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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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Our  Business! 
Find  More  Way 


ingifours 

Make  More. 


Right  now  you  could  be  hatching  neiv  ways  to 
increase  your  productivity.  That's  important  today  not 
just  to  groiv,  but  to  survive.  And  we  can  help.  You  see, 
we  go  beyond  creative  financing  to  help  you  become  more 
productive.  Like  helping  one  company  develop  order 
entry  systems  to  reduce  order  delivery  time  from  28  days 
to  4.  Or  helping  another  create  distribution  and  ivare- 
house  management  systems  that  improved  service  and 
optimized  resources  to  get  more  out  of  every  dollar. 

At  GE  Capital,  toe  re  24  diversified  businesses. 
And  each  one  is  committed  to  helping  you  become  more 
productive  in  the  competitive  race.  To  find  out  more, 
call  1-800-243-2222.  After  all,  nobody  has  more  ivays 
to  help  you  make  more. 


GE  Capital 

Our  Business  Is  Helping  Yours" 
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MORTGAGE  INSURANCE  •  MORTGAGE  SERVICING  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
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TALK  SHOW 

We  run  this  company  every  day  like  it's  never  going 
to  be  sold. . .  but  if  the  phone  rings,  we'll  answer  it. 

—Bernard  Ebbers,  head  of  LDDS  Communications,  to  critics  who 
say  he  purchased  WilTel  to  dress  up  LDDS  for  Baby  Bell  buyers 
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SPORTS  BIZ 

NO  RUNS,  NO  HITS 
—AND  NOCOMMISH 


B 


•putting  the  search  for  a 
new  commissioner  on  hold  un- 
til after  the  strike.  They  want 
a  salary  cap  and,  without  a 
meddling  commish,  stand  a 
better  chance  of  getting  one. 
Commissioner  Bowie  Kuhn 


resolved  a  player  lockout  in 
1976,  Peter  Ueberroth  settled  a 
1985  work  stoppage,  and  Fay 
Vincent  pushed  to  open  train- 
ing camps  during  a  1990  lock- 
out. A  big  reason  for  Vincent's 
ouster,  says  Henry  Aaron,  a 
baseball-economics  expert— not 
the  slugger— "was  to  clear  the 
deck  before  confrontation  with 
the  players." 

Atlanta  Braves  Q  «  © 
Chairman   William  c-. 


 AND  THE  NEW  COMMISSIONER  IS... 

TOM  BUTTERS  Duke  University  athletic  director 
WILLIAM  HYBL  former  U.S.  Olympic  committee  president 
PAULG.  KIRK  former  Democratic  National  Committee  chairman 
GEORGE  MITCHELL  U.S.  Senate  Majority  Leader 

DATA.  BUSINESS  WEEK 


POTOMAC  FERVOR 


PTA  MEETINGS?  PART  OF  A  GOVERNMENT  PLOT 


To  counter  critics 
from  the  far  right, 
the  Clinton  Adminis- 
tration is  pushing  "pro- 
family"  and  education 
initiatives,  including 
more  parental  involve- 
ment in  schools.  Its 
newest  foray  is  to  urge  com- 
panies to  give  employee-par- 
ents leeway  to  do  that. 
Education  Secretary  Rich- 


ard Riley  is  expected 
to  soon  launch  a  cam- 
paign showcasing  com- 
panies with  innovative 
programs  to  free  em- 
ployees for  parent- 
teacher  meetings  and 
volunteer  work  in 
schools.  Example:  Nations- 
Bank, which  lets  parents  per- 
form education-related  activi- 
ties on  company  time. 


Bartholomay,  head  of  the  own- 
ers' search  committee,  con- 
firms that  a  commissioner  will 
be  named  shortly  after  a  play- 
er deal  is  done.  The  owners 
don't  want  to  thrust  the  new 
commish  into  the  midst  of  a 
labor  dispute,  he  says. 

Dallas-based  executive- 
search  firm  Eastman  &  Beau- 
dine  winnowed  350  applicants 
down  to  22.  The  short  list 
now  has  four  names,  which 
.  are  top  secret.  Possible  fi- 
nalists include  several  pols, 
with  soon-to-retire  Senate 
Majority  Leader  George 
Mitchell  (D-Me.)  the  likely 
front-runner.  While  the 
headhunters  didn't  speak  to 
him,  several  owners  did. 
Mitchell  lacks  business  ex- 
pertise, but  his  political  ties 
more  than  compensate  for 
that.  Stephanie  Anderson  Forest 


Even  though  Riley's  cam- 
paign is  only  a  public  pat  on 
the  back,  conservative  de- 
tractors have  launched  a  pre- 
emptive strike.  "This  is  just 
more  government  encroach- 
ment" on  the  local  control  of 
education,  grumbles  Janet 
Parshall,  spokeswoman  for 
Concerned  Women  for  Ameri- 
ca. What  really  riles  Bill  Clin- 
ton's foes  is  his  plan  for  vol- 
untary federal  standards  for 
math  and  science  in  class- 
rooms.     Christina  Del  Voile 


BROADER  PATENT  PROTECTION 

would  propel  U.S.  technology,  say  backers  of  a 
bill  sponsored  by  Representative  William 
Hughes  (D-N.J.)  that  is  headed  toward  a  House 
vote.  Its  main  aim  is  to  tighten  patent  safeguards 
for  biotechnology.  Because  many 

IN  REALITY,  the  bill  IS  so 

broad  it  could  cause  a  surge  of 
litigation,  especially  in  the  much 
larger  chemical  industry.  That's 
because  companies  with  patents 
on  chemical  materials  (natural  prod 
ucts,  too)  could  get  undeserved  patents  on  the 
processes  for  using  them.  One  extreme  possi- 
bility: A  maker  of  acid  that  goes  into  chemicals 


E  C  K 


biotech  drugs,  such  as  insulin,  exist  in  nature,  they 
are  hard  to  patent.  The  Hughes  bill  would,  among 
other  things,  grant  patents  to  the  actual  drug- 
making  process,  which  consists  of  inserting  patent- 
ed DNA  into  "host"  cells  that  then  churn 
out  the  desired  drug. 

for  plastic  could  sue  an  unsuspect- 
ing auto-parts  company  for  patent 
infringement.  The  grounds?  The  plas- 
tic in  the  company's  dashboards  was 
made  with  an  acid  that  allegedly  vio- 
ates  the  acid  maker's  patent.  This  is  less 
of  a  problem  for  biotech  outfits,  which  commonly 
control  all  stages  of  production.  That's  a  good 
reason  for  limiting  the  bill  to  biotech.  Peter  Coy 


GYM  DANDY 


THE  CEO  WHO  THINKS 
HE'S  ARNOLD 


acho  displays  are  t 
hallmark      of  C 
Lawrence  Ellison  of  softwj 
company  Oracle,  a  leader 
the  database  business.  His  1 
est:    outdoing  profession 
triathlete  Peter  Kain  in  l}i 
dips.  That's  where  you  I 
yourself  up  and  down  on  p|a 
allel  bars.  The  match,  at  a  $ 
icon  Valley  health  club,  tcjl 
place  recently  as  a  fund-rai:i 
for   former   triathlete  Jt 
McLaren,  who  was  renderd 


THE  TOUCH  GET  GOING: 

McLaren,  left,  Kain,  and  Ellisc 


a  quadriplegic  in  an  accide. 

Ellison,  who  prides  himsJ 
on  keeping  in  shape,  wti 
with  46  repetitions,  six  mci 
than  Kain.  True,  the  li<- 
pound  Kain  wore  a  40-poui 
weight  belt  to  roughly  mata 
Ellison's  weight.  But  Ellisp 
was  about  to  turn  50  at  ts 
time  of  the  contest,  whte 
Kain  is  30. 

In  short,  there's  little  sia 
that  age  is  subduing  Ellisos 
penchant  for  playing  hard,  t 
least  the  publicity-wooig 
stunt  with  Kain  was  less  hi- 
ardous  than  earlier  exploit; 

Three  years  ago,  Ellisl 
punctured  a  lung  and  brcfe 
his  neck,  shoulder,  and  ril 
while  bodysurfing  during* 
storm  in  Hawaii.  Two  ye?s 
ago,  he  fractured  an  elbow^ 
a  bicycling  mishap.  Next,  B 
plans  on  flying  a  Navy  Fi 
jet.  Richard  Br  ait 
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ATTENTION,  KMART 
STOCKHOLDERS:  VICTORY 


Kmart  CEO  Joseph  Antoni- 
ni  couldn't  believe  his 
eyes  when  shareholders  nixed 
his  restructuring  plan  at  the 
annual  meeting  in  June.  Anto- 
nini  insisted  that  he 
lost  only  because 
many  shareholders 
abstained.  By  Aug. 
17,  though,  a  chas- 
tened Antonini  deliv- 
ered exactly  what 
dissidents  wanted:  a 
spin-off  of  three  spe- 
cialty retailers— office 
supply,  books,  sport- 
ing goods— into  inde- 
pendent units. 

Credit  his  conversion  to  be- 
hind-the-scenes talks  between 
shareholders  and  John  Pound, 
a  governance  expert  at  Har- 
vard University  whom  Anto- 


CEO  ANTONINI: 

Has  an  open  ear 


THE  BIG  PICTURE 


nini  hired  in  July.  "I  wanted  a 
second  opinion,  to  make  sure 
that  I  was  getting  the  mes- 
sage straight,"  Antonini  says. 
Pound,  who  has  acted  as  an 
intermediary  for  a  few  other 
companies,  interviewed  about 
20  institutions  that  together 
hold  more  than  15%  of 
Kmart's  stock.  He  found  no 
dissent:  Everyone  wanted 
separate  management  and 
boards  for  the  units. 

Antonini  now  says 
that  Kmart  manage- 
ment will  talk  more 
often  with  share- 
holders. How  come? 
"The  environment 
has  changed,  for  the 
good.  You're  seeing 
more  interaction  be- 
tween shareholders 
and  management  and 
boards.  The  business 
environment  is  tough,  and  we 
all  have  to  work  together  to 
make  money."  Besides,  An- 
tonini isn't  off  the  hook. 
Shareholders  still  want  better 
performance;  they've  just  giv- 
en him  more  time  to  produce 
it.  Judith  H.  Dobrzynski 


DRAWN  AND  QUARTERED 


IfcSBfli 

mmL 
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GABLE 

GLOBE  AND  *M« 
CANADA 


THE  FEDS 


DOES  TREASURY  KNOW 
HOW  TO  MAKE  A  BUCK? 


A little  more  than  a  year 
ago,  the  Treasury  Dept. 
decided  to  take  advantage  of 
low  interest  rates  by  shifting 
the  mix  of  federal  borrowing 
toward  shorter  maturities. 
How  has  the  grand  experi- 
ment worked? 

Not  bad.  It  has  indeed 
saved  some  money.  By  shift- 
ing about  S50  billion  a  year 


VIRTUAL  REALITY 


WALTER  MITTY  HITS  MACH  II 


DADDY'S  MONEY 


If  you  daydream  about 
inheriting  millions,  you're 
not  alone.  Baby  Boomers 
stand  to  inherit  an  estimated 
$  10.4  trillion,  the  biggest 
windfall  in  U.S.  history.  But 
a  recent  poll  shows  that  the 
bucks  won't  necessarily 
come  easily. 

OF  500  BOOMERS  POLLED; 
62%  60o/«  21% 

EXPECT  TO     SAY  THEY     EXPECT  TO 
GET  AN        DESERVE      FIGHT  OVER  IT 
INHERITANCE  ONE  WITH  RELATIVES 

DATA:  FIRST  INTERSTATE  BANK  TRUST 


When  will  virtual  real- 
ity get  real?  Real 
soon,     reports  Magic- 
Edge.  On  Aug.  27,  the 
I  Mountain  View  (Calif.) 
startup,    backed  by 
Japanese  entertain- 
i  ment  giant  NAMCO, 
w  ill  launch  the  most 
."  -  ambitious  VR  enter- 
%  tainment  center  yet. 
I  It  features  a  jet  fight- 
0   er  simulation  whose 

total-immersion 
f  experience  outdoes 
rivals  such  as  Kin- 
ney Aero  and  Virtual 
World  Entertainment. 

Wannabe  pilots  in 
Mountain  View  don  a 
flight  suit  before  a  brief- 
ing by  a  squadron  com- 
mander, who  stays  in 
radio  contact  through- 
out. Strapped  into  a 
pod,  players  "fly" 
through  canyons  and 
fire  missiles.  The  pod, 
which    pitches  and 


rolls,  and  the  3-D  images— sup- 
plied by  the  Silicon  Graphics 
computers  that  created  Juras- 
sic Park's  dinosaurs— respond 
instantly  to  the  joystick. 

Whether  that's  enough  to 
make  YR  a  hit  is  unclear'.  "The 
market's  very  slow  to  take 
off,"  says  consultant  John  Lat- 
ta.  Biggest  problem:  prices. 
Magic  Edge,  for  instance, 
charges  $12.75  for  eight  min- 
utes in  the  air.      Robert  Hof 


MONEY  MACHINE?  .4  n  eight-minute 
simulated  flight  costs  $12.75 


from  longer  to  shorter  mat 
ities  with  lower  rates,  the 
ministration  saved  about  ${ 
million  last  year  and  sho' 
save  an  additional  $1.7  bill 
this  fiscal  year— about  2 
more  than  it  originally  p 
dieted.  And  according  to 
searchers  R.  H.  Wrightson 
Associates,     the  strate 


FEDERAL  DEBT  TILTS  TO 
SHORT-TERM 

DOLLAR  GROWTH  IN  TREASURIES,  BY 
MATURITY,  MAR  .'93  TO  MAR.  '94 

OLD  NEW 
MIX*  MIX 


UNDER 
1  YR. 


3%  7% 


OVER 
10YRS. 


5%  4% 


"  How  debt  would  hove  grown  under  previous 
maturity  distribution 

DATA:  P.H  WRIGHTSON  &  ASSOCIATES  INC. 


should  keep  yielding  an  ac 
tional  $1  billion  to  $2  billion 
annual  savings  through 
rest  of  the  decade. 

But  Wrightson's  chief  ee 
omist,  Louis  Crandall,  belie^ 
the  government  missed  an 
portunity  to  lock  in  m( 
long-term  debt  at  last  yes 
low  rates  (6.8%  for  30-y( 
bonds  then,  vs.  7.6%  no' 
"They  picked  the  absoh 
worst   time   to  make 
switch,"  he  says.  And  if  a  nj 
round  of  inflation  caused 
sharp  spike  in  short-tei 
rates,  Treasury's  move  co' 
backfire.  Treasury  officials 
they  haven't  yet  done  the 
dilations  to  gauge  the  eff 
of  the  changes  in  the  gove 
merit's  maturity  mix.  P 
Magnusson  and  Dean  Fous, 


FOOTNOTES 


People  working  for  temporary  agencies  in  July,  1991:  1.5  million.  In  July,  1994:  2.4  million 
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Introducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


[n  business,  it's  a  fact  that  the  less  time  you 
spend,  the  more  money  you  save.  Which  is 
>recisely  the  idea  behind  our  new  7500  and 
'000  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
he  time  people  spend  on  the  phone  line  and 
it  the  machine.  Features  like  connectivity 
apabilities  that  let  you  send  and  receive  doc- 
iments  without  ever  leaving  your  desk.  And 
i  memory  capacity  of  up  to  288  pages  so  you 
an  deal  with  volumes  of  documents  at  your 
onvenience,not  the  machines. You'll  also  have 
'olumes  more  paper  at  your  disposal  with  a 
>aper  capacity  of  up  to  1,100  sheets. 

ASER  CLASS  is  a  registered  trademark  of  Canon  Inc. 

IHQ  is  a  trademark  of  Canon  Int.  ©  1994  ta  non  U.S.A.,  Inc. 

LASER  CLASS, 

'LAIN     PAPER  FACSIMILE 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page/' 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  '  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

'Based  on  C.C.ITT  tf  I  than  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


Canon 
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CAN  THE  U.S.  TACKLE 
INCOME  INEQUALITY? 


Congratulations  on  "Inequality"  (Cover 
Story,  Aug.  15).  You  highlight  an 
area  of  economic  distress  which,  for  far 
too  long,  has  been  ignored.  The  Council 
of  Economic  Advisors  noted  earlier  this 
year  that  worsening  inequality  poses  a 
". . .  threat  to  the  social  fabric  that  has 
long  bound  Americans  together."  It  will 
take  a  staunch  commitment  by  Con- 
gress, the  Administration,  and  the 
American  people  to  adopt  policies  and 
programs  needed  to  rectify  this  gross 
inequality. 

Amy  Isaacs 
National  Director 
Americans  for  Democratic  Action  Inc. 

Washington 

In  1982,  having  exhausted  my  unem- 
ployment benefits,  I  and  a  partner 
founded  a  small  business.  After  12  years 
of  70-hour  weeks,  we  have  at  last  risen 
in  income  level  from  the  bottom  25%  to 
the  top  25%  of  Americans.  Having  just 
read  your  article,  I  can't  tell  you  how 
guilty  I  feel  now  that  I  take  an  unfair 
share  of  the  national  income.  Knowing 
that  the  only  solution  to  this  injustice  is 
income  redistribution  through  the  tax 
code  and  already  facing  marginal  tax 
rates  above  50%,  my  wife,  despite  her 
MBA,  has  elected  to  stay  home  and  care 
for  our  daughter— lest  she  take  a  job 
someone  else  needs  more.  Knowing  that 
marginal  income  taxes  must  rise  sub- 
stantially to  achieve  a  more  just  soci- 
ety, my  business  partner  and  I  are  re- 
evaluating a  risky  expansion  that  could 
create  dozens  of  new  jobs . . . but  of 
course  would  only  fuel  our  greed  to 
make  more  money  and  would  lead  to 
further  income  inequality. 

Stephen  F.  Schatz 
Philadelphia 

Government  programs,  such  as  the 
free  lunch  program  you  highlight, 
have  tried  to  solve  the  "inequality"  of 
students  in  our  educational  system,  and 
it  has  not  worked.  Should  not  the  con- 
clusion then  be  that  attempts  to  make 
people  equal  do  not  work?  Instead,  you 


conclude  that  we  need  to  be  more  actii 
in  our  efforts  to  make  people  equal 
the  hope  that  the  outcome  seen  in  t: 
past  will  be  different  in  the  future.  N 
a  strong  possibility. 

Joel  M.  Bar 
Agoura  Hills,  Ca 

BECKER'S  CIGARETTE-TAX 
NUMBERS  NEED  RECRUNCHING 

In  "Warning:  A  higher  cigarette  tj 
may  be  hazardous  to  health  final 
ing"  (Economic  Viewpoint,  Aug.  1 
Gary  Becker  claims  a  cigarette-tax 
crease  is  a  bad  idea  because  it  will  d 
courage  too  many  people  from  smokii 
to  raise  significant  revenue.  He  predid 
that  a  $l-a-pack  increase  would  raif 
$3  billion  a  year  in  new  revenue.  Til 
prediction  is  so  far  outside  the  econoj 
ic  mainstream  that  it  cannot  be  takj 
seriously. 

The  Congressional  Joint  Committ 
on  Taxation,  the  Congressional  Budg 
Office,  and  the  Treasury  Dept.  all  es 
mate  that  a  $1  increase  would  redu 
smoking  by  about  20%  and  raise  $12  1 
lion  to  $13  billion  in  new  annual  revem 
These  figures  are  confirmed  by  the  wc 
of  26  independent  economists  conven 
by  the  National  Cancer  Institute,  as  w 
as  by  Massachusetts  Institute  of  Techni 
ogy  economist  Jeffrey  Harris. 

But  give  Becker  the  benefit  of  t 
doubt.  He  claims  that  a  $1  tax  increg 
will  reduce  smoking  by  70%.  That  woi 
mean  32  million  fewer  smokers  in  t( 
U.  S.  and  about  8  million  prematu 
deaths  averted  among  Americans  ali 
today.  It  would  save  $35  billion  a  year 
health-care  costs,  including  $15  billi 
paid  for  by  the  taxpayer.  Wouldn't  [thi 
make  sound  policy? 

Dr.  David  S.  Rosentli 
Direct 

Harvard  University  Health  ServicB 
Cambridge,  Ma;. 

'RETURN  ON  QUALITY1: 

irSOURS  I 

Since  inventing  "ROQ:  Return  on  Qui 
ity"  in  1991  and  obtaining  a  trail 
mark  registration  for  it,  we  have  invel 
ed  substantially  in  creating  recognitil 
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it,  and  we  deliver  our  services  under 
;  mark.  As  far  as  I  am  aware,  it  has 
,  been  appropriated  by  other  consul- 
its  or  corporations. 
You  can  imagine  my  schizophrenic  re- 
ion  of  delight  and  chagrin  on  reading 
aking  quality  pay"  (Cover  Story,  Aug. 
which  praised  a  methodology  and  a 
minology  we  have  used  extensively 
,h  our  clients.  If  BUSINESS  week's  lu- 
presentation  of  the  ROQ  message  has 
•  impact  I  expect,  American  corpora- 
is  and  our  own  company  will  be  the 
iners.  I  am  writing,  nevertheless,  to 
itect  our  company's  asset  and  to  set 
i  record  straight  on  the  origin  of  ROQ 
1  its  process  for  achieving  near-term 
;iness  results. 

John  R.  Murphy 
President 
Executive  Edge  Inc. 
Fairfield,  Conn. 

JOR  ISSUES  DONT  AFFECT 

LPERS'  INVESTMENTS  

i  contrast  to  a  reader's  letter  ("Will 
inions  use  proxy  battles  just  for  bet- 
bargaining?"  Readers  Report,  Aug. 
the  California  Public  Employees'  Re- 
;ment  System  is  not  making  invest- 
nt  decisions  based  in  any  part  on 
ether  companies  support  their  em- 
yees  in  any  particular  manner.  CalP- 
3  is  looking  at  workplace  practices— 
ong  many  other  issues— to  determine 
ether  they  have  any  relationship  to 
>r  performance. 

Svery  year,  CalPERS  reviews  its  stock 
•tfolio  and  compares  each  holding's 
•formance  against  that  of  its  peers, 
i  arrive  at  a  list  of  10  companies  that 
1  be  the  focus  of  our  corporate  gov- 
tance  activities.  Beginning  this  fall, 
i  issue  we  will  look  at  as  potentially 
ating  to  poor  performance  is  work- 
ce  practices.  We  have  no  plans  to  be- 
ne involved  in  labor  grievances. 

Richard  H.  Koppes 
Interim  Chief  Executive  Officer 
CalPERS 
Sacramento 
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It  may  not  look  like  it,  but  this  photograph  was  taken  just  last  year,  on  Hurricane  Creek  Road. 

THINGS  MOVE  SLOWLY  in  Jack  Daniel's 
country.  Occasionally,  they  stop  altogether. 

In  Lynchburg,  Tennessee,  you  can  park  in  the 
middle  of  the  road  to  talk  with  a  neighbor  about 
taxes  or  the  weather.  You  can  pick  enough  wild 
blackberries  to  fill  a  tin  bucket.  And  you  can  see 
a  distillery  where  Jack  Daniel  made 
whiskey  way  back  in  1866.  We 
still  make  it  in  a  slow,  deliberate 
fashion,  much  as  he  did.  One  sip, 
and  you'll  be  glad  to  know  we 
don't  ever  plan  to  stop. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  Suucs  Government, 


I  he  <  Ihunncl  (  aittcrhcad- — Able  t<>  chew  through  15  feet  of  granite  an  hour,  this  tungsten-studded,  laser-guided  earth  eater  turned  a  1,000-year  dream  into  reality  and  conr 


Introducing  Novell  GroupWare. 
If  not  for  the  British  and  French, 
it  wouldve  been  the  year's 
greatest  networking  achievement. 


$  il994  Novell,  Inc.  Novell  GroupWare,  GroupWisc  and  In  Forms  arc  trademarks  oi  Novell,  Inc.  SoftSoluckms  is  a  registered  trademark  of  SoftSolutbns  lechnolonv  ( lorponmon,  a  wlmlk  owned  suhsuiiarv  of  Novell,  I 


BEurope  to  the  isle  of  Great  Britain.  Not  bad,  but  can  it  get  eight  people  in  the  same  room  at  the  same  time  lor  a  met 


For  the  longest  time,  we've  all  heard  that  its  better  to  work  smarter,  not  harder- 
welcome  maxim  for  anyone  who's  ever  put  in  a  three-digit-hour  workweek.  Now, 
trthe  first  time,  someone  is  about  to  tell  you  how.  Announcing  Novell  GroupWare- — 
roupWise'"4.1,  InForms  "and  SoftSolutions — revolutionary  software  designed  to  help 
sams  access,  sort,  manage,  share  and  route  information  using  almost  any  platform,  net- 
ork  or  database.  Effectively  eliminating  the  problems  of  business  that  get  in  the  way  of 
oing  business.  Granted,  we're  not  the  first  to  promise  you  greater  productivity  through 
"eater  access  to  information.  We  are,  however,  the  first  to  make  that  access  available  to 
>mpanies  regardless  of  theit  requirements.  Their  size.  Even  their  multiple  operating 
'stems.  In  short,  what  we've  developed  is  a  modular,  customizable  family  of  network 
iplications  that  are  easily  installed  and  configured,  support  mobile  computing,  offer 
nproved  functionality  and,  best  of  all,  take  advantage  of  data,  hardware  and  networks  you 
ready  have  in  place.  No  small  feat,  even  in  light  of  that  recently  opened  route  between 
>over  and  Calais,  ('all  1-800-291-9375  for  your  nearest  certified  reseller  or  to  learn 
tore  about  Novell  GroupWare,  the  perfect  way  to  put  people  together  w  ith  information. 


1NOVELL 

GroupWare 


GroupWise  4.1 — C  npre- 
hensive  integrated  e  mail, 
calendaring,  scheduling 
and  task  management. 
GroupWise  4.1  enables 
you  to  share  information 
across  almost  any  plat- 
form, gateway  or  network. 


InForms — More  than  an 
electronic  forms  program. 
Now  you  can  create  and 
design  forms  and  views, 
access  multiple  databases 
in  real  time  and,  via  e-mail, 
digitally  sign  forms  requir- 
ing immediate  approval. 


SoftSolutions — rhe  leader 
in  document  manage- 
ment solutions.  You  can 
secure  information  and 
access  data  (text,  graphic 
or  video)  anywhere  on  the 
network,  regardless  of  its 
application  or  platform. 


GroupWise 


InForms 


SoftSolutions 


AN  OCEAN  BETWEE'  IS:  THE  CHANGING  RELATIONSHIP  OF  JAPAN  AND  THE  UNITED 
STATES,  TOLD  IN  f  >R  STORIES  FROM  THE  LIFE  OF  AN  AMERICAN  TOWN 

By  Evelyn  Iritani 
Morrow  •  272pp  •  $23 

10VE  AND  FEAR  OF  JAPAN 
IN  ANYTOWN,  U.S.A. 


P 


Port  Angeles,  Wash.,  seems  an  un- 
likely setting  for  a  book  about  re- 
lations between  Americans  and 
Japanese.  Although  perched  on  the  Pa- 
cific Rim,  it  is  an  isolated  blue-collar 
town,  a  strip  of  gas  stations  and  fast- 
food  joints  on  the  Olympic  Peninsula, 
65  miles  northwest  of  Seattle,  overshad- 
owed by  two  big  pulp-and-paper  mills.  It 
has  no  Japan  experts,  no  international 
trade  offices,  not  even  a  golf  resort  to 
attract  Japanese  tourists. 

But  on  another  level  it's  perfect.  In 
1988,  when  one  of  its 
mills  was  acquired  by 
Japan's  Daishowa  Paper 
Manufacturing  Co.,  the 
town's  17,000  residents 
had  to  face  their  resent- 
ments and  fears  about  the 
growing  power  of  a  na- 
tion many  had  fought  in 
World  War  II.  Most  had 
stopped  thinking  about 
Japan  since  the  bad  days 
when  they  had  to  keep 
lights  off  at  night  for  fear 
of  a  Japanese  air  attack. 
Now,  a  Japanese  compa- 
ny was  one  of  the  town's 
biggest  employers. 

That  awkward  transi- 
tion is  what  attracted  Eve- 
lyn Iritani,  a  reporter  with 
the  Seattle  Post-Intelligencer.  But  Iritani 
found  this  Anytown,  USA,  had  ties  with 
Japan  that  extended  back  much  further 
than  she  could  have  guessed.  The  person- 
al tales,  the  friendships,  the  ambiguities, 
the  humor,  and  the  sorrows  she  turned 
up  went  much  deeper  than  the  superficial 
culture  clashes  you  might  expect. 

In  An  Ocean  Between  Us,  formal  rela- 
tions between  the  two  nations  are  but  a 
backdrop  to  four  fascinating  tales  of  per- 
sonal encounters  between  East  and  West, 
well  told  and  well  worth  telling.  Like  all 
good  storytellers,  Iritani  builds  suspense 
and  tosses  in  elements  of  the  unexpected. 
Drawing  on  scores  of  interviews  on  both 
sides  of  the  Pacific,  she  weaves  a  wealth 
of  remembrances  into  vivid  portraits.  Her 
memorable  characters  include  an  Ameri- 
can accused  of  spying  in  Japan,  a  res- 
taurant owner  suspicious  of  Japan  but 
fond  of  his  Japanese  American  boyhood 


friend,  a  Japanese  manager  who  reluc- 
tantly moves  to  the  U.  S.  but  embraces 
the  American  way  of  life,  and  a  woman 
mourning  a  sister  lost  in  a  bizarre  war- 
time attack. 

Surprisingly,  the  first  story  begins  in 
1834.  A  Japanese  ship,  blown  off  course 
by  trade  winds,  sank  near  the  coast  of 
the  Olympic  Peninsula.  Most  on  board 
died,  but  the  Makah  Indians  rescued 
three  young  sailors  and  made  them 
slaves.  Nearly  160  years  later,  one  of 
their  direct  descendants,  Masao  Ya- 


ort  Angeles  once 
had  to  black  out  its 
lights  for  fear  of 
attack.  Noiv  it  depends 
on  a  Japanese  plant 


'CEAN 

BETWEEN* 


mamoto,  a  feisty,  high-velocity  man,  in- 
sists on  reciting  a  Buddhist  prayer  on 
the  beach  and  bowing  in  gratitude  to 
one  of  the  few  remaining  Makahs,  who 
now  export  logs  and  seafood  to  Japan.  "A 
Japanese  man  travels  thousands  of  miles 
to  thank  the  people  who  rescued  his  an- 
cestors ....  The  people  who  enslaved  his 
ancestors  are  now  economically  beholden 
to  the  descendants  of  the  people  they 
once  enslaved.  Who  is  thanking  whom? 
And  for  what?"  Iritani  muses. 

The  story  of  Tom  Osasa,  son  of  the 
first  Japanese  family  to  settle  in  Port 
Angeles,  starts  out  ail-American.  Grow- 
ing up  in  the  1930s,  he  was  part  of  his 
high  school's  in-crowd,  playing  cards, 
shooting  hoops,  dancing  to  big-band  mu- 
sic. Born  in  the  U.  S.,  he  seldom  felt 
foreign.  But  when  the  war  broke  out,  he 
and  his  family,  like  thousands  of  other 
Japanese  Americans  on  the  West  Coast, 


were  interned  behind  barbed  wire.  Fl 
mors  circulated  that  his  father,  who  hi 
returned  to  Japan,  was  a  spy. 

Elsye  Mitchell,  another  child  of  Pel 
Angeles,  met  a  worse  fate  during  tl 
war.  After  marrying  and  moving  to  Ol 
gon,  she  was  one  of  six  Americans  orl 
church  outing  killed  by  a  Japanese  bl 
loon  bomb  that  had  floated  across  tl 
ocean.  In  an  interesting  counterpoiij 
Iritani  also  explores  the  lives  of  the  Ja 
anese  schoolgirls  drafted  by  the  goven 
ment  to  make  those  bombs. 

The  book's  final  story,  though,  is  tl 
one  most  Americans  will  relate  to  bel 
Dave  Hoglund,  a  paper-mill  worker,  w| 
sure  he'd  lose  his  union  contract  a| 
job  when  Daishowa  bought  his  ml 
"That's  how  it  always  happens,"  I 
thought.  Instead,  Daishowa  invest! 
$560  million  to  modernize  the  mill,  al 
Hoglund  was  one  of  four  workers  sel 
to  Japan  to  learn  the  Daishowa  wj 
But  he  was  no  convert  to  Japanese  rm 
ufacturing  processes.  I 
insisted    the  Americ 
way  is  best— and  was  pi 
moted  anyway.  In  a  fir 
irony,  financially  strapp 
Daishowa  decided  to  sh 
down   10  paper-maki: 
machines    and  impo 
huge  layoffs  in  Fuji  Cit 
Japan— and  keep  the  Pc 
Angeles  mill  humming. 

Iritani  is  well-suited 
grasp  both  sides  of  t 
U.  S.-Japan  equation.  H 
father  is  a  second-genei 
tion  Japanese  Americ 
from  a  Colorado  farm  fai 
ily;  her  mother  was  bo 
and  raised  in  Japan.  H 
book,  full  of  irony  ai 
twists  of  fate,  shows  t 
complexity  of  U.  S.-Japan  relations,  "f 
per-mill  workers  whose  jobs  have  be< 
saved  by  a  company  from  Japan,"  s 
writes,  "stand  in  the  grocery-store  lii 
next  to  unemployed  lumber-mill  wor 
ers"  who  blame  raw  log  exports  to  Jap; 
for  eliminating  sawmill  jobs. 

"Port  Angeles  and  Daishowa  ne< 
each  other.  The  United  States  and  Jap; 
need  each  other,"  Iritani  concludes.  Gl 
bal  trends  have  forced  the  people 
Port  Angeles— and  all  Americans- 
change  the  way  they  think  about  Jap; 
and  the  Japanese  in  their  midst.  Tht 
need  to  look  beyond  rhetoric  to  get 
know  their  Pacific  neighbors.  By  co 
veying  the  complicated  human  side 
the  relationship,  Iritani  shows  the  wa 
BY  DORI  JONES  YAN 
Seattle  Bureau  Chief  Yang  has  coven 
U.  S.- Asian  relations  from  both  sides 
the  Pacific. 
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SNOOPY  !:d  •'  Mi 


LEADERSHIP  IS  HAVING  82  Ci~ 
FORTUNE  MAGAZINES  TOP  100  COMh,  'I 

A5  CUSTOMERS. 

If  you're  looking  for  an  insurance  company  you  can  trust,  you  can  hardly  do  better  than 
follow  the  lead  of  some  of  America's  biggest  and  most  successful  companies. 

GET  MET.  IT  PAYS! 

&  Met  Life 


Fortune  is  a  registered  trademark  of  Time,  Inc.  All  rights  reserved 
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Unisys  just  added  new 
meaning  to  the  language 

of  business. 

Customerize. 


Nobody  can  accurately  predict 
rporate  America's  future.  But 
;re  is  one  thing  we  all  know:  For 
I  organization  to  achieve  its  poten- 
I  customer  service  must  be  a 
siness  goal. 

That's  why  Unisys  has 
veloped  a  powerful  initiative  - 
stomerize.  This  new  approach 
ables  businesses  to  offer  customers 
)  advanced  customer  service  cru- 
il  in  an  increasingly  competitive 
vironment.  Our  experienced  ser- 
ies professionals  work  with  you  to 

93  Unisys  Corporation. 


design  an  information  strategy  that 
extends  your  full  capabilities  all  the 
way  to  the  points  of  customer 
contact-where  revenue  is  generated. 

And  with  a  customerized  infor- 
mation flow,  you'll  be  more  responsive 
to  customers  and  better  able  to  meet 
their  needs.  You'll  also  be  more 
strategically  positioned  to  nurture 
customer  loyalty,  generate  new 

UMSYS 

We  make  it  happen. 


business  and  achieve  major  gains 
within  your  own  organization  in  pro- 
ductivity and  control.  All  of  which 
facilitates  reduced  costs  and  in- 
creased revenues. 

With  decades  of  experience  dedi- 
cated to  helping  our  customers  serve 
their  customers,  Unisys  is  uniquely 
qualified  to  customerize  your  business. 

Call  us  at  1-800-874-8647,  ext.  10, 
for  your  complimentary  customerize 
Information  Kit.  And  ask  how  we  can 
help  put  you  on  the  same  page  as  your 
customer. 

customerize  services  are  a  service  mark  of  Unisys  Corporation 


EDITED  BY  STEPHEN  H  WILDSTROM 


MIX  'IP  MATCH  MAKES 
SUITE  DEALS  SWEETER 


Microsoft  Office,  the 
top-selling  computer 
software  suite  (in- 
cluding word  processing, 
spreadsheet,  and  graphics  pro- 
grams in  a  single,  heavily  dis- 
counted package),  comes  on 
29  floppy  disks.  On  a  CD-ROM, 
there  would  be  room  for  all 
the  disks,  and  500  mega- 
bytes—enough for  a  reference 
library— left  over.  Small  won- 
der that  as  CD-ROMs  have  in- 
creasingly become  standard 
on  new  computers,  software 
publishers  are  trying  to  fig- 
ure out  just  what  to  do  with 
all  that  space. 

WordPerfect  Corp.  has  an 


WordPerfect  and  templates 
for  the  Quattro  Pro  spread- 
sheet. After  selecting  compo- 
nents, buyers  can  fill  out  an 
on-line  order  form  and  then 
receive  authorization  "keys" 
to  install  the  software.  "It's 
about  giving  customers 
choice,"  says  WordPerfect 
suite-marketing  director  Scott 
E.  Nelson.  "Our  market  re- 
search shows  that  users  want 
the  flexibility  to  build  their 
own  suites." 

Many  details  of  the  ar- 
rangement remain  to  be 
worked  out.  WordPerfect 
plans  to  distribute  Select 
through  existing  sales  chan- 


ROLL  YOUR  OWN 
SOFTWARE  SUITE 

Major  components  of 
PerfectOffice  Select 
Product/Function 

WORDPERFECT  Word  processor 

QUATTRO  PRO  Spreadsheet 

PRESENTATIONS  Presentation 
graphics 

INFOCENTRAl  Personal 
information  manager 

ENVOY  Document  exchange 

GROUPWISE  E-mail 


"  jB 

i 

BUYERS  CAN  ORDER  ON-LINE 

PARADOX  Database 
management 

VISUAL  APPBUILDER 

Programming  language 

DATA  WORDPERFECT/NOVELL  APPLICATIONS  GROUP 


idea— one  designed  both  to 
propel  the  Novell  Inc.  unit 
into  the  suite  business  and  to 
overhaul  the  way  office  soft- 
ware is  marketed.  PerfectOf- 
fice Professional,  which  is 
scheduled  to  ship  in  the 
fourth  quarter,  will  take  up 
perhaps  40  floppy  disks.  Then, 
about  six  weeks  later,  the 
company  plans  to  release  a 
version  on  one  CD. 

PerfectOffice  Select  will 
have  the  eight  major  compo- 
nents of  PerfectOffice  Profes- 
sional plus  a  variety  of  third- 
party  products,  such  as 
specialized  dictionaries  for 


nels,  and  different  users  may 
see  different  packages.  Cor- 
porate buyers  might  get  the 
CD-ROM  free  and  pay  for  cop- 
ies of  each  program  they  or- 
der. For  a  single  price— not 
yet  set— an  individual  might 
get  a  choice  of  any  three  ma- 
jor applications  on  the  disk. 

Distributing  software  on  CD 
is  irresistible— for  consumers 
and  manufacturers.  Installing 
from  a  single  disk  might  help 
prevent  repetitive  stress  in- 
jury from  swapping  all  those 
floppies.  And  a  CD-ROM  costs 
only  a  bit  more  than  $1  to 
produce  in  large  quantities- 


far  cheaper  than  floppies.  Fur- 
thermore, printed  documenta- 
tion costs  even  more  than 
disks  and  often  ends  up  un- 
used. WordPerfect  plans  to 
make  the  printed  manuals  an 
extra-cost  option  with  Select, 
and  most  customers  are  ex- 
pected to  rely  on  enhanced 
on-line  help  files. 

Still,  competitors  are  skep- 
tical of  WordPerfect's  plans. 
"Third-party  distributors  have 
tried  this,  and  they  haven't 
met  a  lot  of  success,"  says 
Paul  McNulty,  director  of 
desktop  product  marketing  for 
Lotus  Development  Corp.  He 
predicts  that  WordPerfect  will 
encounter  problems  with  bill- 
ing and  order  fulfillment.  +» 
Still,  Lotus  isn't  fighting  the  ^ 
concept  of  distributing  pro- 
grams on  CD-ROM  and  will 
make  its  new  SmartSuite  3.0 
available  on  CD-ROM.  It  will 
also  offer  a  multimedia  sam- 
pler, catalog,  and  test-drive 
disk  called  Lotus  Gallery. 

Robbie  Bach,  Microsoft  Of- 
fice group  product  manager, 
worries  that  including  third- 
party  software  on  a  CD-ROM 
will  make  it  difficult  for  pub- 
lishers to  maintain  the  consis- 
tency of  their  office  suites. 
But,  he  says,  Microsoft  Corp. 
is  considering  how  it  might 
make  an  approach  such  as 
PerfectOffice  Select  work. 
Meanwhile,  it,  too,  is  making 
its  suite  available  on  CD. 

The  market  for  suites  con- 
tinues to  heat  up.  A  discount- 
ing scheme  in  which  the  cus- 
tomer gets  three  or  more 
programs  for  the  price  of  two, 
suites  now  account  for  50%  of 
spreadsheet,  word  processing, 
and  graphics  software  sales. 
PerfectOffice  is  the  first  fruit 
of  Novell's  acquisition  of 
WordPerfect  and  Quattro  Pro, 
giving  it  a  wide-ranging  suite 
to  compete  with  Lotus  and 
Microsoft.  Lotus  is  shipping 
the  latest  SmartSuite  this 
summer  and  Microsoft  has 
new  editions  of  Office  for 
Windows,  Macintosh,  and  the 
new  Power  Mac  coming  this 
fall.  But  if  WordPerfect's  mix- 
and-match  CD  catches  on, 
these  prefab  suites  could  be 
nearing  the  end  of  the 
line.  S.  W. 


BULLETIN  BOA 


INTERNET  I 

INVESTMENT  INFO 

The  Internet  may  let  you  rc 
the  card  catalogs  of  the 
world's  major  libraries,  bt 
for  the  most  part,  it's  a  va 
wasteland  for  business  in>i 
motion.  Now,  Quote. Conli 
in  Reno,  Nev.,  is  giving  th( 
Net  a  taste  of  the  financic 
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data  long  available  from 
services  as  CompuServe  < 
and  Prodigy.  But  unlike  ms 
Internet  information, 
Quote. Com  carries  a  pric. 
basic  $9.95  monthly  subs'- 
tion  includes  up  to  100  std 
price  quotes  daily,  portfo: 
monitoring,  and  daily  sun 
maries  and  price  alerts  vi  I 
mail.  Extra-cost  options  ir 
elude  access  to  Standard 
Poor's  Corp.'s  MarketScct 
($14.95  per  month),  the  SI 
StockGuide  ($24.95  per 
month),  and  the  full  text  o 
news  releases  from  Busim. 
Wire  ($1  per  item  or  $9.9 
per  month).  The  interface, 
clunky  by  commercial  on-i 
standards,  but  the  services 
fast.  For  more  informatior 
send  an  E-mail  message  t< 
info@stock.com. 

SUBNOTEBOOKS 

AST'S  BIG-SCREEN  BABY 

Subnotebook  computers  c 
continuing  to  nip  at  the  he 
of  their  bigger  laptop  brel 
ren.  AST  Research  Inc.  is  th 
latest  to  break  into  the  unc- 
5-lb.  field  with  its  new  Asci 
tia  line.  The  Ascentia  500: 
with  a  9.5-in.  passive-matic 
color  display,  weighs  4.5 
pounds  and  starts  at  $2,2'» 


Questions?  Comments?  techanduismgh.com  on  Internet  or  fax  (202)  383-2125 
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Want  to  give  your  sales  a  real  push? 


Now  you  can,  with 


In  the  uphill  battle  for  more  sales,  the  winner 
isn't  always  the  biggest,  but  the  most  resourceful. 

Which  is  why  Sprint  Business  is  introducing 
Real  Solutions*"  A  new  program  committed  to 
boosting  your  business'  productivity. 

It  all  starts  with  a  free  top-to-bottom 
action  plan  that  will  analyze  where  your 
business  stands.  And  show  you  how  far 
advanced  communications  can  take  it. 

As  a  Real  Solutions  customer,  you'll 
have  unlimited  access  to  all  the  resources 
of  the  Sprint  Business  Center  and  our  staff 
of  professional  business  consultants.  They'll 
personally  work  with  you  to  identify  new  ways 


to  increase  sales.  And  move  your  business  ahead. 

You'll  also  get  flat-rate  pricing  (to  take  the 
guesswork  out  of  your  monthly  expenses), 
one  simplified  bill  that  combines 
both  voice  and  data  services, 
and  free  software  that  allows  you 
the  convenience  of  receiving 
your  bill  on  a  disk.  You'll  even 
earn  credits  toward  valuable 
business  products  and  services. 
So  call  today.  And  get  Real  Solutions 
from  Sprint  Business.  Because  it's  a  lot  easier  to 
give  your  sales  a  push  when  you've  got  the  right 
team  behind  you. 


Sprint 

Business 


Call  1-800-816-REAL 


©1994  Sprint  Communications  Company  L  P  Monthly  minimum  and  term  plan  apply. 


Economic  Viewpoint 


FOR  TREASURY  SECRETARY 


BY  PAUL  CRAIG  ROBERTS 


Junk  bonds  gave 
many  of  America's 
hottest  companies 
the  money  they 
needed  to  grow.  In 
return  for  his 
contribution,  Milken 
was  vilified  and 
jailed.  He  deserves 
more  than  an 
apology. 


PAUL  CRAIG  ROBERTS  IS  JOHN  M  OLIN 
FELLOW  OF  THE  INSTITUTE  FOR 
POLITICAL  ECONOMY  AND 
DISTINGUISHED  FELLOW  OF  THE  CATO 
INSTITUTE  IN  WASHINGTON,  D  C. 


At  the  beginning  of  this  year,  The  Wall 
Street  Journal  reported  that  the  "junk- 
bond  market  had  another  record  year 
in  1993."  The  story  went  on  to  say  that  "last 
year's  $68  billion-plus  total  is  nearly  twice 
1992' s  record  issuance— and  equal  to  the  total 
raised  from  1982  through  1986,"  the  years  span- 
ning the  apex  of  Michael  R.  Milken's  career. 

I  have  been  waiting  patiently  for  the  cries 
of  alarm,  but,  alas,  no  James  B.  (Den  of 
Thieves)  Stewart  has  risen  to  decry  the 
growth  of  "the  greatest  criminal  conspiracy 
the  financial  world  has  ever  known."  No  Ben- 
jamin (License  to  Steal)  Stein  has  appeared 
to  explain  the  durability  of  this  "Ponzi 
scheme."  No  Connie  (The  Predati/rs'  Ball)  Bruck 
is  scorning  junk-bond  financiers  as  the  "Cosa 
Nostra  of  the  securities  world."  Treasury  Sec- 
retaries are  not  speaking  of  "junk  bondage." 

As  P.  T.  Barnum  said,  a  sucker  is  born  eve- 
ry minute.  In  the  late  1980s,  the  whole  coun- 
try was  suckered  by  a  shrill  and  largely  unin- 
formed campaign  against  junk  bonds  and  their 
progenitor,  Michael  Milken.  But  that  song 
won't  play  again.  The  Salomon  Brothers  Inc. 
high-yield  index  has  increased  by  63%  since 
1990,  and  junk-bond  underwriters,  such  as 
Merrill  Lynch,  Morgan  Stanley,  Salomon,  and 
Goldman  Sachs,  earned  $1.18  billion  in  fees 
last  year  from  their  junk-bond  operations.  The 
Journal  noted  on  July  25  that  even  staid 
"Chase  Manhattan  Bank  is  trying  to  muscle 
into  the  junk-bond  market." 

This  is  a  lot  of  financial  prestige  to  be  per- 
petuating a  Ponzi  scheme.  Indeed,  there  are 
now  more  than  70  mutual  funds  offering  junk 
bonds,  backed  by  such  respected  names  as 
Merrill  Lynch,  Value  Line,  Fidelity  Invest- 
ments, T.  Rowe  Price,  Morgan  Stanley,  Paine- 
Webber,  Prudential  Securities,  and  Dean  Wit- 
ter Reynolds. 

BIG  OBSTACLE.  How  soon  we  forget.  In  1991, 
when  Milken  was  frog-marched  off  to  jail, 
junk  bonds  were  almost  universally  seen  as 
Satan's  tools  for  grinding  the  little  people  un- 
der by  overloading  their  employers  with  unser- 
viceable debt.  Job  losses  that  were  part  of 
the  necessary  restructuring  to  make  our  com- 
panies competitive  were  blamed  on  Milken's 
greed— although  it  was  investment-grade  com- 
panies that  were  shedding  employees,  while 
the  junk-financed  companies  were  growing 
rapidly. 

Milken's  companies  are  known  for  their  suc- 
cesses, not  their  failures.  Among  the  many 
that  Milken's  junk  bonds  helped  to  launch  into 
the  big  time  are  MCI,  McCaw  Cellular,  TCI,  Vi- 
acom, Turner  Broadcasting,  Time  Warner, 
Stone  Container,  and  Medco. 


MCI  Communications  Corp.  founder  Willis 
G.  McGowan  said  his  biggest  obstacle 
launching  MCI  was  the  unavailability  of  capit 
McGowan  wrote:  "The  heart  of  the  probk- 
was  that  banks  and  institutional  investors  ( 
not  know  how  to  finance  growth  companie 
But  Milken  did,  and  MCI  went  from  a  stn 
gling  company  worth  several  hundred  mill] 
dollars  to  a  $16.8  billion  giant  employing  36,0 
quality  junk.  McCaw  Cellular  Communi 
tions  Inc.  was  another  whose  potential  Milk 
recognized— a  judgment  recently  vetted 
AT&T  when  it  purchased  this  Milken  junk  co 
pany  for  $12.6  billion.  Tele-Communicatk 
Inc.,  now  worth  over  $10  billion,  and  Viac< 
Inc.,  worth  $5.6  billion,  are  other  Milken  ju 
companies. 

When  people  want  to  see  the  news  as 
happens,  they  turn  to  Turner  Broadcasting  S 
tern  Inc.'s  CNN.  Milken  raised  $L4  billion  for  1 
company,  taking  it  from  a  $373  million  outfit 
a  multibillion-dollar  giant  contemplating  bi 
ing  out  CBS  Inc.  Should  you  send  an  overnij 
letter  via  Federal  Express  or  order  a  Domiri 
pizza,  you  will  use  a  package  envisioned  s 
manufactured  by  Stone  Container  Corp. 

Barnes  &  Noble,  the  world's  largest  bo 
seller;  Hasbro,  the  nation's  biggest  toymak 
Safeway  Stores,  the  huge  grocery  chain;  Je 
Eagle  and  its  parent,  Chrysler— all  recen 
critical  financing  from  the  junk-bond  ki 
Medco  Containment  Services  Inc.,  the  pharr 
ceutical  company  that  distributes  mail-or< 
drug  prescriptions  for  1,000  benefit  plans  c 
ering  33  million  people,  was  worth  $35  mill 
when  Milken  began  raising  capital  for  it. 
November,  1993,  Merck  &  Co.  paid  $6.2  bill 
for  t  he  company. 

The  campaign  against  Milken  culminatec 
Rudolph  W.  Giuliani's  98-count  indictment 
media  event  that  he  dared  not  take  to  trl 
Milken  was  bludgeoned  with  the  Racketeer! 
fluenced  &  Corrupt  Organizations  Act  J 
prosecutorial  threats  against  members  of  I 
family  into  coming  up  with  six  counts  agai] 
himself,  which  he  entered  as  a  plea.  He  vl 
then  double-crossed  and  given  an  unprel 
dented  jail  term  for  offenses  more  trivial  til 
the  Social  Security  tax  fraud  committed  1 
his  sentencing  judge,  Kimba  M.  Wood,  wh| 
scuppered  her  as  Clinton's  Attorney  Geneil 

President  Clinton  should  give  Milken  a  I 
pardon,  a  public  apology  for  his  frame-up  1 
U.  S.  attorneys,  grant  full  restitution  for  the  1 
torted  fines,  and  appoint  him  Treasury  Si 
retary.  Milken  would  bring  to  the  Treasij 
not  only  the  missing  financial  skills  but  also  I 
missing  veracity.  His  presence  would  elevl 
the  moral  tone  of  the  entire  Administrate  | 
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conomic  Trends 


L 

BY  GENE  KORETZ 


U.S.  SMALL  BUSINESSES 
SEE  ONLY  ONE  DARK 
CLOUD;  WASHINGTON 

Economic  growth  may  be  slowing,  but 
America's  small  businesses— which 
are  acutely  sensitive  to  the  economy's 
perturbations— have  yet  to  register  this 
development.  According  to  the  latest 
quarterly  survey  by  the  National  Feder- 
ation of  Independent  Business,  conduct- 
ed in  July,  its  small-business  optimism 
index  remains  in  bullish  territory  (chart). 

NFIB  economist  William  C.  Dunkel- 
berg  notes  that  15%  of  respondents 
thought  the  next  three  months  a  good 
time  to  expand,  compared  with  just  9% 
in  July,  1993.  And  those  anticipating 
higher  sales  outweigh  those  expecting 
declines  by  19  percentage  points. 


SMALL-BUSINESS  SPIRITS 
ARE  STILL  BUOYANT 
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On  the  inventory  front,  satisfaction 
with  stock  levels  "remains  about  as  fa- 
vorable as  it  has  ever  been  in  spite  of 
accumulation  in  the  second  quarter," 
says  Dunkelberg.  Plans  to  add  to  inven- 
tories are  also  strengthening. 

Meanwhile,  capital  spending  is  still 
on  a  roll,  with  some  66%  of  companies 
reporting  capital  outlays  during  the  past 
six  months,  the  highest  tally  since  the 
1970s.  And  rising  hiring  plans,  worker 
compensation,  and  job  vacancies  indi- 
cate that  small  business  is  facing  "the 
tightest  labor  market  in  years." 

As  for  credit  conditions,  the  survey 
occurred  before  the  Federal  Reserve's 
latest  interest-rate  hike.  But  Dunkel- 
$  berg  doubts  that  the  hike  upset  most 
I  companies  very  much.  So  far  this  year, 
|  he  says,  "small  businesses  seem  to  have 
5  taken  the  steady  rise  in  rates  in  stride." 
->_       If  tin-re's  a  fly  in  the  ointment,  aside 


from  chronic  concern  over  taxes  and 
regulation,  it's  the  political  climate.  Only 
4%  of  respondents  rated  the  President's 
policies  as  "good"  or  "excellent,"  and  just 
1%  accorded  such  favorable  grades  to 
Congress.  Indeed,  a  third  of  those  leery 
about  expanding  their  businesses  cited 
the  political  climate  as  the  major  reason. 


USING  MORE  PLASTIC 
MAY  NOT  MEAN 
BUYING  MORE  GOODS 

Don't  assume  that  the  recent  surge  in 
consumer  installment  debt  signals 
stronger  consumption  ahead.  For  one 
thing,  says  economist  Mark  M.  Zandi  of 
Regional  Financial  Associates  Inc.,  part 
of  the  pickup  simply  reflects  rising  sub- 
stitution of  credit  cards  for  cash  and 
checks.  Both  businesses  and  individuals, 
he  notes,  are  making  greater  use  of 
credit  cards  for  a  wide  variety  of  pur- 
chases. Although  they  pay  their  card 
bills  on  time  and  thus  aren't  really  bor- 
rowing, the  level  of  installment  debt 
outstanding  rises. 

At  the  same  time,  Zandi  notes  that 
installment  credit  has  waxed  and  waned 
with  the  mortgage  refinancing  boom. 
When  refinancing  was  in  high  gear  in 
1992  and  1993,  the  share  of  retail  sales 
financed  by  installment  debt  declined  as 
many  households  restructured  their 
mortgage  payments  and  then  used  the 
extra  cash,  in  part,  to  buy  goods.  "With 
the  collapse  in  refi  activity  earlier  this 
year,"  he  says,  "consumers  are  turning  to 
installment  borrowing  again  to  finance 
their  purchases."  One  source  of  funds 
has  simply  replaced  another. 


MARRIAGE  IS 

BECOMING  A  BIT 

MORE  TAXING  

How  much  did  America's  1993  tax 
law,  which  raised  taxes  on  high- 
wage  earners  and  boosted  credits  for 
working  families,  affect  married  couples? 
For  most  couples,  not  very  much.  But 
for  some,  a  lot,  report  Daniel  R.  Feen- 
berg  and  Harvey  S.  Rosen  in  a  National 
Bureau  of  Economic  Research  study. 

As  in  the  past,  many  married  couples 
with  roughly  equal  individual  incomes 
pay  more  taxes  than  they  would  if  they 
were  unmarried.  And  many  married  cou- 
ples with  unequal  incomes  receive  a  "sub- 
sidy" via  a  reduced  tax  bite.  But  while 
the  old  law  was  modestly  premarriage  in 
the  sense  that  married  couples  on  aver- 
age received  a  small  tax  break,  the  new 


law  is  modestly  antimarriage.  The  stud 
projects  that  52%  of  couples  will  pay  a 
average  marriage  tax  of  $1,244  this  yea 
compared  with  38%  receiving  an  averag 
subsidy  of  $1,399. 

Married  couples  with  incomes  abo\ 
$200,000  a  year  will  be  hit  hard,  howc 
er.  Under  the  old  law,  66%  would  ha\ 
•  paid  an  average  marriage  tax  of  $3,66 
while  34%  would  have  received  a  health 
average  subsidy  of  $18,241.  Instead,  86' 
will  pony  up  an  average  $9,990  this  yea 
and  12%  will  receive  an  average  subsid 
of  $9,197. 

Ironically,  for  some  poorer  workin 
couples,  who  receive  tax  credits  in  tl 
form  of  cash,  splitting  up  could  real 
pay  off.  The  study  estimates  that  a  co 
pie  with  each  spouse  earning  $10,0( 
apiece  and  two  kids  could  boost  the 
income  by  $3,700  by  divorcing  and  se 
ting  up  separate  households. 


WHY  AMERICANS 
WORK  LONGER  HOURS 
THAN  GERMANS 

Here's  a  puzzle:  Two  decades  ag 
the  U.  S.  led  the  world  in  reducir 
work  hours.  Americans  worked  few< 
hours  than  West  Germans  and  other  E 
ropeans  and  seemed  more  devoted 
leisure.  Today,  the  situation  is  reverse 
American  workers  now  put  in  about  15 
more  hours  than  Germans,  who  enj< 
more  leisure  than  European  neighbor: 
Furthermore,  note  economists  Line 
Bell  of  Haverford  College  and  Richai 
Freeman  of  Harvard  University  in 
new  study,  this  shift  is  reflected  in  wor 
er  attitudes.  In  the  1960s,  many  Gt 
man  workers  would  have  liked  to  i 
crease  their  work  time.  Today,  howeve 
they  are  more  interested  in  workii 
less,  while  Americans  are  interested 
working  even  longer  hours. 

One  reason  for  this  may  be  that  hi* 
German  taxes  and  social  benefits  maj 
work  less  rewarding.  But  Bell  and  Fr« 
man  note  that  taxes  and  benefits  a 
high  in  other  European  nations,  whe 
people  still  work  more  than  Germarj 
Their  analysis  indicates  that  worke 
work  longer  hours  in  countries  with 
relatively  wide  gap  between  earnin 
than  they  do  in  countries  like  Germai 
with  low  earnings  inequality. 

Thus,  the  two  economists  believe  tr 
greater  earnings  inequality  in  the  U.  I 
combined  with  less  job  security  and 
lower  safety  net,  has  heightened  inct 
tives  for  work.  In  America,  says  Fr< 
man,  "low-wage  earners  have  to  rea 
scramble  to  survive,  while  high-wa 
earners  can  wind  up  with  a  pot  of  got 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


fORLD  GROWTH  IS  REVVING  UP 
HE  U.S.  EXPORT  ENGINE 


E  TRADE  PROBLEM 
IS  IMPORTS 


'90    '91    '92    '93  '94 
RCENT  OF  DOMESTIC  DEMAND 
t  GOODS 
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iftfc,  ermany  is  in  recovery— finally.  Elsewhere  in  Eu- 
■H  rope,  businesses  and  consumers  are  stepping  to  a 
1^  more  confident  beat.  Japan's  economy  may  be 
,oming  out.  And  the  newly  industrializing  nations  are 
'ging  ahead.  In  the  U.  S.,  the  pleasing  strains  of  world 
vth  are  music  to  exporters'  ears, 
l  fact,  with  global  growth  in  sync  and  on  the  rise,  it 
may  be  that  U.  S.  exporters  in  1994  will  enjoy  their 
;  year  since  1988.  Of  course,  because  of  increased  im- 
;s,  foreign  trade  still  exerts  quite  a  downward  tug 
he  U.  S.  economy.  In  the  first  half  alone,  it  subtracted 
e  than  two  percentage  points  from  economic  growth. 

Moreover,  the  foreign  trade 
sector  showed  little  improvement 
in  June.  The  trade  deficit  for  all 
goods  and  services  hardly 
changed,  at  $9.4  billion,  from  $9.5 
billion  in  May.  Likewise  for 
goods  alone,  the  deficit  stood  at 
$14.2  billion  compared  with  $14.3 
billion.  Merchandise  exports  rose 
4.2%  in  June,  a  bit  faster  than 
the  3%  advance  in  imports. 
However,  the  trouble  with 
le  is  America's  voracious  appetite  for  imports— from 
ranese  semiconductors  to  Tuscan  ceramics.  So  far  this 
I  imports  are  growing  at  an  astounding  25.9%  annual 
I  five  times  the  5.2%  pace  of  exports, 
he  overall  market  share  grabbed  by  nonoil  imported 
Is  jumped  to  nearly  26%  in  the  second  quarter  (chart), 
e  the  recovery  began  in  1991,  that  share  has  risen  rap- 
after  barely  growing  in  the  late  1980s. 

ETAIL  While  reversing  the  trade  imbalance  may 

rOCKPILES  seem  insurmountable,  some  recent  devel- 
iAY  CURB  opments  suggest  that  the  trade  deficit 
SPORTS  wju  not  kg  neariy  as  big  a  hindrance  to 
I  domestic  product  growth  in  the  second  half  as  it  was 
tie  first. 

ne  reason  is  that  slower  domestic  demand,  especially 
sumer  spending,  should  curb  the  onslaught  of  imports 
the  U.  S.  That  may  already  have  happened  in  the  sec- 
quarter,  when  the  downshift  in  spending  caused  a 
8  buildup  of  wholesale  and  retail  trade  inventories, 
ly  of  those  warehoused  goods  came  from  abroad.  To 
i  down  their  stockpiles,  retailers  will  be  ordering 
—not  only  from  domestic  manufacturers  but  from  for- 
i  suppliers  as  well. 


The  most  recent  sign  that  U.  S.  manufacturing  is  losing 
momentum  is  a  sharp  4.2%  drop  in  July  durable  goods  or- 
ders, the  largest  in  2%  years.  Seasonal  shutdowns  in  the 
auto  industry  and  a  drop  in  aircraft  orders  exaggerated 
the  decline,  but  the  weakness  was  widespread.  Even  if 
August  bookings  recoup  all  of  the  July  loss,  which  is  un- 
likely, third-quarter  orders  will  still  be  below  the  sec- 
ond-quarter level. 

One  area  of  imports  that  isn't  likely  to  slow  much, 
though,  is  capital  goods.  A  beneficiary  of  the  U.  S.  boom  in 
business  investment,  imports  of  capital  goods  are  up  18% 
from  a  year  ago.  And  with  spending  plans  still  flush  for 
the  rest  of  the  year,  foreign  producers  of  heavy  equipment 
and  high-tech  goods  should  continue  to  do  well. 

|  OPTIMISM  But  at  the  same  time,  U.  S.  exporters  will 
I  IS  PICKING    be  busier,  as  renewed  demand  from  a 

UP  AROUND  stronger  Europe  boosts  their  production 
I  THE  WORLD  schedules.  Although  Britain— America's 
biggest  European  customer— has  been  in  recovery  for 
some  time  now,  the  Continent  was  roiled  by  the  recession 
in  Germany.  Now,  however,  all  signs  point  to  an  upturn  in 
Europe's  biggest  economy,  paving  the  way  for  growth 
throughout  the  region. 

Worldwide  business  optimism  is  clearly  on  the  rise, 
says  Dun  &  Bradstreet  Corp.'s  latest  survey  of  more 
than  11,000  executives  in  16  countries,  with  increasingly 
upbeat  assessments  for  third-quarter  sales,  profits,  and 
employment.  Europe  led  the  increase  in  confidence,  follow- 
ing an  even  greater  gain  in  the  previous  quarter,  which 
was  the  largest  jump  since  D&B  began  the  survey  in  1988. 

Healthier  demand  from  across 
the  Atlantic  is  already  translat- 
ing into  faster-growing  sales  of 
U.  S.  goods.  New  demand  from 
Europe  is  a  big  reason  for  the 
acceleration.  After  tumbling  for 
two  years,  exports  to  Western 
Europe  have  bounced  back 
strongly  since  February  (chart). 

In  better  times,  Europe  pur- 
chased 25%  of  U.  S.  exports.  To- 
day, that  share  has  slipped  to 
20%.  Bringing  the  ratio  back  to  prerecession  levels  could 
mean  an  additional  $24  billion  in  exports  in  1995.  That's 
two  percentage  points  on  economic  growth,  although  ris- 
ing imports  could  offset  that. 

Across  the  Pacific,  the  news  is  not  as  optimistic.  Trade 
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talks  between  Japan  and  the  U.  S.  have  all  the  equanim- 
ity of  the  Major  League  Baseball  talks,  as  the  Sept.  30 
deadline  set  by  the  U.  S.  for  negotiations  aimed  at  get- 
ting the  Japanese  government  to  buy  more  American 
goods  draws  near.  In  addition,  the  different  near-term 
growth  prospects  between  the  two  countries  will  not 
help  to  smooth  out  the  problem. 

In  fact,  Japan  is  caught  on  the 
fine  line  between  recession  and 
recovery,  even  as  some  U.  S.  in- 
dustries are  going  full  tilt  (page 
26).  The  strong  yen  doesn't  help 
matters.  True,  it  makes  Ameri- 
can goods  cheaper  in  Japan,  as 
well  as  more  competitive  against 
Japanese  goods  around  the 
world.  But  because  export-driven 
Japan  is  losing  market  share,  its 
businesses  are  finding  it  difficult 
to  launch  a  recovery  there.  And  even  with  dismantled 
trade  barriers,  economic  growth  will  remain  the  key  to  im- 
proving the  bilateral  trade  balance. 

In  June,  the  U.  S.  trade  deficit  with  Japan  rose  to  $5.5 
billion  from  $4.4  billion  in  May.  And  according  to  Japan's 
Finance  Ministry,  the  deficit  widened  again  in  July,  to  $5.6 
billion,  the  second-biggest  gap  on  record.  Since  1991,  the 
U.  S. -Japan  trade  deficit  has  swollen  by  75.7%. 

EXPORTS  TO  Is  the  U.  S.  at  such  a  trade  disadvantage 
JAPAN  ARE    with  Japan?  Not  really.  The  data  are  exag- 

UP  7.8%  gerated  by  the  sharp  weakening  of  the 
THIS  YEAR  dollar  against  the  yen.  While  the  dollar- 
denominated  trade  deficit  was  widening  during  the  past 
three  years,  the  dollar  itself  was  dropping  by  34%,  push- 
ing up  the  value  of  U.  S.  imports  and  reducing  the  export 
tally. 

The  strong  yen  is  hammering  Japan's  economy.  Sure,  in 
dollar  terms,  the  Japanese  surplus  is  still  growing.  But  in 


OIL'S  PRICE  DIP 
MAY  BE  TEMPORAR1 
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yen  terms,  the  surplus  peaked  in  early  1993  and  has  be< 
falling  ever  since,  dragging  down  economic  growth  (char 

In  fact,  because  of  the  price  advantage,  American  goo* 
in  Japan  are  doing  quite  well.  U.  S.  exports  there  have  i 
creased  a  respectable  7.8%  so  far  this  year.  But  just 
with  other  countries,  the  trade  problem  rests  on  Ameria 
imports  from  Japan— up  10.6%  in  the  first  half. 

But  even  as  U.  S.  purchases  of  consumer  goods  tapi 
off,  the  total  import  bill  may  not  fall  by  much.  For  oi 
thing,  the  U.  S.  and  many  other  countries  will  face  high 
fuel  costs.  The  energy  tab  will  look  bigger  if,  as  expecte 
crude-oil  prices  bounce  back  from  their  August  dip 

Oil  prices  have  picked  up  since 
March.  OPEC  is  finally  sticking 
to  its  production  agreements, 
and  political  turmoil  in  Nigeria 
raises  supply  worries.  From 
March  until  early  August,  the 
spot  price  for  crude  oil  jumped 
41.8%,  to  about  $20  per  barrel 
(chart).  It  has  fallen  $2  since 
then  for  seasonal  reasons:  a  rise 
in  North  Sea  production  and  a 
drop-off  in  demand  from  refin- 
eries, some  of  which  are  closed  for  yearly  maintenance 

Prices  probably  won't  stay  down,  though.  With  wint 
coming  on  and  better  growth  worldwide,  fuel  dema 
will  pick  up.  By  the  fourth  quarter,  world  demand  \ 
crude  is  expected  to  outstrip  supply  by  more  than  2  rr 
lion  barrels  per  day,  estimates  the  International  Ener 
Agency. 

But  even  as  better  world  growth  lifts  America's  ener 
bill,  it  will  also  grease  the  country's  export  machine 
fact,  after  years  of  cost-cutting  and  productivity  enhan< 
ments,  the  coming  year  will  be  a  time  that  U.  S.  manuf; 
turers  will  relish.  And  at  the  same  time,  trade  will  sh 
from  being  a  drag  on  economic  growth  to  providing 
lift  that  will  help  to  keep  the  expansion  rolling  along. 
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THE  WEEK  AHEAD 


PERSONAL  INCOME 


Monday,  Aug.  29,  8:30  cum. 
Personal  income  in  July  rose  0.5%,  ac- 
cording to  a  survey  of  economists  by 
MMS  International,  following  a  0.1%  gain 
in  June.  Consumer  spending  is  expected 
to  be  up  0.3%,  after  a  0.4%  rise. 

NEW  SINGLE-FAMILY  HOME  SALES 

Tuesday,  Aug.  30,  10  a.m. 

July  sales  should  fall  to  a  610,000  annual 

rate,  from  641,000  in  June. 

CONSUMER  CONFIDENCE  

Tuesday,  Aug.  30,  10  cum. 

The  Conference  Board's  index  probably 

rose  to  92  in  August,  from  91.6  in  July. 


LEADING  INDICATORS 


Wednesday,  Aug.  31,  8:30  a.m. 
The  July  leading  index  should  rise  0.1%, 
led  by  materials  prices  and  building  per- 
mits. The  June  index  was  up  0.2%. 


FACTORY  INVENTORIES 


Wednesday,  Aug.  31,  10  a.m. 
July  inventories  likely  increased  by  0.3%, 
after  June's  0.1%  rise.  Consumer-goods 
output  has  outpaced  demand. 


NAPM  SURVEY 


Thursday,  Sept.  1,  10  cum. 
The  National  Association  of  Purchasing 
Management's  index  should  slip  to  57.5% 
in  August,  from  57.8%  in  July. 


CONSTRUCTION  SPENDING  

Thursday,  Sept.  1,  10  a,rn. 
Construction  outlays  probably  rose  0.1 
in  July,  after  growing  0.2%  in  Juil 
Spending  is  likely  to  slow  in  the  seed 
half,  given  the  recent  weakness  in  n| 
construction  contracts. 

EMPLOYMENT  

Friday,  Sept.  2,  8:30  a.m. 
August  nonfarm  payrolls  are  expected! 
show  an  increase  of  225,000  workel 
on  top  of  259,000  in  July  and  356,00Cj 
June.  That  would  bring  the  averc 
monthly  gain  to  275,000  so  far  this  yt\ 
The  unemployment  rate  probably 
mained  unchanged  at  6.1%. 
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is  new  computer  RISC  chip  technology  is 
realty  something.  It  took  me  one  day  to  complete 
an  assignment  that  used  to  take  weeks. 
Now,  if  you  11  excuse  me, 
I'm  off  ' to  have  dinner  with  my  family?* 


A  part  of  people's  lives  everywhere. 

Windows  NTand  MIPS  a>v  trademarks  of  their  respecthv  owners. 


In  an  increasingly  demanding  world  in  which  time  always  seems 
to  be  of  the  essence,  computer  chip  technology  is  allowing  us  to  be 
faster,  smarter... and  ultimately,  more  productive.  And  leading  the 
way  is  NEC's  new  MIPS"  RISC  microprocessor.  Designed 
for  the  raw  speed  of  Windows  NT"  computing,  it  can  perform 
millions  of  advanced  commands  in  a  split  second-faster  than  just 
about  any  other  processor  today.  Now,  people  can  complete  the 
most  complex  tasks  in  a  mere  fraction  of  the  time  it  took  just  a 
few  years  ago.  Whether  it's  processing  data.  Manipulating  spread- 
sheets. Or  analyzing  10  years  of  sales  figures.  Because  of  this  chip, 
millions  will  complete  projects  in  a  way  they  were  rarefy  able  to 
before... ahead  of  schedule.  In  fact,  every  product  NEC  makes-from 
cellular  phones  to  high-resolution  color  monitors-is  designed  to 
enhance  human  potential.  And  they're  backed  by  the  expertise 
of  a  world  leader  in  computer  and  com- 
munications technology.  In  public  and 
private  institutions.  In  businesses  large 
and  small.  In  homes  across  the 
country.  NEC  is  a  part  of  people's  lives. 
For  more  information,  call  its  at  1-800-338-9549 


NEC 


THE  ECONOMY  I 


I  t  sounds  like  every  executive's 
I  dream:  Customers  clamor  for  so 
H  much  of  your  product  that  you  can't 
meet  demand.  Look  at  Nike  Inc., 
scrambling  to  supply  retailers  with 
enough  Air  Madas  and  Air  Max-'s.  Or 
Ford  Motor  Co.,  adding  extra  shifts  to 
make  its  Bronco.  Mean- 
while, Intel  Corp.  is 
shelling  out  $2.4  billion 
to  add  computer-chip- 
making  capacity. 

This  is  a  slowing  econ- 
omy? Sure,  the  Federal 
Reserve  has  hiked  short- 
term  interest  rates  five 
times  since  February  to 
brake  demand.  But  op- 
erating rates  for  some 
industries  are  heading 
higher,  as  stronger  ex- 
port demand  augments 
domestic  orders.  The 
steel,  lumber,  and  auto  industries  are  all 
using  90%  or  more  of  their  available  ca- 
pacity. And  service  companies  are  adding 
workers  at  a  rate  of  250,000  a  month 
(charts).  Even  if  the  economy  grows  at  a 
3%  annual  rate  in  the  second  half,  down 
from  .'5.5%  in  the  first,  that's  still  a 
healthy  pace. 

The  surprise:  Even  in  busy  industries, 


CAUGHT  OFF  GUARD 
BY  RED-HOT 
DEMAND,  MANY 
COMPANIES  ARE 
SCRAMBLING  TO 
FILL  ORDERS.  BUT 

PRICES  ARE 
BARELY  STIRRING 


cost  pressures  have  yet  to  gel,  production 
bottlenecks  are  few,  and  most  businesses 
are  not  raising  prices.  Such  favorable 
economic  conditions  are  created  by  the 
new  business  climate.  Most  companies 
face  intense  competition  from  both  do- 
mestic and  foreign  rivals,  and  some  exec- 
utives would  rather  cap- 
ture market  share  than 
lift  margins.  Costs,  for- 
tunately, are  hardly 
growing:  Isolated  labor 
shortages  in  low-unem- 
ployment states  and 
high-skill  professions  not- 
withstanding, hourly  pay 
for  nonfarm  workers  is 
rising  at  only  a  2.8%  an- 
nual rate.  So  businesses 
can  make  a  profit  with- 
out breeding  inflation 
economywide. 

Of  course,  robust  de- 
mand can  sometimes  cause  quite  a 
scramble.  Take  Nike's  dilemma.  With 
back-to-school  buying  surging  past  its 
expectations,  the  sneaker  and  clothing 
maker  is  boosting  orders  to  Asian  sup- 
pliers in  a  rush  to  answer  retailers'  ur- 
gent pleas  for  hot  products,  such  as  the 
Air  Mada,  a  rugged  outdoor  sneaker. 
Says  Nike  Chief  Financial  Officer  Robert 


S.  Falcone:  "Our  product  is  blowing! 
the  shelves.  Retailers  are  realizing  til 
should  have  ordered  more  six  monl 
ago."  So  inventories  are  down  to  fil 
year  lows,  and  some  retail  deliver! 
have  been  delayed.  Yet,  with  competitj 
from  Reebok  International  Ltd.  and  (I 
ers,  Nike  has  not  raised  its  wholes! 
prices  in  the  past  year. 

Prices  of  high-tech  products  drop! 
the  time,  as  computer  chips  keep  shril 
ing  in  size  and  cost.  But  over  at  suit 
busy  Intel  they're  plunging  even  fasl 
than  usual.  In  the  second  quarter,  sM 
of  its  chips,  including  the  Pentium  1 
486  microprocessors,  were  up  30%  ft 
a  year  ago,  to  $2.8  billion.  Good 
for  some  cushy  pricing,  right?  Wrong 
fend  off  competition,  Intel  has  chop 
the  price  of  its  low-end  Pentium  by  ! 
since  April. 
WATCHING  WAGES.  The  key  to  ramf 
up  output  without  also  touching  o: 
firestorm  of  wage  growth  and  bot 
necks:  productivity  gains.  Nomura 
curities  International  Inc.  chief  ec( 
mist  David  H.   Resler  argues  t 
increased  efficiency  enables  Ameri 
industry  to  expand  production  e 
without  adding  factories  or  equipm 
To  keep  mills  busy  in  the  steel  indus 
for  instance,  companies  are  impor 
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lished  slabs,  which  are  then  rolled 
finished  products  here, 
nd  on  Aug.  22,  Ford  announced 
3  to  add  a  third  crew  to  its  Michigan 
:k  Plant  in  Wayne,  Mich.,  to  meet 
and  for  its  popular  F-series  pickup 
ks  and  Ford  Broncos.  By  running 
plant  round-the-clock,  Ford  will  in- 
se  output  to  240,000  vehicles,  from 
)00.  Robert  H.  Transou,  group  vice- 
ident  for  manufacturing  at  Ford  Au- 
)tive  Operations,  says:  "We're  ag- 
sively  looking  to  increase  our 
<et  share  and  sales  volume."  To  that 

Ford  is  on  average  not  raising  the 
;er  price  of  its  1995  truck  models, 
it  productivity  gains  go  only  so  far. 
booming  consulting  business  proves 
.  Strategic  consulting  firm  Monitor 
md  the  consulting  arm  of  accounting 

Coopers  &  Ly brand,  both  clogged 

new  foreign  clients,  say  they  are 
ng  to  turn  away  some  new  assign- 
ts.  And  many  manufacturers  are  an- 
5  up  big  bucks  to  add  capacity.  Intel, 
nstance,  is  planning  to  spend  $700 
on  to  double  the  output  of  its  Santa 
i  (Calif.)  factory,  on  top  of  building  a 

billion  plant  in  Hillsboro,  Ore.  Two 
r  plants,  in  Albuquerque  and  in  Fol- 

Calif.,  will  come  on  line  in  1995. 
)  meet  demand,  companies  are  also 


hiring.  Typically,  though,  the  impact  on 
wages  is  relatively  modest.  In  line  with 
its  national  union  contract,  negotiated 
last  year,  Ford  initially  will  pay  its  new 
workers  $16.20  an  hour.  While  very  at- 
tractive, the  wage  is  only  70%  of  base 
union  pay  for  existing  workers.  For  its 
part,  Compaq  Computer  Corp.  says  it 
can't  find  good  talent  fast  enough  to 
meet  its  growth  plans— but  the  comput- 
er maker  hasn't  raised  wage  rates  yet. 
mature  expansion.  That's  not  to  say 
that  some  companies  haven't  been  pulled 
into  the  wage-price  cycle.  In  North  Car- 
olina, restaurant  chain  Bojangles'  Inc. 
has  run  smack  dab  into  the  state's  3% 
jobless  rate.  The  briskly  expanding  com- 
pany has  had  to  hike  its  entry-level  pay, 
add  bonuses  for  managers,  and  share 
workers  among  restaurants.  Even  then, 
jobs  go  begging.  "One  supervisor  was 
so  desperate  he  hired  his  wife  to  pour 
drinks  one  weekend,"  says  Sue  Finley, 
Bojangles'  senior  vice-president  for  con- 
cept development. 

Moreover,  some  hyperactive  industries 
have  marked  up  prices  a  good  bit.  At 
Medusa  Corp.,  which  supplies  4%  of  the 
U.  S.  cement  market,  President  George 
E.  Uding  says:  "We've  been  producing 
virtually  flat-out  for  the  last  several 
years."  And  with  cement  supplies  tight 


across  its  Midwest  and  Southeast  mar- 
kets, Medusa  has  been  able  to  raise  pric- 
es by  11%  during  the  year  ended  in  the 
second  quarter.  In  the  Southeast,  where 
shortages  are  greatest,  the  company  re- 
cently announced  an  increase  of  up  to 
$5  per  ton.  Another  maker  of  building 
supplies,  USG  Corp.,  the  largest  producer 
of  gypsum  wallboard,  is  also  running  all 
out  this  year.  And  in  the  first  week  of 
August,  the  company  announced  a  price 
hike  of  10%  on  its  wallboard. 

When  will  this  best  of  both  worlds- 
fast  growth  and  slow  inflation— end  for 
these  lucky  companies?  Given  the  Fed's 
new  hawkish  bent,  speedy  growth  may 
be  the  first  to  go.  Lynn  O.  Michaelis, 
chief  economist  at  Weyerhaeuser  Co., 
estimates  that  it  takes  12  months  for 
rate  swings  to  affect  the  real  economy. 
This  year's  tightening,  he  says,  "is  an  is- 
sue for  1995."  Even  so,  by  early  1995, 
the  expansion  will  be  four  years  old, 
and  it's  usually  at  that  mature  age  when 
tighter  labor  markets  and  capacity  con- 
straints start  to  push  up  wages  and  pric- 
es. Nike,  Intel,  and  others  should  revel 
in  the  happy  mix  of  warp-speed  growth 
and  low  costs  while  it  lasts. 

By  Kathleen  Madigan  in  New  York, 
with  Dori  Jones  Yang  in  Seattle  and 
bureau  reports 
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HELLO  TO  RECOVERY 


Defense  workers  have  suffered  cuts — but  many  have  found  jobs  elsewhere 


Two  years  ago,  the  people  of  south- 
eastern Connecticut  were  nervous- 
ly confronting  the  end  of  the  cold 
war.  There  was  talk  from  Washington  of 
shuttering  the  Groton  nuclear  subma- 
rine base,  eliminating  4,500  jobs.  At 
nearby  Electric  Boat,  the  General  Dy- 
namics Corp.  unit  that  builds  the  subs, 
executives  wearily  planned  to  slash  em- 
ployment. Residents  of  an  area  that  re- 
lies on  the  military  for  70%  of  its  payroll 
spoke  of  pulling  up  stakes  and  moving 
to  the  Sunbelt. 

But  Groton  dodged  the  bullet.  Not 
only  did  the  sub  base  stay  open,  but 
the  Navy  may  transfer  3,500  more  jobs 
to  town.  And  the  Mashantucket  Pequot 
Indians  built  a  casino  complex  that  em- 
ploys more  than  9,000.  The  result:  The 
region  has  added  6,000  service  jobs,  far 
offsetting  the  800  it  lost 
in  manufacturing,  and 


the  area's  unemploy- 
ment rate  is  just  5.3%, 
vs.  6.1%  nationwide. 

Groton's  recovery  is 
being  replicated  in  a  lot 
of  towns  where  the 
Pentagon  once  provided 
the  meal  ticket.  A  ro- 
bust U.  S.  recovery  that 
has  added  2  million  new 
workers  this  year  is 
handily  offsetting  the 
loss  of  hundreds  of 
thousands  of  defense- 
related  jobs.  And  the 
economy  is  finding  new 
work  in  new  industries 
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for  those  displaced  by  the  shrinking  de- 
fense business.  "Despite  all  the  doomsay- 
ing,  the  economy  appears  to  have  ab- 
sorbed the  cuts  very  well,"  says  Bernard 
Weinstein  of  the  Center  for  Economic 
Development  at  the  University  of  North 
Texas. 

fighting  back.  Certainly,  defense  cut- 
backs have  taken  a  toll.  The  Defense 
Budget  Project,  a  Washington  think 
tank,  estimates  that  1.1  million  private- 
sector  jobs  have  been  lost  since  1987, 
with  an  additional  600,000  more  by  1998. 
"The  cutbacks  have  been  severe  and  in- 
volved a  lot  of  pretty  good,  well-paying 
jobs,"  says  Yolanda  K.  Kodrzycki,  a  sen- 
ior economist  at  the  Federal  Reserve 
Bank  of  Boston.  More  could  be  coming: 
The  Clinton  Administration  is  mulling 
the  cancellation  or  delay  of  such  new 


DWINDLING 
DEFENSE... 

DEFENSE  SPENDING  AS  A 
PERCENTAGE  OF  GDP 


...AND  HOW  THE  GAP 
IS  BEING  PLUGGED 

CONNECTICUT  Nonmilifary  exports  have  nearly 
doubled  since  1 987.  Other  big  job  contributors: 
—      Drugmakers  and  a  new  casino  complex. 

MISSOURI  Strong  auto  manufacturing  around  St. 

  Louis,  as  well  as  additions  by  small  businesses 

and  health-care  employers,  are  offsetting  losses  . 
from  fighter  maker  McDonnell  Douglas. 

I TEXAS  The  Dallas-Fort  Worth  area,  where 
Lockheed  makes  F-16s,  is  creating  new  jobs  in 
health  care  and  government  services. 
MASSACHUSETTS  Job  growth  rate  is  up  nearly  three 
fold,  reflecting  a  surge  in  financial  services  and 
— '99     strong  construction  and  temporary  employment. 

DATA:  DEFENSE  BUDGET  PROJECT,  BUSINESS  WEEK 


programs  as  the  F-22  fighter  a 
the  Osprey  helicopter. 

But  with  the  exception 
Southern  California,  where 
expected  30,000  more  defer 
workers  will  get  pink  slips  tl 
year,  a  majority  of  the  stat 
most  dependent  on  defense  £ 
doing  relatively  well.  In  Mas: 
chusetts,  the  boom  in  muti 
funds  has  helped  lift  employnw 
in  Boston's  mutual-fund  and  mi 
ey-management  sector  by  10 
The  Washington  (D.  C.)  subur 
home  to  thousands  of  defen 
related  workers,  are  seeing  i 
employment  rates  of  just  abc 
3%— half  the  national  averaj 
For  one,  Electronic  Data  Sj 
terns  Corp.  is  "aggressively  se 
ing  people,"  according  to 
spokesman  who  expects  hea 
business  from  Pentagon  o 
sourcing  of  payroll  and  otl 
data  services. 

shifting  gears.  In  some  cas 
it  is  defense  contractors  the 
selves  that  have  created  jobs 
shifting  into  commercial  activities 
selling  overseas.  Martin  Marietta  Cor 
missile  manufacturing  complex  in  Orl 
do  has  shed  roughly  10,000  jobs  sii 
the  late  1980s.  But  it  is  aggressiv 
courting  foreign  business,  which  n 
accounts  for  50%  of  revenues,  up  fr 
5%  five  years  ago.  Harris  Corp.,  a  IV 
bourne  (Fla.)  defense  electronics  fii 
has  moved  1,500  of  its  Electronic  S 
terns  Sector's  8,000  employees  into  n 
defense  work.  Its  latest  win:  A  $ 
million  contract  to  provide  comrnun 
tions  links  for  the  Metropolitan  Washi 
ton  Airports  Authority. 

The  job  rebound  involves  more  tl 
defense  conversion,  though.  In  sta 
such  as  Florida,  diverse  economies 
creating  employment  in  a  host  of  inc 
tries.  AT&T,  for  instance,  employs  m 
than  800  people  at  a 
icon  chip  plant  outs 
Orlando  and  is  trans 
ring  new  workers 
out  of  state.  Over 
says  Barnett  Banks 
economist  John  C 
frey,  Central  Floi 
should  lose  about  2, 
defense  jobs  a  y< 
over  the  next  six  ye 
But  the  regional  ec< 
my  created  28,000  j 
last  year  alone. 

St.  Louis,  too, 
bounced  back  quic 
from  the  defense  n 
down.  Home  to  Mcl 
nell    Douglas  Co 


ler  of  F-15  and  F/A-18  fighter  jets, 
irea  suffered  in  late  1990  and  early 
as  "Mac"  laid  off  10,000  workers  in 
lonths.  By  January,  1991,  the  unem- 
nent  rate  had  soared  to  7.6%. 
id  today?  Unemployment  is  a  paltry 
.  A  study  by  the  St.  Louis  County 
tomic  Council  found  that  by  1992, 
thirds  of  those  laid  off  by  McDonnell 
found  work,  with  nearly  half  in  the 
;  pay  range.  One  big  provider  of 
jobs:  the  auto  industry,  with  Chrys- 
!orp.  starting  up  a  second  plant  next 
and  General  Motors  Corp.  reopen- 
i  plant  to  make  vans. 
cuts.  Even  in  Connecticut,  which 
lot  rebounded  so  quickly,  the  unem- 
nent  rate  has  fallen  to  5.1%  since 
ing  at  7.5%  in  1992.  Exports  of  non- 
ary goods  have  increased  by  $3  bil- 
in  the  past  four  years— roughly  the 
;  amount  by  which  defense  contracts 
fallen  in  the  state, 
mnecticut  is  seeing  an  upsurge  in 
ioyment  in  drug  research  and  man- 
uring as  well  as  production  of  high- 
industrial  instruments.  Drugmaker 
s  Inc.  built  a  $130  million  research 
?r  in  West  Haven  two  years  ago  and 
tpanding  steadily.  Pfizer  Inc.  has 
ted  its  research  workforce  in  Groton 
0%  since  1989.  Even  Electric  Boat  is 
g  a  few  people  in  design  and  engi- 
ing  as  it  begins  work  on  a  new  class 
;tack  submarines.  "The  Connecticut 
omy  has  shown  quite  an  ability  to 
und  in  ways  that  aren't  always  pre- 
ible,"  says  state  economic  research 
:tor  Jeffrey  Blodgett. 
ven  in  battered  California,  things 
't  all  bad.  John  Oldenburg's  story  il- 
:ates  that.  For  seven  years,  he 
led  as  an  engineer  at  General  Dy- 
ics'  San  Diego-based  Convair  divi- 
,  helping  design  and  test  Centaur 
ets.  But  a  future  in  the  aerospace 
ness  seemed  highly  uncertain.  "Eve- 
/eek  I  was  going  to  another  friend's 
1-bye  luncheon,"  Oldenburg  recalls, 
ist  July,  Oldenburg  followed  a  fellow 
space  engineer  to  Aldila  Inc.,  a  mak- 
>f  high-tech  golfing  gear.  Now,  in- 
d  of  rockets,  Oldenburg  designs 
>hite  shafts. 

ood  news  in  defense,  of  course,  is 
tive.  The  long-term  picture  for  Cali- 
ia,  Connecticut,  and  other  states 
re  military  contracts  are  part  of  the 
lomic  fabric  is  one  of  continued 
nsizing.  Many  of  the  deepest  cuts 
d  come  in  a  few  years,  as  existing 
p*ams  end  production  runs  and  new 
s  are  mothballed.  Defense  workers 
only  hope  the  economy  will  keep 
)rising  people  with  its  vigor— and 
I  more  jobs  at  good  wages. 
y  Tim  Smart  in  New  Haven,  with 
'  DeGeorge  in  Miami,  Amy  Borrus 
Vashington,  and  bureau  reports 


ARMS  MAKERS  LOBBY  FOR 
A  LEVEL  BATTLEFIELD 


Since  the  late  1980s,  U.S.  ship- 
builders have  watched  glumly 
as  coveted  orders  from  Turkey 
for  eight  new  naval  frigates  went  to 
Germany's  Blohm  &  Voss  shipyard. 
Unable  to  offer  the  government  financ- 
ing available  from  German  competi- 
tors, American  yards  weren't  in  the 
running.  This  time,  as  Ankara  pre- 
pares to  spend  $4  billion  on  up  to  10 
more  frigates,  U.  S.  defense  companies 
are  lobbying  to  end  the  financial  hand- 
icap they  say  has  hurt  contractors  as 
they  vie  for  business  abroad. 

The  industry's  push  for  $2  billion  in 
loan  guarantees  comes  just  as  the  Clin- 
ton Administration  is  finishing  a  broad 
review  of  its  policy  on  conventional- 
weapons  sales.  Contractors,  backed  by 
an  Aug.  18  letter  to  the  President  from 


PATRIOT  MISSILE  ASSEMBLY:  THE  INDUSTRY  SAYS 
U.S.  LOAN  GUARANTEES  ARE  VITAL  FOR  EXPORTS 


four  senators,  are  urging  that  support 
for  the  program  be  included  in  the 
study,  which  is  expected  to  reach  Clin- 
ton's desk  in  September.  But  the  issue 
has  divided  the  Administration.  And 
even  if  the  industry  wins  the  internal 
White  House  debate,  defense  contrac- 
tors face  a  tough  fight  on  Capitol  Hill, 
where  ideological  opposition  to  financing 
weapons  exports  runs  high. 

The  export  financing  drive  comes  at 
a  fateful  time  for  the  industry.  With 
Pentagon  orders  dwindling,  exports  are 
vital  to  keep  production  lines  going. 
The  Defense  Dept.'s  recent  decision  to 
consider  delaying  or  canceling  the  F-22 
fighter,  the  Comanche  helicopter,  and 
other  military  aircraft  contracts  makes 
foreign  sales  even  more  imperative. 

But  while  European  export-import 
banks  offer  concessionary  financing  to 
grease  exports  by  European  arms 


makers,  the  U.  S.  Export-Import  Bank 
is  legally  barred  from  supporting  arms 
sales.  The  defense  industry  bristles  at 
the  moralistic  rationale  for  the  ban. 
"Once  a  defense  sale  has  gone  through 
the  rigorous  export-licensing  process 
and  been  approved,  it  should  be  treat- 
ed like  any  other  export,"  says  Dan 
Howard,  a  vice-president  with  Unisys 
Corp.'s  government  systems  group  and 
former  Navy  Under  Secretary. 
reserve  fund.  Unisys  plans  to  team 
with  Bath  Iron  Works  to  bid  for  the 
Turkish  frigate  order,  a  sale  Howard 
says  requires  government  loan  guaran- 
tees. Likewise,  Rockwell  International 
Corp.  has  little  chance  of  winning  $200 
million  in  fighter  upgrade  business  from 
Greece  without  government  support. 
To  mute  opposition  from  arms-con- 
trol advocates,  defense  con- 
tractors are  proposing  a 
loan-guarantee  scheme  that 
would  apply  only  to  sales 
to  NATO  allies  and  a  few 
other  industrialized  coun- 
tries. And  the  plan  would 
not  require  that  Congress 
appropriate  funds  to  set  up 
a  reserve  for  defaults.  In- 
stead, a  country  applying 
to  the  Pentagon  for  a  loan 
guarantee  would  make  a 
15%  cash  downpayment,  a 
portion  of  which  would 
help  establish  a  reserve 
fund.  In  return,  the  coun- 
try could  receive  a  lower 
interest  rate  because  of  the 
loan  guarantee. 


The  Pentagon  is  backing  contrac- 
tors, because  exports  help  reduce  the 
unit  cost  of  weapons.  But  some  top 
State  Dept.  officials  get  queasy  at  the 
notion  of  official  support  for  arms  ex- 
ports. And  others  question  the  indus- 
try's need  for  help.  According  to  Con- 
gressional Research  Service  figures, 
U.  S.  suppliers  accounted  for  70%  of 
arms-sales  agreements  worldwide  last 
year.  "People  will  continue  to  want 
[Lockheed  Corp.]  F-16s  and  [McDonnell 
Douglas  Corp.]  F/A-18s  without  favor- 
able financing,"  says  one  Administra- 
tion official.  Ultimately,  support  for 
export  guarantees  will  depend  on 
whether  the  Administration  believes 
the  political  good  will  generated  by 
preserving  defense  jobs  in  California 
and  other  vote-rich  states  outweighs 
the  flak  from  arms-sales  foes. 

By  Amy  Bonus  in  Washington 
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Commentary/by  Michael  Mandel 


THE  CRIME  BILL  IS  BETTER  THAN  NOTHING — BARELY 


For  Americans  already  worried 
sick  about  crime,  there  can  be 
few  less  appetizing  sights  than 
watching  Washington  politicians  wran- 
gle over  the  so-called  Violent  Crime 
Control  &  Law  Enforcement  Act  of 
1994.  After  months  of  deliberation, 
Congress  and  the  Clinton  Administra- 
tion are  still  laboring  to  bring  forth  a 
six-year,  $30  billion  crime  bill  that  cov- 
ers everything  from 
new  lighting  for  nation- 
al parks  to  the  death 
penalty  for  fatal  drive- 
by  shootings.  Will 
Americans  be  satisfied 
with  what  their  mon- 
ey buys  them? 

The  answer  is  yes— 
but  just  barely.  Cer- 
tainly,  there's  little 
doubt  that  the  country 
needs  to  put  more  re- 
sources into  fighting 
and  preventing  lawless- 
ness. Crime  costs  the 
country  $425  billion  a 
year,  business  week 
estimates.    And  the 
fear  of  potential  crime 
forces  many  people  to 
change  their  activities, 
their  jobs,  and  even 
where  they  live.  Given 
the  magnitude  of  the 
problem,  the  size  of  the  new  bill— 
which  would  add  about  5%  to  the  sum 
spent  on  law  enforcement  and  correc- 
tions by  state  and  local  governments- 
is,  if  anything,  too  small. 
foolish  spending.  But  the  crime  bill 
in  its  present  incarnation  suffers  from 
a  critical  problem:  It  doesn't  spend  the 
nation's  money  wisely.  The  issue  is  not 
simply  pork,  of  which  the  original  ver- 
sion of  the  bill  contained  ample 
amounts.  More  important,  the  crime 
legislation  puts  too  much  money  into 
new  prisons  and  untested  social  pro- 
grams, neither  of  which  has  proven 
effective  in  cutting  crime.  At  the  same 
time,  the  bill  stints  on  new  police  and 
the  handful  of  social  programs  known 
to  be  useful  in  holding  down  crime. 

Consider:  The  crime  bill  calls  for 
spending  almost  $10  billion  on  prisons, 
boot  camps,  and  other  forms  of  incar- 
ceration. That  strategy  for  crime  con- 
trol, however,  has  been  tried  with  little 


success.  Since  1980,  tougher  sentencing 
laws,  especially  for  drug  crimes,  al- 
most tripled  the  number  of  state  and 
federal  prisoners.  By  comparison,  far 
fewer  resources  were  devoted  to  hik- 
ing the  number  of  police  per  capita, 
which  rose  by  less  than  20%  (chart). 
Indeed,  some  states,  such  as  California, 
used  new  prisons  as  almost  their  only 
response  to  rising  crime  rates. 


Given  the  magnitude  of  the  crime  problem  the 
proposed  funding  is,  if  anything,  too  small 

And  while  incarceration  certainly 
does  get  criminals  off  the  street,  aca- 
demics and  policy  analysts  have  found 
little  solid  evidence  that  that  threat 
deters  crime.  The  violent  crime  rate  is 
up  sharply  since  1980,  despite  the  pris- 
on boom,  as  new  criminals  have  moved 
in  to  replace  the  ones  sent  to  jail. 
"What  we  do  know  is  that  prison 
doesn't  work  to  reduce  the  crime  rate," 
says  Marc  Mauer,  assistant  director  of 
the  Sentencing  Project,  a  nonprofit 
group  advocating  alternative 
sentencing  programs 
That's  something  that 
many   politicians  are 
willing    to    admit— but 
only  in  private. 

One  alternative  is  to 
add  more  police,  who 
could  deter  crime  by 
their  presence.  But  in 
contrast  to  its  generous 
funding  for  prisons,  the 


HARDLY  A 
BOOM  IN  BLUE 
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current  crime  bill  will  lead  to  30,00C 
new  police,  far  fewer  than  the  100,00C 
additional  cops  that  its  supporters 
claim.  The  arithmetic  is  simple.  Oveij 
its  six-year  lifetime,  the  bill  provides 
an  average  of  $1.5  billion  a  year  t( 
state  and  local  governments  for  new 
police,  with  the  recipients  picking  uf 
25%  of  the  tab.  If  putting  a  new  cop  01 
the  street  costs  $60,000,  including  sala 
ry,  benefits,  equip 
ment,  and  training 
that  means  only  30,00( 
new  police.  That's  un 
fortunate,  because  re 
searchers  such  as  Am 
Witte  of  Wellesley  Col 
lege  have  shown  tha 
increased  spending  oi 
police  can  deter  crime 

LOST     CHANCE.  An< 

while  the  funding 
social  programs  as  ai 
alternative  to  crime  i 
sound  in  principle,  th 
bill  doesn't  focus  oi 
those  programs  tha 
studies  show  to  hav 
a  measurable  impac 
on   the   crime  rate 
These  are  mainly  in 
tensive  programs  sue 
as  the  Job  Corps  an 
Head  Start,  which  ca 
help  kids  before  the; 
become  the  next  generation  of  crim 
nals.  Instead,  the  bill  now  gives  stat 
and  local  governments  $6.9  billion  for 
hodgepodge  of  untested  social  pr(| 
grams  such  as  gang  prevention  an 
midnight  basketball.  While  all  of  thes 
sound  good,  there's  little  or  no  solid  e^ 
idence  that  they  bring  down  crime. 

These  defects  don't  mean  that  th 
crime  bill  is  better  off  dead.  In  th 
war  on  crime,  even  30,000  new  cop 
are  better  than  nothing.  And  the  limil 
on  assault  weapons  wi, 
surely  save  some  live 
But  given  all  the  hoo]j 
la  over  the  crime  bil 
it  could  have  been  muc 
better— and  that's  th, 
real  tragedy. 


Mandel  wrote  BUS 
ness  week's  Cover  St\ 
ry,  "The  Economics  j 
Crime"  (Dec.  13,  1993] 
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B'S  WINDSTAR:  SLEEK  OUTSIDE,  PLUSH  INSIDE-BUT  IT  GIVES  SHOPPERS  STICKER  SHOCK 


HRYSLER  IS  BURNING  IIP 
HE  MINIVAN  LANE 


an't  keep  up  with  demand — and  it  has  a  sexy  new  model  set  for  '95 


n  July,  when  Gary  and  Robin  Long 
traded  in  their  five-year-old  Dodge 
Caravan,  they  didn't  put  much 
ught  into  deciding  which  new  model 
y  wanted.  The  suburban  Cleveland 
pie  went  right  out  and  leased  an- 
er  Caravan  at  $289  a  month  on  a 
;-year  lease.  They  hardly  bothered 
look  at  competing  models,  such  as 
'd  Motor  Co.'s  sleek  new  Windstar. 
e  figured,  why  change  when  we're 
ipy  with  what  we've  got?"  says  Gary. 
Calk  about  driving  into  a  headwind, 
•d's  Windstar,  which  critics  praised 
the  quietest,  most  carlike  van  yet 
en  it  was  launched  last  spring,  is  hav- 
a  tough  time  picking  up  speed 
linst  minivan  pioneer  Chrysler  Corp. 
ither  it  nor  a  new  model  being 
ught  out  next  January  by  Honda  Mo- 
Co.  seems  likely  to  make  much  of  a 
it  in  the  No.  3  U.  S.  carmaker's  44% 
re  of  the  $20  billion  minivan  market, 
ieed,  Japanese  companies  have 
bbed  only  a  tiny  7%  of  the  market  so 
And  as  Chrysler  readies  a  new  mini- 
i  for  rollout  next  spring,  Japan  and 
leral  Motors  Corp.,  the  weakest  of 
Big  Three  in  minivans,  could  find 
battle  for  share  a  bruising  one. 
low  feisty  a  competitor  is  Chrysler? 
carefully  wooed  millions  of  its  own 
isfied  minivan  owners  with  direct- 
il  advertising  and  special  deals  so 
y  wouldn't  defect.  And  it  offered  dis- 


counts of  up  to  $1,600  on  the  vans,  mak- 
ing it  tough  for  the  Ford  Windstar  to 
gain  momentum  in  the  months  since  it 
came  out. 

The  result:  While  shoppers  seem  to 
like  the  Windstar's  aerodynamic  styling 
and  slick  interior,  they  often  blanch  at 
its  sticker  price.  The  entry-level  GL  mod- 
el starts  at  $19,455,  and  the  more  luxuri- 
ous LX,  loaded  with  options,  can  run 
$27,000.  Dealers  had  hoped  to  charge 
full  sticker,  but  several  now  report 
knocking  off  as  much  as  $1,000  to  clinch 
a  deal.  "We  cannot  compete,"  laments 
James  A.  Hoffer,  gener- 
al manager  of  Jordan 
Auto  Mall  in  Mishawa- 
ka,  Ind.  Adds  John  B.T. 
Campbell  III,  a  Califor- 
nia superdealer  who 
owns  a  Ford  franchise 
Garden  Grove:  "We 


in 

all  expected  [the  Wind- 
star]  to  do  better." 

To  be  sure,  the  Wind- 
star  is  far  from  a  flop. 
In  five  months,  Ford 
has  sold  50,000  of  the 
vans.  Demand  could 
pick  up  a  bit,  too,  now 
that  Ford  is  finally  of- 
fering captain's  chairs  in 
the  rear— a  popular  op- 
tion with  parents  who 
are  intent  on  keeping 
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children  separated  during  long  trips.  Al- 
ready, Ford  has  picked  up  3.6  points  of 
minivan  market  share  since  January, 
though  that's  in  large  part  because  the 
company  has  continued  to  produce  its 
aging  rear-wheel-drive  Aerostar  mini- 
van  as  well. 

A  knockout.  Chrysler,  meanwhile,  can't 
keep  up  with  demand.  At  the  end  of 
July,  it  had  a  scant  30-day  inventory  of 
Caravans,  vs.  54  for  the  Windstar  (chart) 
and  an  average  of  55  for  all  cars  and 
trucks.  Supplies  are  so  tight  that  as  of 
Aug.  1,  the  company  canceled  a  sale  on 
options  such  as  air  conditioning  and  pow- 
er windows,  worth  up  to  $1,100  per  van. 
Moreover,  when  the  1995  model  year 
begins  on  Oct.  1,  Chrysler  will  raise 
prices:  An  entry-level  Caravan  and  a 
Plymouth  Voyager  will  jump  $600,  to 
$16,160;  the  long-wheelbase  Grand  Voy- 
ager will  rise  $400,  to  start  at  $18,605. 

But  Chrysler  won't  really  start  play- 
ing hardball  until  next  year.  That's  when 
its  first  all-new  minivan  since  the  initial 
model  came  out  in  1983  is  due.  The  few 
outsiders  who  have  seen  the  van  say 
its  styling  is  a  knockout.  The  first  public- 
showing  will  be  in  January  at  Detroit's 
annual  auto  show,  and  sales  will  kick 
off  in  April. 

By  mid- 1995,  once  Chrysler's  facto- 
ries begin  operating  at  full  speed,  the 
minivan  market  could  become  a  real 
slugfest.  Together,  Ford  and  Chrysler 
will  be  able  to  build  nearly  1  million 
minivans  a  year  in  North  America— al- 
most the  total  1993  sales  of  all  brands  in 
the  U.  S.  And  Honda's  new  minivan 
could  have  some  cachet:  It's  based  on 
the  Accord  sedan.  Honda  expects  to  sell 
about  30,000  of  the  vans  a  year,  at  a 
starting  price  of  about  $22,000.  The  tus- 
sle for  market  share  will  likely  re- 
sult in  "some  fairly  serious  incentives 
to  move  the  metal,"  says  William  Po- 
chiluk,  president  of  Autofacts  Inc.  in 
West  Chester,  Pa. 

The  company  most 
likely  to  get  squeezed 
is  General  Motors  Corp. 
Its  plastic-bodied,  long- 
nosed  minivans  contin- 
ue to  sell  poorly  despite 
a  modest  restyling  for 
the  1994  model  year. 
Such  models  as  Chevro- 
let's Lumina  APV  are  al- 
ready suffering.  After 
lackluster  sales  in  July, 
inventory  of  APVs 
jumped  20%,  to  91  days. 
More's  the  pity  for  GM 
and  other  weak  compet- 
itors. America's  minivan 
wars  are  just  getting 
under  way. 

By  David  Woodruff  in 
100  Detroit 
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EXECUTIVE  SUITE  I 


TROUBLE  IN 
TOONTOWN 


The  departure  of  Disney  studio 
head  Katzenberg  raises  questions 


I  n  Walt  Disney  Co.'s  The  Lion  King, 
I  rituals  of  leadership  and  succession 
I  form  the  backdrop  for  an  animated 
epic.  At  Disney's  Burbank  (Calif.)  head- 
quarters, the  same'drama  has  been  play- 
ing out  for  real  since  Frank  G.  Wells, 
the  company's  president,  died  in  a  heli- 
copter crash  earlier  this  year. 

The  Disney  theatrics  took  yet  another 
stunning  turn  on  Aug.  24:  Jeffrey 
Katzenberg,  the  talented  and  powerful 
chairman  of  Walt  Disney  Studios,  an- 
nounced he  would  leave  the  company 
when  his  contract  expires  at  the  end  of 
September.  Katzenberg  had  asked  to  be 
promoted  to  president  and  chief  operat- 
ing officer,  say  industry  executives. 
When  Disney  Chairman  Michael  D.  Eis- 
ner demurred,  Katzenberg  opted  to  bolt. 
WRONG  BRAIN.  A  Disney  source  says 
Eisner  resisted  Katzenberg's  overture 
because  he  viewed  the  studio  chiefs  cre- 
ative talents  as  too  close  to  his  own  and 
preferred  an  operations  brain  for  his 
second.  But  Katzenberg's  departure 
couldn't  come  at  a  more  awkward  time. 
Eisner  had  quadruple  coronary-bypass 
surgery  in  July.  And  while  sources  say 
he  has  returned  to  the  office,  Eisner's  ill- 
ness and  Wells's  death  have  prompted 
fears  that  Disney  doesn't  have  an  ade- 
quate succession  plan. 

Eisner  is  moving  quickly  to  allay 


KATZENBERG  MADE  ANIMATED  BLOCKBUSTERS  AN  ANNUAL  EVENT 


those  fears.  "I  am  totally  healthy.  I'm  52 
years  old,"  he  says.  "What  I  need  is 
help,  not  succession."  Though  he  still 
will  not  appoint  a  president,  Eisner 
notes  that  Disney's  board  has  developed 
an  undisclosed  succession  plan  should 
his  health  take  a  turn  for  the  worse: 
"This  is  not  a  one-man  show." 

More  to  the  point,  Eisner  announced 
a  split  of  Disney's  studio  into  separate 
television  and  motion  picture  divisions. 
Joe  Roth,  a  film  producer  who  ran  Ru- 
pert Murdoch's  Twentieth  Century-Fox 
Film  studio,  will  head  the  movie  unit. 
And  Disney's  studio  president,  Richard 
Frank,  will  head  TV.  Frank  will  also  be 
responsible  for  Disney's  nascent  telecom- 
munications business. 

Still,  no  amount  of  box-shuffling  will 
compensate  for  the  loss  of  Katzenberg. 
The  43-year-old  executive  is  the  archi- 
tect of  Disney's  immensely  valuable  fran- 
chise in  animated  films.  The  Lion  King 
alone  has  grossed  $251  million  so  far 


this  summer.  1 
analysts  say  mo1 
such  as  Aladdin  , 
Beauty  and  the  Bi 
which  both  gros 
hundreds  of  milli 
in  theater  and  ho 
video  sales,  have 
come  the  prim 
engine  for  Disn< 
growth.  "They're 
going  to  make  : 
mated  movies,"  s 
John  Tinker,  an  i 
lyst  at  Furman  i 
Inc.  "But . . .  you  d 
know  how  crit 
Katzenberg  was 
the  process." 
Disney  can  ill 
ford  to  lose  its  animation  edge  now. 
tendance  at  its  theme  parks  in  A 
heim,  Calif.,  and  Orlando  may  drop 
to  3%  in  1994,  says  Tinker.  And  wl 
EuroDisney  has  seen  its  attendance 
this  summer,  the  troubled  park  is 
from  out  of  the  woods.  Tinker  dropj 
Disney  from  his  list  of  recommenc 
stocks  on  Aug.  18. 

With  Eisner  and  Katzenberg  at 
gerheads  in  the  past  few  months, 
ecutives  were  already  buzzing  ab 
where  Katzenberg  may  go  next.  Al 
the  list:  Sony  Corp.'s  Columbia  F 
tures,  which  has  been  slumping  late 
But  a  top  executive  at  a  rival  me< 
company  says  running  another  stu 
would  not  necessarily  advance  Katz< 
berg's  career:  "Jeffrey  clearly  want; 
job  of  corporate  significance."  For  E 
ner,  Katzenberg's  loss  is  more  thar 
significant  problem. 

By  Mark  Landler  in  New  York,  u 
Larry  Armstrong  in  Los  Angeles 


ENTERTAINMENT  I 


A  MARRIAGE 
MADE  BY  GUMP 


By  boosting  Viacom  stock,  the  hit 
has  revived  the  Blockbuster  deal 


■  f  Sumner  M.  Redstone  ever  makes  a 
I  movie  out  of  his  proposed  merger 
H  with  Blockbuster  Entertainment 
Corp.,  he  should  could  call  it  The  Deal 
That  Wouldn't  Die.  On  Aug.  23,  Block- 
buster's board  of  directors  voted  to  rec- 
ommend that  shareholders  approve  its 
$7.2  billion  merger  with  Redstone's  com- 
pany, Viacom  Inc.  The  move  resuscitates 
a  deal  that  has  been  declared  dead  more 
often  than  Jason. 


The  deal  was  rescued,  at  least  in  part, 
by  the  hit  summer  movie  Forrest  Gump. 
Blockbuster  Chairman  H.  Wayne  Huizen- 
ga  had  been  disparaging  the  merger  ever 
since  Viacom  won  its  battle  for 
Paramount  Communications  Inc.  in  Febru- 
ary. His  main  gripe:  that  his  shareholders 
are  to  be  paid  mostly  in  Viacom  Class  B 
stock,  which  had  fallen  from  $42  to  as 
low  as  $21  because  of  the  debt  Redstone 
took  on  to  pay  for  Paramount.  But  now, 
propelled  by  Gump,  Via- 
com has  rebounded  to 
$34.  That  gives  in- 
vestors a  slim  pre- 
mium over  Block-  Jt\ 
buster's  $6.6  billion  C_^/ 
market  value. 

Of  course,  Block- 

REN  AND  STIMPY: 
NICKELODEON  MAY 
GO  GLOBAL 


buster  shareholders  could  still 
merger  when  they  vote  on  Sept. 
stocks  of  both  companies  fell  a  bit 
of  the  board  action.  Kenneth  J. 
portfolio  manager  at  Massachus 
nancial  Services  Co.,  which  owns 
shares,  wants  assurances  that  Via* 
invest  Blockbuster's  rich  cash  flow 
businesses,  rather  than  use  it  to  p; 
debt.  And  he  wonders  if  Blockbus 
ecutives  will  have  any  role  in  t 
company. 

Viacom  is  e 
answer  both  qu 
Redstone  says 
buster   will  gi 
more  cash  flow 
expected,  which  w> 
ow  him  to  procee 
two  projects:  a  c 
Paramount  studio 
and  a  global  Nick< 
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CYI 


ICHING  TOWARD 
BORDERLESS  PATENT 


;  U.S.-Japan  agreement  is  a  small  but  important  first  step 


kMERCE'S  LEHMAN  DOESN'T  WANT  SO-CALLED  SUBMARINE  PATENTS  TO  LINGER  IN  SECRET 


truce  A.  Lehman  has  a  vision:  a 
new  era  in  which  patents  will  be 
protected  from  global  rip-offs.  The 
^h-talking  commissioner  of  the  U.  S. 
ent  &  Trademark  Office  wants  to 
*  down  barriers  to  American  inven- 
;  in  the  patent  systems  of  Japan,  Eu- 
e,  and  the  U.  S.  He  and  other  patent 
erts  even  imagine  a  future  in  which 
application  in  one  nation's  patent  of- 
could  garner  an  inventor  worldwide 
tection.  The  result,  he  says,  would  be 


Expanding  Nick  in  Asia  and  Eu- 
lld  cost  $200  million  over  three  or 
,rs.  Executives  close  to  Viacom  say 
pect  Blockbuster  President  Steven 
ird  to  stick  around  after  the  merger, 
lers  say  Huizenga  probably  won't  be 
i  top  operating  job  at  Viacom.  So  he 
1  up  leaving. 

while,  insiders  say  Viacom  is  within 
a  deal  to  sell  Madison  Square  Gar- 
at  least  $1  billion.  Viacom's  talks 
e-Communications  Inc.  about  selling 
3  systems  are  going  more  slowly, 
g  both  deals  soon  would  really  help 
Redstone  could  use  the  proceeds  to 
billion  or  more  off  its  $10  billion 
md  he  could  assure  Blockbuster 
lders  that  he  wants  their  company 
nderlying  value— not  just  as  a  check- 
pay  for  Paramount. 
'ark  handler  in  New  York  and  Gail 
]e  in  Miami 


a  big  boost  for  U.  S.  competitiveness. 

On  Aug.  16,  the  world  inched  closer 
to  that  grand  vision  when  the  U.  S.  and 
Japan  inked  an  agreement  to  make 
changes  in  their  patent  systems.  If 
Congress  approves,  Lehman  will  bring 
the  U.  S.  system  in  line  with  Japan's 
and  Europe's  by  publishing  patents  18 
months  after  filing  instead  of  keeping 
them  secret  until  they  are  granted.  He 
will  also  implement  a  General  Agree- 
ment on  Tariffs  &  Trade  (gatt)  provi- 
sion to  change  the  17-year  patent  life 
after  granting  to  a  20-year  term  from 
the  filing  date.  Meanwhile,  Japan  will 
speed  up  patent  examinations,  eliminate 
challenges  to  pending  patents,  and  al- 
low companies  to  apply  in  English. 

The  agreement  hasn't  been  universal- 
ly hailed,  of  course.  Japan's  changes 
"aren't  worthy  of  the  concessions  we've 
made,"  sniffs  Jerome  H.  Lemelson,  71,  a 
prolific  inventor  who  holds  500-odd 
patents.  Lemelson  and  other  critics  fret 
that  a  20-year  term  in  the  U.  S.  means 
that  approval  delays  would  dramatically 
reduce  the  useful  life  of  a  patent.  More- 
over, they  scoff,  all  that  the  Japanese  of- 
fered in  return  is  faster  patent  reviews— 
a  goal  they  have  espoused  for  years. 

But  business— which  has  complained 
loudly  about  obstacles  in  the  Japanese 
system— in  general  applauds  the  accord. 
By  challenging  others'  submissions  and 
flooding  their  patent  office  with  applica- 


tions, for  example,  the  Japanese  have 
caused  lengthy  delays  in  patent  ap- 
proval. "For  years,  pre-grant  opposition 
has  been  a  thorn  in  our  side,  using  up 
precious  patent  term,"  says  John  J. 
Klocko  III,  associate  general  counsel  for 
DuPont  Co.  Japan's  concessions,  if  en- 
acted, "will  make  it  more  difficult  for 
the  competition  to  slow  down  an  impor- 
tant patent,"  says  Boston  University  law 
professor  Robert  P.  Merges. 

Still,  most  U.  S.  companies  want  a  lot 
more.  Japan's  patents  are  far  narrower 
than  the  American  equivalents,  says 
William  S.  Thompson,  former  general 
patent  counsel  for  Caterpillar  Inc.  That 
has  made  it  impossible  for  Caterpillar 
and  Other  U.  S.  multinationals  to  pro- 
tect key  innovations  because  products 
very  similar  to  theirs  can  be  patented 
without  causing  infringements. 
win-win  situation.  Lehman  and  others 
argue  that  changes  in  the  American  sys- 
tem are  long  overdue.  U.  S.  companies 
have  been  increasingly  concerned  about 
so-called  submarine  patents— applications 
for  major  innovations,  such  as  the  basic 
microprocessor,  that  linger  in  secret  in 
the  patent  office  for  decades  due  to  in- 
decision about  patent  approval.  For  in- 
stance, when  the  microprocessor  patent 
was  finally  awarded  to  inventor  Gilbert 
P.  Hyatt  in  1990,  after  20  years,  compa- 
nies such  as  the  North  American  Philips 
Corp.  had  to  scramble  to  license  it. 

Altering  the  patent  term  and  pub- 
lishing patent  requests  after  18  months 
will  get  these  applications  out  into  the 
open  and  limit  their  disruptive  effect, 
experts  say.  And  using  the  carrot  of 
U.  S.  compromises  to  persuade  Japan  to 
make  concessions  was  "a  brilliant  strat- 
egy," says  patent  lawyer  and  George 
Washington  University  law  school  pro- 
fessor Harold  C.  Wegner— although 
many  experts  say  Japan's  patent  com- 
missioner shrewdly  realized  that  the 
changes  were  in  Japan's  interest  as  well. 

The  major  import  of  the  patent  deal, 
however,  may  be  that  anything  hap- 
pened at  all.  Until  now,  more  than  20 
years  of  efforts  to  reconcile  the  world's 
patent  systems  have  come  up  virtually 
empty.  "This  is  a  very  big  step  toward 
harmonizing  the  entire  world's  patent 
system,"  says  Yoichi  Omori,  a  director 
with  the  Japanese  Patent  Office. 

Still  to  come  are  some  major  issues. 
Among  the  most  important  ones: 
whether  the  U.  S.  will  join  the  rest  of 
the  world  in  granting  patents  to  those 
who  file  first,  as  opposed  to  those  who 
can  prove  they  came  up  with  an  inven- 
tion first.  And  whether  Japan  will  grant 
broader  patents.  But  the  world  already 
is  a  step  closer  to  reinventing  the  pro- 
tection of  inventions. 

By  John  Carey  in  Washington,  with 
bureau  r  eports 
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OH  MOM,  THOSE  JEANS 
ARE,  LIKE,  SO  FIVE  MINUTES  AGO 


How  do  retailers  satisfy  back-to-school  fashion  whims?  First,  they  pray 


It's  a  fine  August  day,  and  16-year-old 
Collier  Cole  from  Lake  Forest,  111.,  is 
reveling  in  the  many  wonders  of 
nearby  Hawthorn  Center  mall.  Shoes? 
Collier  already  owns  seven  pairs  of  Con- 
verse high-tops  in  as  many  different  col- 
ors—but one  more  pair  couldn't  hurt. 
How  about  some  tie-dye?  And  a  couple 
of  flannel  shirts.  And  jeans. 
'I  don't  have  a  significant 
style,"  she  says.  "I'm  not  a 
preppie.  I  wear  what  I 
like." 

Auugh!  Retailers  find 
Collier  as,  like,  exasperating 
as  her  mother  does.  It's  the  start  of 
the  back-to-school  season— the  two 
months  in  which  the  nation's  28.5  million 
teenagers,  with  their  parents,  will  spent! 
close  to  $9  billion,  about  one-half  their 
total  annual  clothing  tab.  After  two  ane- 
mic years  in  a  row,  the  fashion  industry 
is  hoping  for  a  break. 

But  it  won't  be  a 
sure  thing.  "The  teen 
market  is  very  diffi- 
cult," complains  Kal 
Ruttenstein,  fashion  di- 
rector for  Blooming- 
dales  Inc.  "When 
there's  a  novelty  aspect 
to  clothes,  I  hey  like  it, 
but  they  k;  1  tired  of  it 
quickly.  When  you  hit 
it  right,  that's  great, 
but  peer  p  '  ssure  is 
much  strongt  •  than  any 
fashion  mess;;  ;e  a  store 


can  sell."  Between  whims  and  mood 
shifts,  it's  a  difficult  game  to  call.  "It's  a 
hormone-driven  business,"  says  retail 
consultant  Alan  Millstein. 

After  a  two-year  stand  at  the  top  of 
the  teen-clothes  heap,  for  example,  the 
amalgamation  of  ripped  jeans  and  tat- 
tered flannel  known  as  grunge  is  out. 
Very  out— though  its  spirit  lives  on, 
some  teens  say,  in  a  restyled  sort  of 
preppie  look  that's  "bigger,  or  more 
beat-up,  or  looser,  or  something,"  ac- 
cording to  Jean  Brownell,  a  San  Francis- 
co 16-year-old. 

MINI-TARTANS.  What's  in?  "For  skirts, 
the  new  thing  is  plaid,"  says  Erin  Mur- 
nane,  12,  of  Johnson  City,  Tenn.  Mini-tar- 
tans found  their  way  into  depart- 
ment stores  after  two  seasons 
on  fashion  runways.  Cut 
well  above  the  knee, 
they're  often  matched 
with   black  stockings 


HOW  TO  TALK  FASHION  WITH  A  TEENAGER 


MINI 
REDUX 

FOREST 
CHIC 


A  brief  guide  to  current  trends 

Grunge  meets  New  England  preppie.  Short  plaid  skirts, 
often  with  suspenders,  tall  socks,  and  work  boots. 


SPACE 
SHOTS 


Unisex  anoraks,  reflective  clothing,  overalls.  Inspired 
by  environmentalism — and  by  Stallone's  Cliffhanger. 

Silver  knapsacks,  boots,  and  jewelry.  Moon-landing 
nostalgia,  or  just  an  adolescent  twist  on  haute  couture. 


SAFE 

STANDARDS 


Can't  decide?  Stick  to  the  middle  ground:  Jeans,  T-shirts, 
baseball  caps — the  last  worn  backwards  and  askew. 


stretched  to  the 
thigh  and  with  updat 
ed  round-toe  versions  of  Mary 
Jane  shoes— or  clunky  boots.  Suspendei 
are  optional;  the  safety  pin,  designer 
one  concession  to  modesty,  isn't. 

For  the  doubly  hip  teen,  how  aboi 
an  accessory  in  silver?  Silver-colore 
biker  boots  and  miniature  backpack 
are  sparkling  on  the  shelves  and  at  tlj 
cash  register  this  year,  according  t 
Sears,  Roebuck  &  Co.  trend  manage 
Kathie  Betts.  "Our  junior  customer  hi 
a  sense  of  humor  about  what  she 
wearing,"  she  says  of  teens'  often-offbd 
combinations. 

The  less  adventurous  retreat  to  tlj 
comfortable  world  of  blue  denim  and  1 
shirts.  This  is  the  stuff  for  kids  such  ;j 
Joe  Spitz,  a  high  school  senior  in  Phili 
delphia  and  self-described  "regular  pel 
son."  His  style:  jeans,  with  baseball  ca]| 
and  Nike  shoes.  In  fact,  J.  C.  Pennej 
Co.'s  top  seller  this  season  is  classic  fivj 
pocket  jeans— good  news  for  Lej 
Strauss  &  Co.,  which  counts  on  bac 
to-school  as  its  biggest  season. 

Sneakers  remain  a  hot  category, 
counting  for  $3  billion  in  teen  sales 
1992.  Teenage  Research  Unlimited, 
marketing  consulting  firm  in  Nort 
brook,  111.,  found  Nike  the  brand  mo 
often  mentioned  by  teens  as  "cooles 
But  blue-suede  Pumas  and  Conver 
high-tops  are  back  in,  too. 
sensible  shoppers.  Can  designers  a: 
retailers  sort  all  this  out?  The  seas 
has  started  "a  little  on  the  disappoints 
side,"  says  retailing  consultant  Kurt  Bi 
nard.  Teenagers,  he  says,  are  earn! 
less  at  part-time  jobs  than  they  us 
to,  so  discretionary  spending  is  we; 
Their  surprisingly  rational  drive  for  v 
ue  has  pressured  pricing.  "Departme 
stores  have  moderated  price  points 
apparel  and  taken  the  specialty  stor 
head-on,"  says  Irwin  Cohen,  a  if 
loitte  &  Touche  partner. 

As  a  result,  says  Barnaij 
stores  such  as  Penney's  m 
Sears  should  have  relatively  sol 
teen  sales  this  autumn.  The  Limit) 
Too,  which  caters  I 
girls  up  to  age  16,  se 
sales  have  been  ve 
good  at  its  200  m;| 
based  shops.  In  fa! 
says   consultant  M 
stein,  "this  could  be  t 
best  fall  in  five  yeai 
Unless  teenagers  charj 
their  minds 

By  Nanette  Byrnesl 
New  York,  with  Sana 
Atchison  in  Denver  c\ 
Alice  Cuneo  in  £ 
Francisco 
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ASCENT  MBAs  TAKE 
HEIR  SHOW  ON  THE  ROAD 


;ond-tier  schools  and  their  students  are  actively  recruiting  recruiters 


■he  Merry  Pranksters  they're  not. 
|But  like  Ken  Kesey's  frenetic  band 
I  of  youthful  travelers,  a  half  dozen 
V  students  from  the  University  of 
:as  began  a  raucous  journey  on  Aug. 
n  search  of  their  own  futures.  Over 
weeks,  they'll  put  some  10,000  miles 
a  Ford  van  to  court  125  would-be 
jloyers. 

^he  object:  recruit  the  recruiters.  The 
marketplace  for  graduates  of  Texas 
other  second-tier  business  schools 
become  increasingly  tough.  Many  of 
big  companies  that  once  favored 
\i  MBA  programs  have  cut  back  sharp- 
ed while  investment  banks  and  con- 
ants  are  flocking  to  campuses  again, 


y're  mainly  visiting  places  such  as 
•vard  and  Stanford. 
Ls  a  result,  the  opportunity  gap  be- 
;en  elite  MBA  schools  and  the  second 
k  appears  to  be  widening.  This  year, 
y  4%  of  the  graduating  classes  at 
thwestern  University's  Kellogg  Grad- 
e  School  of  Management  or  Massa- 
setts  Institute  of  Technology's  Sloan 
ool  were  without  job  offers  by  com- 
ncement.  Compare  that  with  Ohio 
te,  where  40%  of  grads  lacked  a  sin- 
offer  at  graduation  (table). 
SIE  BARBECUE.  The  battle  lines  are 
ir.  "MBAs  from  second-rank  schools 
lerally  aren't  going  to  be  hired  by 
big  firms  like  the  Citibanks,"  says 
er  C.  Thorp,  director  of  Citibank's 
ruitment  program.  Thorp,  whose  com- 
iy  recruits  about  400  MBAs  yearly, 


sees  a  simple  solution:  "If  the  corpora- 
tion is  the  customer  and  they're  not 
calling  on  you,  you  have  to  call  on  that 
customer." 

That's  exactly  what  several  schools 
are  doing.  Administrators  and  students 
at  the  University  of  Tennessee,  Texas 
A&M  University,  Tulane  University,  and 
the  University  of  Georgia  are  actively 
pursuing  employers.  "We  have  to  mar- 
ket ourselves  to  remain  competitive," 
says  C.  Warren  Neel,  dean  of  the  Uni- 
versity of  Tennessee's  B-school.  "By 
sending  our  students  out  into  Corporate 
America,  we  show  the  recruiters  that 
our  program  is  relevant  to  their  needs." 

Relevance,  of  course,  is  in  the  eye  of 


the  beholder.  At  Texas  A&M,  students 
plan  to  woo  30  companies  with  a  down- 
home  Texas  barbecue  and  an  informative 
conference  on  their  B-school  program. 
The  two-day  "sell"  weekend  in  Septem- 
ber will  allow  Aggie  students  to  interact 
with  recruiters  from  such  large  compa- 
nies as  Texas  Instruments  Inc.  and  Price 
Waterhouse.  A&M  MBAs  hope  the  net- 
working will  translate  into  jobs. 

Students  at  Georgia  take  a  more  cere- 
bral approach.  MBAs  research  cities  and 
companies  that  fit  the  students'  areas 
of  interest.  After  screening  out  uninter- 
ested firms,  teams  of  five  mbas,  along 
with  school  placement  head  Lisa  Ran- 
som, visit  recruiters,  hoping  to  bring 
them  to  campus.  The  effort  has  lured 
six  new  companies,  including  Michelin 
Tire  Corp.  and  AT&T. 


Thus  far,  though,  Texas'  effort  is  the 
most  ambitious.  The  campaign  is  the 
outgrowth  of  a  1992  McKinsey  &  Co. 
study  that  found  that  many  MBA  recruit- 
ers avoided  the  school  because  it  at- 
tracted younger  students  with  less  polish 
than  those  at  peer  institutions.  Dean 
Robert  E.  Witt  responded  by  making 
extensive  work  experience  an  admission 
requirement  and  by  further  diversify- 
ing Texas'  once  regional  student  body. 
gordian  knot.  To  spread  the  word, 
students  came  up  with  the  idea  for  the 
tour.  Sam  Turcotte,  the  group's  leader, 
raised  about  $20,000  from  corporate 
sponsors:  Ford  Motor  Co.  donated  the 
roving  van,  and  Apple  Computer  Inc. 
lent  computers,  laser  printers,  and  elec- 
tronic message  pads.  American  Airlines 
Inc.  tossed  in  airplane  tickets  so  that 
rotating  teams  of  four  could  join  Tur- 
cotte on  the  road.  Armed  with  a  90- 
pound  Gordian  knot— the  better  to  sym- 
bolize their  problem-solving  prowess— the 
MBAs  hit  the  road. 

After  the  road  tour,  a  separate  group 
of  28  students  will  make  follow-up  phone 


THE  MBA 
RECRUITING  DIVIDE 

Percentage  of  Class  of  1994 
without  a  job  offer  by  graduation 


TOP  TIER 


MIT  (SLOAN)  4.0% 
NORTHWESTERN  (KELLOGG)         4  5 

DARTMOUTH  (AMOS  TUCK)  11.0 

STANFORD   16.0 

OHIO  STATE  40.0% 

GEORGIA  30.0 

TEXAS  AT  AUSTIN  24.0 

TULANE  (FREEMAN)  24.0 


DATA:  SCHOOL  REPORTS,  BUSINESS  WEEK 


calls  and  visits.  Their  message:  "Texas 
MBAs  have  first-tier  business  skills  with- 
out the  '80s  attitude,"  claims  Turcotte. 
"We're  down-to-earth,  we  work  hard, 
and  we're  willing  to  put  in  the  long  days 
needed  to  help  companies." 

So  far,  so  good.  Corporate  recruiters 
such  as  American  Express  Co.  and  Sara 
Lee  Corp.  think  the  idea  is  novel  enough 
to  meet  with  the  group  and  hear  the 
pitch.  "Students  on  the  road  can  estab- 
lish lasting  relationships  with  the  re- 
cruiters," says  Rick  Perez,  an  Apple  ac- 
count manager  who  arranged  for  the 
company's  sponsorship.  That's  not  some- 
thing Kesey's  pranksters,  who  displayed 
absolute  contempt  for  corporate  life, 
would  countenance.  But  it's  exactly  what 
Texas'  MBAs  need  to  compete. 

By  Jeffrey  Glasser  in  New  York 


SRICAN  AIRLINES  EXECUTIVES  COURTED  BY  TEXAS  MBAs:  THE  TOUR  WAS  THE  STUDENTS'  IDEA 
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THE  PC  BATTLE 
MAY  BE  BLOODLESS 


Price  war!  Or  maybe  not. 
At  first  glance,  IBM's  per- 
sonal-computer price  cuts  of 
up  to  27%,  announced  on  Aug. 
24,  seemed  likely  to  fuel  in- 
dustrywide slashing,  coming 
a  week  after  a  similar  gambit 
by  Compaq  Computer.  But 
these  combatants  may  not 
shed  much  blood  after  all.  Av- 
erage PC  prices  have  stayed 
within  5%  of  $2,000  for  six 
straight  quarters,  and  mak- 
ers cut  prices  every  year  be- 
fore introducing  new  models 
for  the  Christmas  quarter. 
The  real  slashing  may  come 
next  year,  when  Compaq  is 
expected  to  push  sub-$  1,000 
multimedia  machines.  "I  have 


CLOSING  BELL 


A  BUBBLE  IN 
SEARCH  OF  A  PIN? 


AUG.  24,  '94 


Is  this  another  Andrea  Electron- 
ics or  Spectrum  Information 
Technologies  in  the  making? 
The  stock  of  SFM  Corp.,  a  tiny 
New  York-based  maker  of  toys 
and  motors,  has  quadrupled  in 
value  since  Aug.  10,  when  the 
company  announced  sharply 
higher  profits.  The  stock  price 
rose  by  6%  on  Aug.  24  alone, 
to  35.  The  day  before,  SFM 
-which  up  till  then  had  not 
offered  any  comment  on  the 
stock's  activity— reaffirmed  plans 
for  a  company  reorganization 
and  a  4-for-l  stock  split.  Details 
of  the  proposal,  however,  had 
been  public  for  weeks.  Says 
S'M  Chairman  David  Segal, 
who  holds  more  than  300,000 
shares:  "I  really  don't  know  what 
to  make  of  it." 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


no  doubt  that  Compaq  con- 
trols pricing  in  the  industry," 
says  Dataquest  analyst  Kim- 
ball Brown. 


RESERVED  SEATS 
AT  GREYHOUND 


Greyhound  Lines,  it  ap- 
pears, has  finally  molli- 
fied its  investors.  In  an  ex- 
traordinary effort  to  make 
peace,  the  bus  company  an- 
nounced Aug.  24  that  it 
would  immediately  grant 
three  seats  on  its  nine-mem- 
ber board  to  Connor,  Clark, 
the  Toronto  firm  that  is  its 
largest  investor.  Only  two 
weeks  ago,  under  pressure 
from  investors  unhappy  with 
poor  results,  Greyhound 
Chief  Executive  Frank 
Schmieder  stepped  down. 
Then,  Connor  Clark  rejected 
an  offer  of  two  seats  tied  to 
several  conditions,  such  as 
the  demand  that  Connor 
Clark  wouldn't  contact  cur- 
rent or  former  Greyhound  di- 
rectors, employees,  or  sup- 
pliers. Now,  though,  the  two 
sides  say  they  will  work  to- 
gether "to  rebuild  Grey- 
hound's financial  strength." 


NEUTROGENA'S 
CHAIRMAN  CLEANS  UP 


The  big  winner  in  Johnson 
&  Johnson's  acquisition  of 
Neutrogena,  announced  on 
Aug.  22,  will  be  Neutrogena 
Chairman  Lloyd  Cotsen:  His 
38%  stake  is  worth  $348  mil- 
lion. But  Cotsen,  who  started 
at  the  soap-and-shampoo  com- 
pany in  1957,  after  marrying 
the  boss's  daughter,  has  had 
a  career  fraught  with  family 
tragedy  and  intrigue.  In  1979, 
his  wife  and  teenage  son 
were  found  murdered  at 
home  in  Beverly  Hills,  Calif. 
Police  suspected  a  business 
rival  involved  in  a  bitter  dis- 
pute over  Neutrogena  trade- 
mark rights— who  later  com- 
mitted suicide.  And  Cotsen's 
second  wife  filed  suit  in  1992 
charging  him  with  failing  to 
deliver  $1.5  million  worth  of 
Neutrogena  stock  he  had 


HEADLINER 
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MCDONALD'S  HOT  COFFEE  GETS  HER  COOL  CASH 


■  t's  a  crappy  cup  of  coffee 
Bthat  burns  your  tongue," 
rails  attorney  S.  Reed  Mor- 
gan. Granted,  a  cup  of  Joe  at 
McDonald's  may  not  match 
Starbucks'  fancy  brew.  But 
Morgan  has  made  a  ca- 
reer of  attacking 
those  piping-hot, 
65$  cups.  His 
latest  victory: 
A  $2.9  million 
award  for  81- 
year-old  Stella 
Liebeck,  after 
she  spilled  a  cup 
of  McDonald's  cof- 
fee in  her  lap. 

An  outrageous  sum?  Not 
at  all,  insists  Morgan.  Liebeck 
(photo)  suffered  third-degree 
burns  that  required  a  hospital 
stay  and  skin  grafts.  And 
Morgan  claims  McDonald's  of- 
ficials have  known  about  hun- 
dreds of  java-related  injur- 


ies dating  back  to  1978. 
1988,  Morgan  won  $27,000  fi 
a  29-year-old  woman  wl 
spilled  McDonald's  coffe 
Two  years  later,  McDonalc 
paid  a  Santa  Monica  (Cali 
woman  $235,000.  M 
Donald's  officia, 
didn't  retui 
phone  calls. 

Morgan— wl' 
says    he  wi; 
prepared  to  sit 
tie  the  Liebe; 
case  for  a  me;j 
$300,000-pr 
duced  an  array 
burn  experts  and  d< 
matologists  who  testified  th 
McDonald's  could  easily  sol 
the  problem  by  serving 
cooler  brew.  "Why  can't  th 
make  a  decent  cup  of  coffeq 
he  complains.  Lucky  for  hi; 
they  don't. 

By  Eric  Schit 


promised.  Cotsen  denied  the 
charge. 


A  FRIENDLY  NICHE 
FOR  UNITED'S  WOLF 


Former  United  Airlines 
Chairman  Stephen  Wolf 
wasn't  unemployed  for  long. 
Jobless  after  the  July  employ- 
ee buyout,  Wolf  announced  on 
Aug.  24  he  would  join  Lazard 
Freres  as  a  senior  adviser. 
The  firm  shouldn't  have  trou- 
ble paying  his  undisclosed  sal- 
ary: While  other  bankers 
hammered  out  details  of  the 
deal,  Lazard  earned  a  $5  mil- 
lion "success  fee"  for  bringing 
United's  unions  back  to  the 
negotiating  table  last  Decem- 
ber after  talks  broke  down. 


FROM  ACADEME  TO 
THE  CHICAGO  FED 


e  wasn't  one  of  the  fa- 
vorites. But  Michael  Mos- 
kow,  named  on  Aug.  23  to 
take  over  as  president  of  the 
Chicago    Federal  Reserve 


Bank,  brings  impressive  ci 
dentials:  Recently,  Mosk< 
has  been  teaching  internatif 
al  management  at  Northwe; 
ern  University's  J.  L.  Kello1 
Graduate  School  of  Manaj 
ment.  Before  that,  he  serv 
for  two  years  as  deputy  U.i 
Trade  Representative.  He  a 
has  business  experience,  h; 
ing  been  a  senior  executi 
at  Esmark  and  Northwest 
dustries.  Moskow's  influeij 
will  be  felt  soon:  Next  ye 
he  becomes  a  voting  meml 
of  the  Federal  Open  Marl 
Committee. 


ET  CETERA . . . 


►  Ralph  Lauren  sold  28% 
his  haute-prep  fashion  hoi 
to  a  Goldman  Sachs  unit. 

►  Digital  Equipment  dumj 
its  Olivetti  stake,  at  a  costl 
more  than  $100  million. 
►Stronger  growth  will  cut 
budget  deficit,  to  $162  bill 
in  fiscal  1995,  the  CBO  says 

►  The  other  shoe  drops  I 
Novell:  It  will  cut  1,750  ji| 
in  merging  with  WordPerf 
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Parlez-Vous  Binary  Codel 
The  Engine  And  Transmission  Do. 


Lets  engage  in  a  little  tete-a-tete,  shall  we?  The  subject: 
your  driving  habits  -  as  discussed  between  the  all- 
aluminum-alloy  V6  engine  of  the  Lexus  ES  and  its  Electron- 
ically Controlled  Transmission  with  intelligence.   ^  " 

As  you  accelerate,  the  engine  and  transmission  con- 
verse with  a  special  central  computer.  Yet  this  is  more  than 
just  talk.  After  all,  its  this  very  dialogue  that  impels  the  cen- 
tral computer  to  delay  ignition  timing  for  a  split  second 
during  gear  shifts.  As  a  result,  engine  torque  is  better  man- 
aged, making  for  virtually  imperceptible  shifts. 
Can  you  say  silken  ride? 

The  ES  most  certainly  can.  And  even  though  you  will 
never  speak  its  language,  understand  this:  The  ES  will  cer- 
tainlv  help  you  communicate  better  with  the  road. 

To  communicate  with  us,  please  call  800-USA-LEXUS. 
And  find  out  where  you  can  interface  with  your  nearest 
Lexus  dealer.  (7^  LEXUS 

 '  I  he  Relentless  Pursuit '  V  Perfection. 


The  ES 


/ 


©1994  Lexus,  A  Division  Of  Toyota  Motor  Sales.  U.S.A..  Inc.  Lexus  reminds  you  to  n  ear  seat  belts  and  obey  all  speed  Ian  >.  For  the  dealer  nearest  you,  call  800-872-5398. 


mm 


BY  OWEN  ULLMANh 


IS  BENTSEN  CLIMBING  BACK 
TO  THE  TOP  OF  THE  HEAP? 


Why  is  Lloyd  M.  Bentsen  smiling?  It  wasn't  a  great 
year  for  the  Treasury  Secretary.  His  department 
was  submerged  in  the  Whitewater  scandal,  which 
forced  out  two  top  aides.  Treasury  was  widely  blamed  for 
President  Clinton's  incoherent  dollar  policy,  and  its  plan  to 
streamline  federal  banking  supervision  was  torpedoed  by  the 
Federal  Reserve.  Worse,  Washington  gossip— some  from  the 
White  House— dismissed  the  Administration's  73-year-old  em- 
inence grise  as  out  of  gas,  out  of  the  policy  loop,  and  soon  to 
be  out  of  work. 

So  much  for  conventional  wisdom.  Bentsen  is 
not  only  secure  in  his  job,  but  he  and  new 
White  House  Chief  of  Staff  Leon  E.  Panetta- 
another  Capitol  Hill  veteran— are  emerging  as 
the  dominant  players  in  shaping  the  President's 
agenda  and  selling  it  to  Congress.  Their  centrist 
views,  pragmatism,  and  skill  in  forging  biparti- 
san compromise  will  be  even  more  important 
for  Clinton  next  year  when  he  is  sure  to  face  a 
more  heavily  Republican  legislature. 

Clinton  now  realizes  that  he  desperately 
needs  the  kind  of  insider's  knowledge  that  a  40- 
year  veteran  of  Washington  provides.  After 
the  battering  he  took  on  his  legislative  prior- 
ities earlier  this  year,  Clinton  is  leaning  on  the 
wily  Bentsen  to  get  his  top  causes— the  crime 
bill,  health-care  reform,  and  a  new  General 
Agreement  on  Tariffs  &  Trade— through  Con- 
gress. The  Treasury  chief  is  working  his  old  congressional 
friends,  and  he's  providing  the  President  with  blunt  counsel  on 
how  to  cut  deals  in  Washington.  Bentsen,  Clinton  admitted  re- 
cently, "talks  in  such  a  frank  way  to  his  President  when  I  need 
to  be  frankly  spoken  to." 

The  best  example:  health  care.  Last  year,  Bentsen  tried  to 
persuade  Bill  and  Hillary  Rodham  Clinton  to  scale  down  their 
ambitious  plan,  but  they  ignored  his  advice.  Now,  with  Con- 
gress spurning  the  White  House  plan,  Bentsen  is  trying  to  sal- 

CAPITAL  WRAPUP 


THIS  JOB'S  A  LOT  OF  FUN 


vagc  more  modest  reform— one  that's  closer  to  a  plan  lie  pn 
posed  in  1992  as  chairman  of  the  Senate  Finance  Committe< 
Whitewater  shows  just  how  much  clout  Bentsen  still  has  o 
the  Hill.  Deputy  Secretary  Roger  C.  Altman  and  Generj 
Counsel  Jean  E.  Hanson  quit  after  being  hammered  at  coi 
gressional  hearings  for  contacting  the  White  House  about 
criminal  probe  of  a  failed  Arkansas  thrift  linked  to  Clinton.  Bi 
Bentsen  was  treated  with  kid  gloves.  "He  has  a  reputation  f( 
integrity,  so  you  believe  him,"  explains  former  Senator  Warn 
B.  Rudman  (R-N.  H.).  Adds  a  Bentsen  aid- 
"It  helps  having  been  a  member  of  the  club.' 
swift  move.  Not  only  did  he  dodge  a  bulle 
but  the  savvy  Bentsen  turned  the  Whitewat< 
mess  to  his  advantage.  From  his  first  days  ( 
the  job,  Bentsen  was  frustrated  that  some  U 
aides  were  thrust  upon  him  by  White  Houi 
political  operatives.  Minutes  after  Altman  ar 
Hanson  announced  their  departures,  Bents< 
put  out  the  word  that  he  would  fill  the  slo 
with  his  own  people:  Under  Secretary  Frai 
N.  Newman  would  replace  Altman,  and  Ion 
time  Bentsen  aide  Edward  S.  Knight  wou 
replace  Hanson.  Administration  aides  say 
was  extraordinary  for  a  Cabinet  officer  to  pi 
empt  the  White  House  on  naming  Preside! 
tial  appointees.  "Only  Lloyd  could  get  awJ 
with  that,"  says  one  Presidential  adviser. 
Bentsen's  lightning  move  did  more  than  It 


the  White  House  know  who's  in  charge  of  Treasury.  Aides 
it's  also  his  way  of  refurbishing  the  department's  tarnished  i 
age.  Bentsen  himself  says  he's  not  looking  back:  "I'm  11 
interested  in  putting  anything  behind  me.  I'm  too  busy  getti: 
on  with  the  work  of  Treasury,"  he  says.  And  although  frien 
say  he  was  uptight  before  the  Whitewater  hearings,  Bentse: 
mood  couldn't  be  better  these  days.  "With  the  economy  pi 
forming  so  strongly,"  he  says,  "this  job's  a  lot  of  fun."  Giv| 
his  newly  regained  clout,  it's  no  wonder. 


HEALTH  CARE 


Big  Business  may  borrow  a  page 
from  Clinton's  playbook  to  stop 
Democrats'  health-care  bills.  Some 
trade  groups  are  preparing  to  set  up  a 
"war  room"  to  direct  lobbying.  The  13 
organizations,  from  the  National  Asso- 
ciation of  Manufacturers  to  the  Nation- 
al Restaurant  Assn.,  are  pooling  infor- 
mation and  buying  ads  together.  They 
say  they'll  go  into  the  bunker  if  the 
fight  gets  so  hot  that  they  need  in- 
stant coordination.  But  some  lobbyists 
are  skeptical.  Reminded  that  Clinton 
favors  war  rooms,  one  quips:  "Yet  an- 
other- reason  not  to  do  it."  Meanwhile, 
IBM  emerges  as  a  key  player.  It  orga- 


nized 60  companies  to  support  an  ad 


charging  that  Democratic  bills  will  hurt 
employees  of  multistate  companies. 

U.S.-RUSSIA  

President  Clinton  hopes  to  dump  one 
of  the  last  relics  of  the  cold  war 
when  Russian  President  Boris  N.  Yelt- 
sin visits  Washington  in  late  Septem- 
ber. Clinton  is  expected  to  sign  an  or- 
der finding  Russia  in  compliance  with 
the  1974  Jackson-Vanik  Amendment, 
which  had  denied  the  Soviet  Union 
most-favored-nation  trade  status  be- 
cause of  its  restrictions  on  Jewish  emi- 
gration. Congress  must  approve  the  or- 
der before  Russia  can  get  full  benefits. 


LABOR 


Business  predictions  of  a  prolabq 
tilt  at  the  National  Labor  Rela 
tions  Board  in  a  Clinton  Administratioj 
are  proving  out.  Since  former  StaJ 
ford  University  law  professor  Williaa 
B.  Gould  IV  was  confirmed  as  NLR| 
head  in  March,  the  board  has  gone  t| 
federal  courts  47  times  to  reinstam 
fired  workers  in  labor  disputes,  vs.  4 
such  actions  taken  in  all  of  1993.  Goul 
also  wants  to  let  workers  vote  by  ms 
on  whether  to  form  collective-bargai 
ing  units.  He  has  shelved  the  idea  ft 
now,  after  business  groups,  fearir 
mail  ballots  could  revive  flagging  unk 
membership,  threw  a  fit. 
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WASHINGTON  OUT| 


fi  Merely  Effective 
Insanely  Awesome? 

Introducing  Z-NOTEFLEX, 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper. 
Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand  With  sharp,  -„',llln, 
,  colorful  video  and  stereo     '"Mdx^kmhz processor 

16-bit  business  audio 


active-matrix.  256-cotor 
LCD  display 

FLEXS1TE 
LCD  display  stand 

flexb  n 

battery  charging  hay 
floppy  drive  hay 

FLEXDOCK 
enhanced  port  replicator 
two  type  III  IX  Ml  IA  /,./ 
networking  module 

i  u  win  >u  •• 

louble-speed  CD-ROM  drive 
amplified  stereo  speaker*, 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 


sound,  your  business  pre- 
sentations are  sure  to  get 
attention  Detaching  the 
LCD  display  and  placing  it 
in  front  of  your  viewers  will 
have  an  even  greater  impact: 
And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and    i  in 

peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today  then  upgrade  (HPC2f 
when  you're  ready  Multimedia  PC 

Your  audience  wants  something  worth 
watching  And  the  Z-NOTEFLEX  delivers. 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details 
1-800-289-1279,  Ext.  5122 


Zenith 

DATA  SYSTEMS 

Make  The  Connection 
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MEXICO  I 


HIGH  HURDLES 
AWAIT  ZEDILLO 

FIRST,  HE  MUST  ENGINEER  GROWTH— AND  FAST 


B 


lanca  Estela  Morales  was  pleased. 
The  34-year-old  housewife  from 
the  sugarcane-growing  town  of 
Jojutla  had  voted  for  Ernesto  Zedillo 
Ponce  de  Leon  for  President.  Now,  her 
man,  candidate  of  the  long-ruling  Institu- 
tional Revolutionary  Party  (PRI),  was 
the  winner  of  a  hard-fought  race  few 
thought  the  PRI  would  win  so  decisively. 
But  Morales  wants  to  see  Zedillo  get 
right  to  work  solving  Mexico's  deepest 
problems.  "They  need  to  create  more 
jobs,"  she  says.  "They  can  support  small 
shop  owners  and  help  companies  to 
mechanize.  There's  money  to  do  it." 

That  combination  of  optimism  and  im- 
patience is  what  President-elect  Zedillo 
faces  as  he  is  catapulted  into  Mexico's 
driver's  seat.  When  he  takes  over  the 
reins  from  President  Carlos  Salinas  de 
Gortari  on  Dec.  1,  he'll  be  launching  the 
second  phase  of  Mexico's  massive  mod- 
ernization. Painful  as  it  has  been,  Mexi- 
cans voted  to  continue  their  makeover 
from  a  protected  economy  into  an  open, 
trade-oriented  nation,  tied  to  the  U.  S. 
Despite  a  nasty  recession  and  a  growing 
gap  between  rich  and  poor,  apparently 
there  was  no  going  back. 
COMPROMISE.  That  news  drew  sighs  of 
relief  from  Mexico  City's  balsa  to  U.  S. 
boardrooms.  Despite  an  unprecedented 
flurry  of  political  poll-taking,  no  one  real- 
ly knew  just  how  Mexicans  would  feel 
after  a  tense  year  of  rebellion,  assassina- 
tion, and  lousy  economic  performance. 
The  Mexican  stock  exchange  perked  up 
3.5%  since  the  election,  and  analysts 
predicted  it  would  climb  another  20% 
by  yearend.  The  peso,  weakened  a  bit 
by  preelection  devaluation  jitters,  rose, 
too,  to  3.33  pesos  to  the  dollar.  U.S. 
companies  with 
stakes  in  Mexico 
dusted  off  expansion 
plans,  which  had 
been  put  on  hold 
pending  the  election 
outcome.  Says  How- 
ard M.  Dean,  CEO  of 


THE  ZEDILLOS 

MEXICO'S  NEW 
PRESIDENT  IS 
WELL-EQUIPPED 
TO  MANAGE  THE 
ECONOMY— BUT 
HIS  POLITICAL 
SKILLS  ARE  AS 
YET  UNTESTED 


Dean  Foods  Inc.,  a  Franklin  Park  (111.) 
food  company:  "It's  good  for  us.  We're 
just  going  to  increase  [sales]  in  Mexico 
as  fast  as  we  can." 

But  if  economic  reform  emerged  un- 
scathed, the  necessity  of  political  reform 
was  the  election's  strongest  message. 
For  this  was  like  no  other  election  in 
Mexico's  history,  generating  an  unprece- 
dented 75%  voter  turnout.  Never  be- 
fore had  the  PRI  been  forced  to  run  so 
hard  or  been  so  scrutinized  for  election 


fraud.  So  while  the  PRI  won  nearly  50% 
the  strong  showing  of  the  center-righ 
National  Action  Party  (PAN),  with  27%  c 
the  vote,  along  with  the  smaller,  17° 
vote  for  the  left-of-center  Democrat* 
Revolutionary  Party,  added  up  to  on 
of  the  largest  opposition  votes  ever. 

That  vote  will  give  the  PAN,  at  leas): 
some  clout  in  a  more  plural  congress1 
Although  the  PRI  kept  its  wide  majorit! 
in  the  Senate  and  thin  one  in  the  Chan) 
ber  of  Deputies,  it  will  now  have  ti 
compromise  on  legislation— something  I 
never  had  to  do  in  the  past.  Whethej 
Zedillo,  who  never  held  elective  offid 
before,  has  sufficient  political  savvy  tl 
cut  such  deals  is  yet  to  be  proven. 

What's  more,  the  Yale  University-edl 
cated  economist  will  be  fully  challenged 
getting  Mexico's  economic  balance  jua 
right.  Salinas  leaves  his  protege  will 
an  impressive  ledger  book  for  the  macrl 
economy:  single-digit  inflation,  low  pu| 
lie  debt,  and  many  successful  privatizJi 
tions.  But  Salinas  is  also  criticized  fi 
cutting  too  close  to  the  bone,  helpirj 
to  create  a  new  class  of  billionaires  1 
Mexico  as  millions  got  left  out  of  til 


HOW 
ZEDILLO 
COULD  MA 
MEXICO 
GROW 


DECENTRALIZE 
FEDERAL  POWER 

Turn  over  more  tax 
revenue  to  the  country's 
32  states  to  stimulate 
regional  growth 

BOOST  ASSISTANCE 
TO  INDUSTRY 

Offer  low-cost  financing 
for  smaller  companies  to 
upgrade  technology  and 
give  tax  incentives  to 
larger  ones  for  R&D 

REFRAME  EXPORT 
POLICY 

Encourage  exports  in 
areas  in  which  Mexico 
has  a  competitive  advan- 
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lomic  miracle.  "Some  of  the 
linistration's  policy  gaps 
e  large,"  says  Roberto  E. 
-es,  who  heads  Arthur  D. 
le  Mexicana  consultants, 
ow,  the  big  challenge  will 
;o  engineer  growth.  Zedil- 
brain  trust  is  well-equipped 
lelp  with  the  fine-tuning, 
mg  his  closest  advisers  are 
3  of  the  Salinas  cabinet  who 
d  be  reassigned  to  the  new 
including  Jaime  Serra 
lie,  currently  Trade  &  In- 
rial  Development  Secretary, 

Guillermo  Ortiz,  the  Fi- 
le Under  Secretary  over- 
ng  the  opening  of  Mexico's 
ncial  markets  to  foreign 
res  and  brokerages.  Some  speculate 

current  Finance  Secretary  Pedro 
e  may  be  named  to  revamp  Pemex, 
hugely  inefficient  state-owned  oil 
pany,  as  a  first  step  toward  partial 
atization  of  the  monopoly.  Although 
I  policies  have  been  criticized  as 
ing  in  compassion,  their  presence 
Id  reassure  investors  at  home  and 
>ad.  And  Zedillo  could  name  a  prom- 
t  figure  to  head  up  the  social  portfo- 
to  mollify  critics. 


AT  A  MAQUILADORA  a  market  for  Mexican  partsmakers? 


Already,  a  few  small  signs  of  health 
are  emerging.  After  nearly  a  year  of  re- 
cession, the  economy  expanded  by  2.2% 
in  the  first  hah  of  1994.  Although  much  of 
that  growth  was  turbocharged  by  a  28% 
boost  in  preelection  spending,  a  slow  re- 
covery may  be  in  sight.  More  than  a  doz- 
en foreign  banks  have  applied  to  operate 
in  Mexico,  which  will  help  reduce  bor- 
rowing costs.  And  now,  with  political  un- 
certainty waning,  direct  foreign  invest- 
ment should  rise.  Nonportfolio  investment 


was  up  25%  during  the  first  half 
of  this  year,  vs.  1993's  first  half. 

The  trick  will  be  to  make 
sure  more  Mexicans  get  a  piece 
of  the  action  (table).  Zedillo 
must  start  with  jobs,  say  econ- 
omists. Job  training  and  educa- 
tion are  crucial  for  the  1  million 
Mexicans  entering  the  work- 
force each  year.  The  govern- 
ment also  can  help  smaller  com- 
panies upgrade  manufacturing 
as  they  meet  importers  head- 
on.  And  in  areas  where  Mexico 
could  have  a  competitive  advan- 
tage under  the  North  Ameri- 
can Free  Trade  Agreement, 
such  as  auto  parts,  construction 
supplies,  and  agroindustry,  the 
government  "must  target  several  that 
can  serve  as  locomotives  for  growth," 
says  Jonathan  E.  Heath,  economist  at 
Macro  Asesoria  Economica,  a  Mexico 
City  think  tank. 

nurturing.  Another  sector  ripe  for 
change:  the  maquiladoras.  Fewer  than 
2%  of  components  for  these  factories 
are  supplied  by  Mexican  companies; 
most  come  from  U.  S.  suppliers.  Arthur 
D.  Little's  Batres  figures  Mexican  suppli- 
ers could  provide  up  to  25%  of  compo- 
nents, worth  $2.5  billion  a  year.  All  it 
would  take  is  low-cost,  government- 
backed  loans  to  improve  distribution  and 
marketing.  But  free-market  purists  in 
the  government  nixed  the  notion  when 
Batres  proposed  such  a  program. 

Such  free-market  orthodoxy  may  be 
softened  in  the  new  sexenio,  or  six-year 
term.  To  pay  for  new  programs,  Zedillo, 
a  fiscal  conservative,  will  have  to  over- 
come his  revulsion  for  deficit  spending. 
He  has  already  pledged  to  boost  spend- 
ing by  0.8%  of  gross  domestic  product 
next  year.  That  translates  into  a  deficit  of 
2%  of  GDP,  hardly  enough  to  throw  the 
economy  off  course.  And  with  many  com- 
panies sinking  under  NAFTA,  Zedillo  will 
have  to  begin  nurturing  some  industries. 
Some  possibilities:  tax  incentives  for  re- 
search-and-development  spending  and  job 
training  to  help  move  Mexico  away  from 
sweatshop  employment. 

With  so  many  pressing  problems, 
Mexico's  new  President  won't  get  much 
of  a  honeymoon.  Not  only  will  he  have 
to  justify  his  supporters'  optimism,  but 
he  also  must  overcome  the  skepticism  of 
citizens  who  voted  against  him.  Maria 
del  Carmen  Suarez,  42,  who  runs  a  sta- 
tionery store  in  a  poor  neighborhood  on 
Mexico  City's  outskirts,  is  convinced  Ze- 
dillo "will  improve  things  only  for  him- 
self and  for  Mexico's  24  billionaires."  It 
will  take  Zedillo's  economic  skills,  plus 
his  as-yet-undemonstrated  political  skills, 
to  prove  Suarez  wrong. 

By  Geri  Smith  in  Mexico  City,  with 
Elisabeth  Malkin  in  Jojutla 
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EUROPE  I 


A  NEAT  U-TURN 
IN  EUROPE 


Carmakers  are  out  of  the  slump  but  still  face  a  tough  foe:  Japan 


shuttered  in  August  for  vacations  were 
working  full  tilt. 

Is  the  uptick  in  profits  a  fluke— or 
the  payoff  to  European  auto  makers  for 
their  massive  makeover  efforts  in  re- 
cent years?  Industry  leaders  aren't  pop- 
ping champagne  corks  just  yet.  Unveil- 


VW  GOLF  MODELS  IN  FRANCE: 
HEFTY  REBATES 


Last  year,  Europe's  auto  makers  fell 
into  the  abyss.  Sales  crumpled  a 
catastrophic  16%,  to  11.3  million 
units— the  sharpest  recession  since  World 
War  II— and  four  of  the  Big  Six  manu- 
facturers lost  money.  Italy's  Fiat  posted 
the  biggest  loss  in  its  95  years  and  paid 
no  dividend  for  the  first  time  in 
more  than  40  years,  while  even 
profit  leader  General  Motors  Eu- 
rope saw  its  net  cut  in  half,  to 
around  $600  million.  For  a  ter- 
rible moment,  it  looked  as  if  all 
the  dire  predictions  about  the 
European  industry's  loss  of  com 
petitiveness  had  come  disas- 
trously true. 

This  year,  much  to  their 
own  surprise,  major  companies 
are  recovering.  Car  sales  in 
Western  Europe's  huge  mar- 
ket rose  an  estimated  5%,  to 
7.3  million  units  in  the  first 
seven  months,  confounding 
industry  forecasts  of  a  flat 
year.  Volkswagen,  Europe's 
biggest  producer  with  its 
stable  of  VW,  Audi,  Skoda, 
and  seat  brands,  returned 
to  profits  in  the  second 
quarter.  And  demand  for 
Fiat  models,  such  as  its 
new  Punto  compacts,  is 
so  hot  that  plants  usually 


AS  EUROPE'S  AUTO 

MAKERS  BOOST  THEIR  HORSEPOWER... 

LEANER  PAYROLLS  Industry  employment  cut  20%,  to  less  than  1  million  workers  since  1 989. 

HOT  NEW  MODELS  Fiat's  small  Punto  and  Ford's  Mondeo  are  selling  fast.  VW  just 
unveiled  a  new  subcompact  Polo,  and  GM  Europe  is  launching  a  Tigra  sports  coupe. 

IMPROVED  PRODUCTIVITY  Each  worker  at  Fiat's  $2.9  billion  Melfi  facility  is  expected 
to  produce  79  cars  a  year,  about  the  same  as  Japanese  makers. 

LOW..! _i  PARTS  COSTS  Major  companies  are  getting  price  cuts  of  1 5%  or  more  from 
components  suppliers,  outsourcing  parts  engineering,  and  using  more  common  parts. 

FASTER  DEVELOPMENT  Peugeot-Citroen  can  now  get  a  new  car  from  drawing  board  to 
market  in  3-3/4  years,  down  from  5  years  at  the  end  of  the  1 980s. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


ing  vw's  new  subcompact  Polo  in  Par 
on  Aug.  22,  CEO  Ferdinand  Piech  said  ii 
coming  orders  in  July  fell  back  to  tli 
same  level  as  a  year  ago  after  an  8.5' 
rise  in  this  year's  first  six  months.  Thi 
alarmed  European  stock  markets,  whei 
carmakers  have  been  strong  perforr 
ers  this  year:  vw  shares  are  up  9%  i 
far  despite  a  4.3%  drop  on  Aug.  23,  ar 
Peugeot's  6%  year-to-date  rise  contras 
with  the  Paris  market's  overall  11 
decline. 

HARD  CLIMB.  There's  no  doubt,  thoug 
that  the  industry  is  leaner  and  meane 
By  giving  themselves  a  painful  tune-u 
Europe's  companies  have  made  substa 
tial  gains  (table).  Peugeot  Chairm; 
Jacques  Calvet  brags  that  his  comp 
ny's  productivity  grew  50%  in  the  pa 
five  years.  Industry  payrolls  ha' 
shrunk  drastically:  GM  Europe,  for  exai 
pie,  has  shed  6,600  workers,  or  over  1 
of  its  labor  force,  since  the  end  of  19? 
And  from  Mercedes'  C-Class  to  Fia 
Punto,  both  launched  last  yes 
new  models  are  attracti 
and  more  aggressivt 
priced  than  before. 

Such  basic  strides,  co: 
rined  with  Europe's  econo: 
ic  recovery  and  tempora 
sales  incentives  in  some  coi 
tries,  have  started  auto  nu 
ers  on  what  looks  like  a  st 
arduous     climb  back 
competitiveness.  So  far  tl 
year,  they  have  enjoyed  un< 
H  pected  luck.  The  strong  yen  1 
lamed  most  Japanese  rivals, 
HV  though  Honda's  European  sa 

;uv  up.  And  car  buyers  are 
|P«  gaining  confidence  from  revivi 
I  economies— with  Germany's, 
example,  now  expected  officii 
to  grow  2.5%  this  year. 

The  biggest  boost,  though, 
come  from  temporary  measures 
France,  Spain,  and  Denmark  to  S] 


...THEIR  SALES 
ARE  REBOUNDING 


JAN.-JUIY  '94 

THOUSANDS  OF  UNITS 


YEAR-TO-YI 
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GM 

5.7 

FORD 

0.8 
4.0 

PEUGEOT  1 

10.4 

CITROEN  ■Hi 

15.0 
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sales.  Buyers  who  scrap  old  clunkers 
hefty  rebates.  The  French  govern- 
t,  for  example,  gives  $950  to  owners 
junk  10-year-old  cars  and  buy  new 
;.  "The  scrapping  incentives,"  says 
lur  Maher,  auto  analyst  at  consul- 
s  DRI  Europe  Ltd.  in  London, 
led  those  markets  around."  The  ton- 
as  been  most  powerful  for  French 
Spanish  producers.  Peugeot  and  Cit- 
sales,  for  instance,  rose  10%  and 
in  the  first  seven  months  of  this 
■,  respectively,  while  VW's  Spanish 
SEAT  scored  a  nearly  20%  gain.  The 
itives  will  be  phased  out  by  the  end 
995,  but  they  have  benefited  car- 
ers by  advancing  the  cyclical  pickup 
uropean  markets. 

preading  the  rebound  over  two 
s  is  providing  a  welcome  breather, 
more  wrenching  change  is  still  to 
5.  "Most  of  the  Europeans  underesti- 
5  the  effort  involved"  in  regaining 
d-class  competitiveness,  says  Susan 
acobs,  chairman  of  Little  Falls  (N.J.) 
consultancy  Jacobs  Automotive.  "It 
[Detroit's]  Big  Three  a  decade  and 
ral  tries  to  get  it  right." 
(by-colored.  At  least  the  effort  is 
?r  way.  Peugeot's  Calvet,  for  exam- 
is  calling  for  another  50%  gain  in 
luctivity  in  the  coming  five  years. 
Renault  expects  to  go  on  cutting  its 
tforce  by  a  steady  4%  to  5%  a  year 
ite  already  lopping  off  29,000  jobs  in 
years.  "It's  unavoidable,  [if  we  want] 
tay  competitive,"  says  Chairman 
s  Schweitzer. 

It's  new  $2.9  billion  plant,  opened  in 
;ary  at  Melfi  in  southern  Italy,  is 
her  attempt  at  getting  it  right.  It 
ows  heavily  from  Japanese  ideas— 
t  down  to  just-in-time  suppliers  lo- 
d  nearby  and  cherry-colored  uni- 
is  worn  by  everyone  from  assembly 
operatives  to  plant  bosses.  The  acid 
will  be  whether  it  can  hit  its  ambi- 
3  production  goals.  Its  5,700  produc- 
workers  are  supposed  to  build 
000  cars  annually— a  rate  of  79  cars 
worker  per  year,  compared  with 
in's  average  of  78. 
y  overcoming  their  initial  distaste 
learning  from  Japan,  European  mak- 
have  narrowed  the  productivity  gap. 
E.  Ludvigsen,  chairman  of  London- 
id  auto  consultants  Ludvigsen  Asso- 
3S  Ltd.,  figures  Europe's  best  are 
at  30%  less  efficient  than  the  me- 
Japanese  producer,  compared  with 
five  years  ago.  In  1999,  the  Europe- 
Jnion  will  dismantle  its  final  bar- 
5  against  Japanese-made  cars.  The 
lenge  for  Europe's  auto  makers,  in 
race  of  their  lives,  is  to  pull  level  be- 
then. 

y  John  Templeman  in  Bonn,  with 
vart  Toy  in  Paris  and  Silvia  Sansoni 
lome 


MIDDLE  EAST  I 


PALESTINE:  CLINTON  MAY  BE  READY 
TO  PUT  CASH  ON  THE  TABLE 


The  Administration  hopes  seed  money  will  spur  local  development 


Yassir  Arafat,  meet  the  friendly 
gray  suits  from  the  Overseas  Pri- 
vate Investment  Corp.  They're 
from  Washington,  and  they're  coming 
to  help  you. 

In  a  move  designed  to  cement  the 
year-old  peace  accord  between  Israel 
and  the  Palestine  Liberation  Organiza- 
tion, the  Clinton  Administration  is  get- 
ting ready  to  put  money  on  the  table. 
By  summer's  end,  the  Administration 
will  announce  a  plan  to  spend  $125  mil- 
lion in  risk  insurance,  loan  guarantees, 
and  direct  loans  to  spur  business  invest- 


ment in  the  West  Bank  and  Gaza.  In 
early  September,  Vice-President  Al  Gore 
hopes  to  cap  a  Mideast  tour  with  an  an- 
nouncement of  the  first  four  deals  guar- 
anteed by  OPIC.  A  month  later,  OPIC  and 
Builders  for  Peace,  a  private  investment 
group,  will  ferry  15  Palestinian  business 
executives  on  a  five-city  U.  S.  tour  to 
drum  up  partners  and  venture  capital. 
megadeals?  The  goal  is  to  produce  a 
fast  payoff  in  a  region  that's  getting  im- 
patient for  the  promised  economic  re- 
wards of  Middle  East  peace.  "There  has 
to  be  a  quick,  visible,  material  transfor- 
mation in  Palestinian  lives  through  the 
development  of  the  economy,  jobs,  hous- 
ing, and  all  that  flows  from  that,"  says  a 
White  House  official. 

Experts  say  OPlC's  involvement  is  cru- 
cial given  the  continued  instability  in 
the  region.  "Unless  there  is  a  guarantee 
from  somebody,  you  won't  see  large 
chunks  invested,"  says  Peter  Gubser, 
president  of  American  Near  East  Refu- 


gee Aid.  If  initial  projects  succeed,  how- 
ever, OPIC  officials  predict  that  mega- 
deals will  follow  in  the  next  two  years. 

But  for  now,  the  Administration  is 
concerned  that  Palestinians  and  Israelis 
are  drawing  away  from  each  other.  Pri- 
vately, U.  S.  officials  say  the  Israelis 
seem  lukewarm  about  forming  joint  ven- 
tures with  Palestinians  in  both  the  new- 
ly autonomous  lands  and  the  still-occu- 
pied territories.  At  the  same  time, 
emboldened  Palestinian  entrepreneurs 
want  to  strike  out  on  their  own.  U.  S.  of- 
ficials see  the  OPIC  deals  as  seed  money 
to  spur  local  economic- 
development.  That, 
they  hope,  will  even- 
tually entice  Israelis 
and  Palestinians  to  in- 
vest in  joint  ventures 
and  pull  in  private 
funds  from  abroad. 
"Such  investment  cre- 
ates opportunities  for 
partnerships  through- 
out the  region,"  says 
OPIC  President  Ruth 
R.  Harkin. 

OPIC's  ventures  will 
launch  small-scale 
projects  designed  for 
quick  start-up.  They 
include  a  Culligan 
International  Co.  joint 
venture  to  bottle 
spring  water  for  sale  to  tourists  in  Gaza; 
a  West  Bank  furniture  plant  that  will 
export  to  Eastern  Europe;  a  construc- 
tion company  that  will  supply  the  hous- 
ing industry;  and  a  business  hotel  to 
house  visiting  venture  capitalists.  Other 
deals  in  the  works  include  an  olive  oil 
processing  plant  and  a  company  to  mar- 
ket telephones.  OPIC  is  also  mulling  an 
equity  fund  that  small  Palestinian  com- 
panies could  tap  to  launch  startups. 

Getting  these  modest  ventures  off  the 
ground  won't  be  a  snap.  Public  services 
in  Palestinian  lands  are  all  but  nonexis- 
tent, roads  are  poor,  and  half  of  the 
population  of  800,000  lives  in  shanties. 

Still,  revving  up  the  economy  stands 
out  as  the  best  hope  for  nurturing  a 
fragile  accord  in  territories  that  have 
known  neither  peace  nor  prosperity.  The 
diplomats  have  done  their  part— now  it's 
time  for  the  bankers. 

By  Douglas  Harbrecht  and  Amy  Bor- 
rus  in  Washington 
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The  long  haul  is  nothing  more 
than  a  series  of  short  steps*' ' 


inning  your  financial  future  doesn't  have  to  he 
/helming.  Just  take  a  small  amount  of  money  to  start, 
and  invest  it  consistently.  Over  time,  it  can  grow  into  a 
antial  nest  egg,*  which  can  help  get  your  kids  through 
>e  or  let  you  plan  toward  your  retirement.  Whatever 
financial  goal,  you  can  take  a  first  step  to  realizing  it  by 
ting  in  a  mutual  fund.  The  Berger  100  Fund,  a  growth 
that  invests  in  what  we  think  are  the  best  of  the 
nt  faster-growing  companies,  could  help  you  achieve 
goals. 

You  can  open  an  account 
with  only  $250. 

the  Berger  Funds,  we've  kept  our  minimums  low  to 
it  easier  for  you  to  plan  for  your  future.  And,  it  you 
>e  an  automatic  monthly  investment  plan,  you  won't  ever 
to  think  about  it.  That's  because  each  month  we'll  auto- 
ally  deduct  from  your  bank  account  whatever  amount 
hoose.  Even  if  it's  as  low  as  $50.  (Of  course,  periodic 


investment  plans  do  not  guarantee  a  profit  nor  protect  against 
loss  in  declining  markets.) 

To  understand  the  impact  of  a  regular  savings  plan  in 
action,  see  the  table  below  left.  It  shows  how  easily  a  hypo- 
thetical $1,000  initial  investment -with  an  additional  $50 
invested  each  month -would  have  grown  to  $79,182  over  the 
past  19  years  with  the  Berger  100  Fund.  (Naturally,  as  with 
any  mutual  fund,  past  performance  shows  the  fund's  history 
and  does  not  guarantee  future  results. ) 

A  philosophy  that  resulted  in 
significant  success. 

This  kind  of  performance  has  grown  out  of  a  very  practical 
philosophy  that's  guided  us  through  nearly  two  decades  of 
market  fluctuations.  That  philosophy  is  simply  to  seek  invest- 
ments in  profitable,  successful  companies  because  they  are 
more  apt  to  become  profitable,  successful  investments.  You 
can  see  from  the  chart  below  how  well  this  philosophy  has 
performed  for  us  in  the  past. 


"PUTTING  IT  IN"  STEADILY  IN 
THE  BERGER  100  FUND 


Hypothetical  $1,000  initial  investment  on  9/30/74  with  $50  invested  at  the 
end  o!  each  month.  Note  the  market  declines  indicated  in  grey. To  manage 
this  kind  of  volatility  in  the  market,  we  advise  investing  long  term. 


THE  BERGER  100  FUND  TOTAL  ANNUAL  RETURN 
FOR  THE  PERIOD  ENDING  6/30/94 


Date  of  investment 

Annual  investment 
($50  per  month) 

Value  at  end  of  year 

9/30-12/31/74 

$1,150 

$1,285 

12/31/75 

$600 

$1,863 

12/31/76 

$600 

$2,892 

12/31/77 

$600 

$3,571 

12/31/78 

$600 

$4.61 1 

12/31/79 

$600 

$6,693 

12/31/80 

$600 

$9,779 

12/31/81 

$600 

$10,212 

12/31/82 

$600 

$12,256 

12/31/83 

$600 

$14,897 

12/31/84 

$600 

$12,479 

12/31/85 

$600 

$16,341 

12/31/86 

$600 

$20,225 

12/31/87 

$600 

$23,969 

12/31/88 

$600 

$24,986 

12/31/89 

$600 

$37,750 

12/31/90 

S600 

$36,249 

12/31/91 

$600 

$69,238 

12/31/92 

$600 

$75,823 

12/31/93 

$600 

$92,567 

6/30/94 

 $300  YTD 

$79,182  ytd 

Total  Investments 

$12,850 

Total  Account 

$79,182 

1  Year 

3  Years 

5  Years 

10  Years 

15  Years 

197.  Years 

-4.7%+ 

17.0% 

19.5% 

17.5% 

15.8% 

14.7% 

+Source"  Lipper  Analytical  Services,  Inc. 

t+Berger  Associates  assumed  management  of  the  Fund  9/30/74 


To  learn  more  about  the  Berger  Funds, 

Please  call  (800)3334001 

tor  a  prospectus  containing  more  complete  information 
including  management  fees,  charges  and  expenses. 
Read  it  carefully  before  investing. 


The  Berger  Funds 


Together  we  can  move  mountains. ' 


3iires  in  the  charts  represent  past  performance  and  do  not  guarantee  future  results.  These  performance  figures  include  changes  in  share 
and  reinvestment  of  dividends  and  capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than  their 
al  cost.  The  figures  include  the  deduction  of  12b-1  fees  beginning  in  June  1990.  *Dollar-cost  averaging  does  not  assure  a  profit  and  does 
3tect  against  loss  in  declining  markets.  Since  the  plan  involves  continuous  investments  in  securities  regardless  of  fluctuating  price  levels  of 
securities,  you  should  consider  your  ability  to  continue  your  purchases  through  periods  of  low  price  levels  before  investing. 

4  Beroer  Afisnriatps  Inr  q\/w  nncn/i 
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MANAGEMENT  I 


THE  SHERLOCK  HOLMES 
OF  ACCOUNTING 


Howard  Schilit  is  a  powerful — and  dreaded — financial  gumshoe 


B 


y  the  look  of  things,  business 
couldn't  be  better  at  Heilig-Mey- 
ers  Co.  After  four  years  of  acqui- 
sitions, the  furniture  and  home-accesso- 
ry retail  chain  has  grown  46%,  to  589 
outlets.  Last  year,  profits  swelled  45%, 
to  $55  million,  as  sales  rose  31%,  to  $864 
million. 

Sound  just  a  little  too  rosy?  Howard 
M.  Schilit  certainly  thinks  so.  After  the 
American  University  accounting  profes- 
sor looked  at  Heilig's  books  recently,  he 
was  decidedly  less  upbeat.  For  starters, 
the  company  includes  installment  pur- 
chases in  revenues  before  sales  are  final, 
says  an  Aug.  15  report  Schilit  wrote. 
More  significant,  its  three  years  of  stead- 
ily rising  net  income  obscured  rapidly 
growing  cash-flow  deficits.  Last  year, 
Heilig's  negative  cash  flow  totaled  $75 
million.  While  emphasizing  that  Heilig's 
financial-reporting  practices  are  perfect- 
ly legal,  Schilit  says  "these  aggressive 
accounting  policies  may  distort  the  true 
financial  condition"  of  the  company. 

Whether  ferreting  out  instances  of  al- 
legedly overstated  revenues,  as  in 
Heilig's  case,  or  showing  how  some  com- 
panies can  artificially  depress  current 
earnings  to  assure  a  big  gain  in  subse- 
quent years,  Schilit  is  quickly  earning  a 
reputation  as  one  of  the  top  forensic  ac- 
counting analysts  in  the  country.  He's 
one  of  a  handful  of  front-line  sleuths 
who  are  picking  apart  corporate  earn- 


ings reports  in  the  wake  of  criticism 
that  traditional  outside  auditors  are  fall- 
ing down  on  the  job  of  stopping  mis- 
leading—or downright  fraudulent— ac- 
counting practices. 

As  head  of  his  own  part-time  consult- 
ing firm,  the  Center  for  Financial  Re- 
search &  Analysis,  Schilit  boasts  a  client 
list  that  includes  some  of  the  biggest 
money  managers  in  the  country,  such 
as  Fidelity  Investments,  Teachers  Insur- 
ance &  Annuity  Assn. -College  Retire- 
ment Equities  Fund  and  The  Portfolio 
Group  of  Chemical  Bank,  as  well  as  the 
Council  of  Institutional  Investors. 
OVERZEALOUS?  Equally  long  is  the  list  of 
Schilit  critics  who  lambaste  the  mild- 
mannered  professor  for  what  they  see  as 
his  overzealousness  or  misinterpretation 
of  accounting  rules.  "The  whole  report  is 
completely  erroneous  and  full  of  inaccu- 
racies," fumes  Heilig  Treasurer  Roy  B. 
Goodman.  He  argues  that  accounting 
rules  support  the  company's  interpreta- 
tion of  when  to  book  installment  reve- 
nues. As  for  the  negative  cash  flow, 
Goodman  says  "it  simply  reflects  the 
rapid  expansion  of  a  high-growth  compa- 
ny." Irwin  S.  Cohen  of  Deloitte  & 
Touche,  Heilig's  outside  auditors,  dis- 
misses Schilit's  analysis  as  "off-base." 

Heilig's  managers  aren't  the  only  ones 
angry  at  Schilit.  He  has  studied  the  fi- 
nancials  of  39  companies  over  the  past 
year.  The  result:  24  companies  on  which 


i 


ai 


he  wrote  negative  reports  have  sei 
their  stock  dragged  down  by  an  averaj 
of  31%.  Critics  charge  that  even  an  o 
base  analysis  can  send  stock  prie 
plummeting,  spark  investigations, 
trigger  costly  lawsuits  (page  52). 

Schilit's  specialty  is  flagging  the  ft 
quent— and  perfectly  legal— gambit 
"window  dressing,"  which  puffs  up  pr 
its  and  revenues.  He  is  not  allegi 
fraud;  indeed,  the  accounting  techniqi 
he  highlights  are  allowed  under  gener 
ly  accepted  accounting  principles  (GAA 
But  GAAP  rules  are  subject  to  wi 
interpretation— and  companies  ha 
great  leeway  in  choosing  how  conser 
tively  or  aggressively  they  account  for 
nancial  transactions.  Schilit's  aim  is 


QUESTIONING     ComPanX    checkers  heilig-meyers 

f  ||E  MIIMRFPC        Business       Franchises  and  operates  fast-food  restaurants  Furniture  and  home-accessory  chain 

l,UmDMW       Revenues $1 89.5  million,  up  80% $864 ^  miHion^up  31%*' 

Earnings      $15  million,  up  21%  $55  million,  up  45% 

Stock  price    5V\& ,  down  57%  since  Schilit's  Feb.  14  report  24%,  down  5%  since  Schilit's  Aug.  1 1  rc- 

Schit'rt's       When  selling  restaurants  to  franchisees,  Company  books  installment  purchases  c 

analysis       Checkers  books  sale  price  as  revenue  im-  nues  before  sales  are  final.  Despite  risin 

mediately,  before  the  sale  is  completed.  Highly  income,  Heilig  has  negative  cash  flow  tf 

favorable  accounting  for  acguisitions  allows  totaled  $75  million  last  year, 
overly  rapid  consolidation  or  earnings. 

Company      Company  follows  generally  accepted  Company  says  accounting  standards  su 

™  response      accounting  practices  in  all  transactions.  interpretation  of  when  sales  are  final.  It 

says  that  negative  cash  flow  reflects  age 
expansion  and  cost  of  building  new  stoii 


'Fiscal  year  ended  Feb.  28 


DATA:  CENTER  FOR  FINANCIAL  RESEARCH  8  ANALYSIS,  COMPANY  REPORTS,  BUSli 
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ke  sure  investors  know  how  solid  the 
nbers  in  company  accounts  really  are. 
Schilit  became  well  known  when  he 
ired  in  the  stunning  fall  of  supercom- 
,er  maker  Kendall  Square  Research 
~p.  After  going  public  in  early  1992, 
ndall's  shares  more  than  doubled,  to 
!,  within  a  year,  as  revenues  soared 
m  $904,000  to  $20.7  million.  Suspi- 
js  of  that  growth,  Fidelity  hired  Schil- 

0  look  at  the  company.  In  a  Septem- 
1993,  report,  Schilit  argued  that 

ndall  was  booking  sales  for  which  no 
h  was  coming  in.  Kendall's  auditor, 
ce  Waterhouse,  subsequently  discov- 
id  that  Kendall  was  claiming  revenue 
m  computer  sales  to  universities  that 

1  not  paid  for  the  equipment.  Price 


•data  provider,  oil  and  gas  explorer 
iion,  up  50% 
liion,  up  26% 

i  1 1%  since  Schilit's  May  24  report 

\y  books  cost  of  all  exploration 
s  as  an  asset.  Has  not  established 
it  allowance  for  doubtful  accounts, 
ners  don't  pay  bills,  earnings  and 
s  will  have  been  overstated! 
zing  all  exploration  costs  is  an 
ble  accounting  method  for  oil 
lies  and  is  approved  by  the  SEC  and 
Company  has  no  need  for  larger 
ms  as  bad  debts  have  been  minor. 


Waterhouse  revised  1992  revenues  down- 
ward to  $10  million,  and  said  that  a  loss 
of  $12.7  million  should  have  been  $21.6 
million.  For  1993,  Kendall  reported  a 
net  loss  of  $67  million  on  revenues  of  $18 
million,  and  its  stock  was  delisted  by 
NASDAQ  after  falling  to  2%  in  April. 

By  uncovering  such  cases,  their  sup- 
porters say,  Schilit  and  other  forensic 
accountants  are  a  needed  counterweight 
to  the  securities  analysts,  auditors,  and 
short-sellers  who  may  have  financial  con- 
flicts of  interest  that  influence  their  re- 
ports. "His  value  to  me  is  fleshing  out 
the  mismatch  between  reality  and  ac- 
counting," says  Schilit  client  Abraham 
Bronchtein,  research  director  at  Chemi- 
cal Bank's  portfolio  management  unit. 
financial  ferrets.  Some  experts  fear 
the  financial  fudging  will  increase,  as 
shaky  companies  that  went  public  during 
the  recent  stock  market  boom  try  to 
prop  up  high  share  prices.  They  may 
be  tempted  "to  contrive  transactions  to 
increase  income  or  take  out  expenses," 
says  Abraham  J.  Briloff,  an  accounting 
professor  at  City  University  of  New 
York's  Bernard  M.  Baruch  College. 

Briloff  and  other  critics  of  the  ac- 
counting profession  say  investors  can't 
always  depend  on  independent  auditors 
to  ferret  out  such  practices.  With  the 
Big  Six  depending  more  on  management 
consulting  services  for  income,  some  ex- 
perts fear  that  the  firms  are  unwilling  to 
sacrifice  the  consulting  business  to  go  to 
the  mat  over  accounting  issues. 

Often,  securities  analysts  aren't  much 


help  either.  Dallas-based  David 
Tice,  who  publishes  the  news- 
letter Behind  the  Numbers, 
notes  that  it's  rare  to  get 
downbeat  analyses  or  "sell" 
recommendations  from  equity 
analysts.  "The  purpose  of  most 
Wall  Street  research  is  sup- 
porting the  firm's  underwrit- 
ing business,"  says  Michael 
Murphy,  publisher  of  the  Over- 
priced Stock  Service,  a  news- 
letter for  short-sellers. 

Of  course,  investors  have  to 
be  equally  wary  of  short-sell- 
ers' incentives  for  trashing  a 
stock.  It's  just  that  battle  of 
conflicting  agendas  that  has 
left  a  lucrative  niche  for  inde- 
pendent gumshoes  such  as  the 
42-year-old  Schilit,  who  doesn't 
invest  in  or  make  recommen- 
dations on  the  stocks  he 
writes  up. 

red  flags.  Schilit's  method  for 
targeting  companies  is  less 
than  scientific.  He  scours  pub- 
lished lists  of  hot-growth  com- 
panies, looking  for  companies 
whose  stock  prices  have  trip- 
led in  18  months.  Last  winter, 
Pyxis  Corp.,  a  San  Diego  outfit  that 
makes  and  leases  automated  systems 
for  distributing  medications,  piqued  his 
interest  after  its  stock  soared  from  $10 
to  $37  in  less  than  two  years.  His  Mar.  3 
report  concluded  that  the  sharp  rise  in 
revenues— from  $13.4  million  to  $100  mil- 
lion—that Pyxis  had  reported  over  the 
past  three  years  was  "misleading"  and 
"unsustainable."  Just  before  going  public 
in  1992,  Pyxis  started  booking  revenues 
from  equipment  leases  as  if  they  were 
outright  sales,  rather  than  spreading 
them  over  the  life  of  the  lease,  Schilit 
says.  Although  permitted  by  accounting 
rules,  he  says  the  practice  "exaggerates 
the  growth  in  sales  and  earnings." 

Reaction  was  swift.  Pyxis'  stock  price 
fell  to  $20  by  late  April.  Four  share- 
holder lawsuits  were  filed,  although  they 
were  eventually  dropped  when  no  evi- 
dence of  fraud  was  found.  "The  report 
was  not  responsible;  it  contains  several 
factual  errors,"  says  Nadine  Padillo,  in- 
vestor relations  officer  for  Pyxis.  A  let- 
ter from  auditor  Ernst  &  Young  defend- 
ing the  practice  was  printed  as  an  ad  in 
Investor's  Daily.  "There  is  no  acceptable 
alternative,"  the  firm  declared. 

Schilit  also  looks  for  financial-state- 
ment chicanery  at  companies  where 
there  are  management  red  flags:  boards 
packed  with  people  who  have  ties  to  the 
company,  questionable  compensation  ar- 
rangements, and  insider  stock  sales  be- 
fore bad  news.  One  example  of  a  compa- 
ny whose  management  practices  gave 
Schilit  cause  for  concern:  Checkers 


SCHILIT  HAS 
PRODUCED 
NEGATIVE 
REPORTS  THAT 
HAVE  HELPED 
DRAG  DOWN 
THE  STOCK  OF 
24  COMPANIES 
BY  AN  AVERAGE 
OF  31%.  CRITICS 
CHARGE  THAT 
EVEN  AN  OFF- 
BASE  ANALYSIS 
CAN  SEND  A 
STOCK  PRICE 
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Library  of  Computing 


Because  your  world  is  about  to  enter 

whole 


It's  a  brave       YA'M.H'i  and  to  get  ahead,  you've  got  to  leverage  all  your 
resources.  No  one  is  better  positioned  to  help  you  maximize  your  potential  than 
Business  Week  and  Osborne/McGraw-Hill.  Whether  you  want  to  take 
command  of  world  markets  from  your  desktop  or  hone  your  presentation  skills 
with  the  latest  multimedia  technology,  the  I 


Business  Week  Library  of  Computing 


has  the  insights,  practical  advice,  and  cutting  edge  information  you  need 
to  make  a  positive  impact. 

Don't  wait  for  the  future  to  be  old  news.  The  Business  Week  Library 
of  Computing  is  designed  to  keep  you  ahead  of  the  curve  and  well  on  your  way 


to  a   smooth  transition   into  the  business  world  of  tomorrow. 


1  800  227-0900 


Available  at  better  bookstores  ana  computer/software  retailers  everywhere,  or  for  more  information  in  the  U.S.A.  call  ■  W-T'T'r'l 
(9:00  a.m.  -  4:30  p.m.  Weekdays  Pacific  Time).  In  Canada,  call  1  800  565-5758  (8:30  a.m.  -  4:30  p.m.  Weekdays  Eastern  Time). 
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The  Business  Week 

Guide  to  Global  Investments 

Using  Electronic  Tools 

by  Robert  Schwabach 

Paperback  $39.95  U.S.A. 

Includes  three  3.5-inch  PC  disks  with 

working  versions  of  the  best-selling  programs 

for  analyzing  stocks  and  markets. 
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The  Business  Week  Guide  to 
Multimedia  Presentations: 

Create  Dynamic  Presentations  That  Inspire 

by  Robert  L.  Lindstrom 

Paperback  $39.95  U.S.A. 

Test  drive  today's  hottest  presentation 

graphics  software. . .  full  working  versions 

included  on  one  CD-ROM  disk! 
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create  Dynamic  presentations 
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Includes  three  3.5-inch  PC  disks 


Includes  one  CD-ROM  disk 
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Drive-in  Restaurants  Inc.  in  Clearwater, 
Fla.  His  Feb.  14  report  noted  that  Chair- 
man Herbert  G.  Brown  named  two  sons, 
both  in  their  20s,  as  executive  vice-pres- 
idents, and  it  claimed  that  the  board  has 
no  truly  independent  outsiders. 

In  looking  at  Checkers'  books,  Schilit 
found  examples  of  aggressive  accounting 
in  1993  that  he  alleges  hid  the  company's 
deteriorating  condition.  Checkers'  rapid 
earnings  growth  came  to  a  halt  in  1994' s 
first  half,  as  the  company  posted  a 
$500,000  loss,  compared  with  $7.8  million 
in  profit  for  the  first  half  of  1993. 
pool  hauls.  Schilit  points  out  that  when 
Checkers  sells  its  modular  restaurant 
kits  to  franchisees,  it  books  the  full  sale 
price  as  revenue  during  construction, 
before  the  sale  is  completed.  He  also 
criticizes  Checkers  for  making  frequent 
acquisitions  with  stock  and  accounting 
for  them  by  a  favorable  method  known 
as  "interest  pooling."  The  result,  he  says, 
is  that  Checkers'  own  earnings  could 
have  received  a  deceptively  large  boost 
from  consolidating  earnings  from  ac- 
quired restaurants. 

Checkers  officials  reject  the  criticism. 
"Our  accounting  methods  are  dictated 
by  generally  accepted  accounting  practic- 
es and  have  been  approved  by  the  SEC 
and  our  outside  accountants,"  says  one. 
KPMG  Peat  Marwick,  Checkers'  auditors, 
declined  comment.  The  company's  stock, 
at  5Vis,  is  down  57%  since  December 
1993,  following  Schilit's  report  and  a 
shareholder  suit  alleging  securities  fraud. 

Schilit's  reports  don't  always  precipi- 
tate a  stock  drop.  The  share  price  of 
Seitel  Inc.  has  increased  11%,  to  31%, 
since  it  was  the  target  of  a  critical  re- 
port in  May.  The  Houston  seismic-data 
company  got  a  boost  from  good  drilling 
news  in  its  recently  started  oil-and-gas- 
exploration  business.  But  that  hasn't 
changed  Schilit's  opinion.  He  complains 
in  his  July  report  that  Seitel  books  all 
the  costs  of  gathering  its  seismic  data  as 
assets  rather  than  charging  some  as  ex- 
penses. That  could  overstate  earnings 
and  net  worth.  He  also  thinks  revenues 
could  suffer  because  Seitel  understates 
the  risk  of  nonpaying  accounts.  "Time 
will  tell  if  I'm  right,"  he  says. 

Seitel  replies  that  Schilit's  complaints 
smack  of  overzealousness.  Debra  D.  Va- 
lice,  Seitel's  chief  financial  officer,  says 
that  "capitalizing  exploration  costs  is  an 
acceptable  practice  in  the  oil-and-gas  in- 
dustry." The  company's  accounting  meth- 
ods have  won  approval  from  Arthur  An- 
dersen &  Co.,  its  outside  accountants,  as 
well  as  the  IRS  and  the  SEC.  Moreover, 
Valice  says  Seitel  has  no  need  to  in- 
crease provisions  for  bad  debts,  because 
the  company  surfers  only  minor  write- 
offs. "It's  unfair  to  criticize  companies 


for  using  accounting  methods  that  are  al- 
lowed by  the  rules,"  says  Philip  D.  We- 
demeyer  of  Arthur  Andersen. 

Still,  major  energy  companies  don't 
typically  capitalize  100%  of  exploration 
costs.  The  dispute  highlights  how  unsci- 
entific accounting  can  be.  In  an  effort  to 
make  reporting  more  precise,  an  adviso- 
ry committee  to  the  American  Institute 
of  Certified  Public  Accountants  has  rec- 


ommended instituting  stiffer  disclosui 
requirements  by  yearend  1995.  But  tf 
move  is  strongly  opposed  by  the  Bus 
ness  Roundtable  and  the  Conferenc 
Board.  Whatever  the  rules,  many  a 
countants  say  there  are  limits  on  whi 
they  can  do.  As  long  as  companies  c? 
find  accounting  loopholes  to  exploi 
sleuths  like  Schilit  will  have  a  field  da 
By  Michael  Schroeder  in  Washingh 


THE  BIG  SIX 
REACH  FOR  A  BIG  SHIELD 


Washington 
has  been 
consumed 
this  summer  by 
health-care  reform 
and  crime  legislation. 
But  for  some  compa- 
nies, securities-law  re- 
form has  generated 
far  more  interest. 
Frustrated  at  the  sky- 
rocketing cost  of  what 
they  consider  frivolous 
shareholder  lawsuits, 
the  Big  Six  account- 
ing firms  are  pushing 
for  legislation  to  limit 
the  right  of  investors 
to  sue  for  securities 
fraud. 

Proponents  high- 
light the  benefits  of 
reform  for  growth 
companies,  which  say 
they  are  often  hit 
with  nuisance  suits 
when  bad  news  sends 
stock  prices  tumbling. 
But  accountants  stand 
to  gain  most.  Under 
two  bills  now  before 
Congress,  sharehold- 
ers would  no  longer 
be  able  to  recoup 
100%  of  damages  from 
auditors  if  the  accoun- 
tants played  only  a 


PUTTING  THE 
BRAKES  ON  SUITS 

Pending  legislation  would 
limit  the  rights  of  sharehold- 
ers to  sue  for  securities  fraud. 
Among  the  provisions: 

►  To  discourage  dubious 
cases,  losers  would  have  to 
pay  all  legal  fees. 

►  Named  plaintiffs  in  secur- 
ities-fraud suits  must  own  at 
least  $10,000  of  stock  or  1% 
of  company's  securities. 

►  Defendants  would  be  re- 
sponsible for  only  a  propor- 
tional share  of  damages  they 
cause.  Currently,  each  defen- 
dant can  be  held  liable  for 

1 00%  of  the  damages  as- 
sessed against  all  defendants. 
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minor  role  in  the 
fraud  (table).  That  would  be  a  major 
change  in  existing  law,  which  has  sad- 
dled the  Big  Six  with  $1.4  billion  in 
fines,  settlements,  and  jury  verdicts 
since  1991. 

The  legislation  would  limit  account- 
ing firms'  liability  to  a  proportional 
share  of  damages.  The  current  system 
encourages  shareholders  to  aim  for  the 
wealthy  firms,  particularly  if  a  guilty 
company  has  gone  out  of  business. 


"The  accounting  pro 
fession  faces  a  liabil 
ity  burden  unmatchec 
by  almost  any  othei 
sector  of  our  econo 
my,"  Deloitte  <S 
Touche  Chairman  J 
Michael  Cook  tok 
Congress  in  early  Au 
gust.  With  so  much  a 
stake,  the  Big  Si: 
have  funded  a  $12  mil 
lion  lobbying  cam 
paign.  They've  enlist 
ed  hundreds  o 
supporters,  includinj 
high-tech  companie 
and  groups  such  a 
the  National  Associs 
tion  of  Manufacturers 

"FREE  REIN."  Not  SU1 

prisingly,  plaintiff: 
lawyers  and  consume 
groups  are  leading  thj 
charge  against  th 
measures.  They  argu 
that  the  bills  woul 
weaken  the  firms'  ii 
centive  to  uneart 
questionable  practice 
Support  has  also  corr 
from  officials  in  secu 
ities-law  enforcemei 
who  say  that  shar 
holders  could  be  b: 
losers.  The  refor 
'will  have  the  pracl 


cal  effect  of  givir 
free  rein  to  financial  wrongdoers,"  sa.1 
Craig  A.  Goettsch,  president  of  tl 
North  American  Securities  Admini 
trators  Assn. 

With  Congress  still  embroiled 
crime  and  health-care  issues,  lawma1 
ers  may  not  have  time  to  act  on  til 
legislation  this  year.  But  shareholdj 
lawsuits  won't  go  away.  And  neithj 
will  the  legislative  drive  to  curb  theij 
By  Michael  Schroeder  in  Washingtl 
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THE  CORPOS' 


SP  (      AT  TOYOTA,  improving  the  quality  of  life  is  as 

ome     ot     our     most  ) 

important  to  us  as  improving  the  quality  of  our 


SUCCESSFUL 


vehicles.  That's  why,  for  the  last  20  years,  we've 
been  supporting  American  community  projects 

j  {j.  i*  c  h     ci  n  d 

who  participate  in  them.  This  year  alone,  we're 
^  P  E  I     investing  more  than  $12  million  in  organizations 

ranging  from  the  National  Science  Teachers 


programs 


Association  to  the  United  Negro  College  Fund 
to   educational   PBS   programming,   such  as 

j-J^Y'j^         NOTH       NG     I     "Where  in  the  World  Is  Carmen  Sandiego?"  To 

us,  a  successful  business  shouldn't  just  try  to  make 
to       do       wit  k  a  profit,  it  should  try  to  make  a  difference  as  well. 

INVESTING     IN     THE     THINGS     WE     ALL     CARE    ABOUT.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-CH,  New  York,  NY  10019. 


IT  COMES  WITH 
EVERYTHING  BUT 
THE  POPCORN. 


Introducing  the  Ascentia"  900n 

PERFORMANCE  NOTEBOOK.  Not  since 
the  days  you  bumped  up  to  the  front 
row  in  an  old  Chevy  and  looked  up 
at  a  screen  the  size  of  a  building  has 
something  looked  so  striking.  This  is 
one  monster  screen,  with  ten  and  a 
half  inches  of  TFT  active-matrix  or 


dual-scan  STN  color.  It's  the  bigg 
screen  available  today. 

Your  work  will  dazzle  with  vibr 
colors,  and  your  audience  will  app 
ciate  the  kind  of  high  definition  th 
makes  the  most  complex  graphic 
even  the  fine  print,  quite  readabl 

Still,  there's  plenty  more  to  th 
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AST 
900N 

IBM 

755C,Cs 

COMPAQ 
LTE  ELITE 

TOSHIBA 
T4800CT 

10.4"  TFT 
10.3"  DS-STN 

10.4"  TFT 
9.5"  DS-STN 

9.5"  TFT 

9.5"  TFT 

4-8hrs 

3.1-8hrs 

2.5-4/irs 

2.5-4hTs 

integrated 
Tracks  tick 

Integrated 
Trackpomt 

Integrated 
Trackball 

External 
Trackball 

(/75MH;  comparable  products  as  of  6/13/94  Screen  measured  diagonally 
fefrom  manufacturers'  specifications. 

\I  than  just  an  eye-popping  screen. 
;  is  very  much  a  high  performance 
:book,  with  a  powerful  Intel  486 
)U'LL       LIKE  THE 


processor,  up  to  75MHz.  Local  bus 
architecture  combined  with  hardware 
accelerated  graphics  deliver  as  much 
as  16  million  WinMarks. 

Inside,  AST's  intelligent  power 
management  system  actually  adjusts 
the  computer  to  your  work  habits, 
taking  a  breather  when  you  do.  So 
the  battery  life  lasts  from  four  to  eight 
hours  or  about  the  length  of  a  Godzilla 
film  festival.  That's  longer  than  a 
similar  Compaq  or  Toshiba  laptop. 

In  fact,  everything  you  need  to  be 
truly  mobile  is  right  here.  For  instance, 
the  pointing  stick  is  right  at  your 
fingertips.  There  are  two  PCMCIA 
slots.  Or,  if  you  prefer,  you  can  add  a 
docking  station  for  more  expansion. 

Of  course,  there  is  a  three-year 
worldwide  limited  warranty,*  with  a 
year  of  48-hour  rapid  repair  service.** 
And  our  telephone  support  group  is 
here  to  help  you  every  day,  24  hours 
a  day.  It's  the  kind  of  responsiveness 
you'd  expect  from  the  fifth  largest 
manufacturer  of  personal  computers: 

You've  got  to  see  the  new  Ascentia 
900N  notebook  from  AST.  For  a 
screening  or  more  information,  please 
call  800-876-4AST. 
WAY      WE  WORK 


Intel  DX4/75MHZ  or 
DX2/50MHZ. 

10.4"  or  9.5"  diag.  TFT,  or  10.3" 
diag.  DS-STN  color  display. 

340MB  or  510MB 
removable  hard  drive. 

4MB  or  8MB  RAM, 
upgradable  to  32MB. 

VL  bus  hardware 
graphics  accelerator. 

Two  PCMCIA  slots, 
two  type  II  or  one  type  III. 

"Hot  swappable"  NiMH  battery 
with  60-minute  FastCharge. 

Under  7.0  lbs. 

SmartPoint  track  stick. 

Pre-loaded  with  Windows 
and  a  package  of  mobile 
communications  software. 


AST. 

COMPUTER 
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A  POTENT 
NEW  TOOL 
FOR  SELLING 


DATABASI 


(t  may  not  be  celebrated  as  a  national 
holiday,  but  it's  a  pretty  big  deal 
around  here.  Happy  birthday  from  the 
Claridge  Casino  Hotel,  Atlantic  City. 

What  time  is  it  now  in  Israel?  Wliat  is 
Mama  cooking  today?  We  at  AT&T  know 
exactly  how  you  feel  and  are  aware  of 
your  need  to  ccdl  and  speak  with  those 
close  to  you  whenever  you  wish. 

Dear  Nabisco  All-Star  Legends  Collec- 
tor: As  a  participant  in  last  year's  offer, 
you  are  being  given  a  sneak  preview  of 
our  1994  All-Star  Legends  cards.  Be  the 
first  on  your  block  to  order  these  special 
limited-edition  cards. . . . 

Does  it  seem  as  if  a  lot  of  companies 
are  taking  quite  a  friendly  interest  in 
your  life  these  days?  Helping  you  mark 
your  birthday?  Soothing  your  homesick- 
ness? Giving  you  an  early  peek  at  some- 
thing new?  If  this  kind  of  stuff  is  turning 
up  in  your  mailbox  more  often,  you're 
not  alone.  You're  on  the  receiving  end  of 
a  sophisticated,  high-tech  twist  to  the 
ancient  art  of  persuasion.  It  goes  by  dif- 
ferent names— database  marketing,  rela- 
tionship marketing,  one-to-one  market- 
ing. But  it  all  adds  up  to  the  same  thing: 
Companies  are  collecting  mountains  of 
information  about  you,  crunching  it  to 
predict  how  likely  you  are  to  buy  a  prod- 
uct, and  using  that  knowledge  to  craft  a 
marketing  message  precisely  calibrated 
to  get  you  to  do  so. 

It  amounts  to  one  of  the  biggest 
changes  in  marketing  since  "new  and 
improved."  First  came  the  mass  mar- 
ket, that  vast,  undifferentiated  body  of 
consumers  who  received  identical,  mass- 
produced  products  and  messages— any 
color  of  car  they  wanted,  so  long  as  it 
was  black.  Then  came  market  segmenta- 
tion, which  divided  still-anonymous  con- 
sumers into  smaller  groups  with  com- 
mon demographic  or  psychographic 
characteristics.  Now,  new  generations 
of  faster,  more  powerful  computers  are 
enabling  marketers  to  zero  in  on  ever- 
smaller  niches  of  the  population,  ulti- 
mately aiming  for  the  smallest  con- 


1 


HOW  IT  WORKS 


THE 

PRODUCT 


2 


INTO  THE 
DATABASE  MAW 


You  may  think  you're  just  sending  in  a  c 
pon,  filling  out  a  warranty  card,  or  ente 
a  sweepstakes.  But  to  a  marketer,  you're 
also  volunteering  information  about  you 
self — data  that  gets  fed  into  a  computer, 
where  it's  combined  with  more  informat 
from  public  records. 


3 


DIGESTING 
THE  DATA 


Using  sophisticated  statistical  tech- 
niques, the  computer  merges  different 
sets  of  data  into  a  coherent,  consoli- 
dated database.  Then,  with  powerful 
software,  brand  managers  can  "drill 
down"  into  the  data  to  any  level  of 
detail  they  require. 


4 


AN  IDEAL 
CONSUMER 


The  computer  identifies  a  model  consumer  of  a  choir 
product  based  on  the  common  characteristics  of  hic^ 


volume  users.  Next,  clusters  of  consumers  who  sharil 
characteristics — interests,  incomes,  brand  loyalties, | 
instance — can  be  identified  as  targets  for  marketinc&l 
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COVER  Of 


MARKETING 


7 


REFINING  THE 
DATABASE 


The  database  is  continually  updated 
with  information  collected  from 
product-oriented  clubs,  responses  to 
coupons,  calls  to  800  numbers,  and 
sweepstakes  entries,  as  well  as  with 
new  lists  from  outside  sources. 


s 


USING  THE 
KNOWLEDGE 


The  data  can  be  used  in  many  ways: 
to  determine  the  values  of  coupons 
and  who  should  get  them;  to  develop 
new  products  and  ensure  that  the 
appropriate  consumers  know  about 
them;  to  tailor  ad  messages  and  aim 
them  at  the  right  audience. 


SHARING  DATA 
WITH  RETAILERS 


Cash-register  scanners  provide  reams 
of  information  about  exactly  what 
shoppers  are  buying  at  specific  stores. 
Merged  with  the  manufacturer's  data, 
this  intelligence  helps  to  plan  local 
promotional  mailings,  fine-tune  shelf 
displays,  and  design  store  layouts. 
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sumer  segment  of  all:  the  individual. 

A  growing  number  of  marketers  are 
investing  millions  of  dollars  to  build 
databases  that  enable  them  to  figure 
out  who  their  customers  are  and  what  it 
takes  to  secure  their  loyalty.  Direct 
marketers  have  long  been  in  the  van- 
guard of  database  users:  Catalogs, 
record  clubs,  and  credit-card  companies 
have  always  needed  their  customers' 
names  and  addresses  to  do  business 
with  them.  But  database  marketing  is 
now  moving  into  the  marketing  main- 
stream, as  everyone  from  packaged- 
goods  companies  to  auto  makers  comes 
to  believe  that  in  the  fragmented,  fierce- 
ly competitive  marketplace  of  the  1990s, 
nothing  is  more  powerful  than  knowl- 
edge about  customers'  individual  practic- 
es and  preferences. 

HOG-TIED.  In  1992,  for  example,  General 
Motors  Corp.  joined  with  MasterCard  to 
offer  the  GM  Card.  As  a  result,  GM  now 
has  a  database  of  12  million  GM  card- 
holders, and  it  surveys  them  to  learn 
what  they're  driving,  when  they  next 
plan  to  buy  a  car  or  truck,  and  what 
kind  of  vehicle  they  would  like.  Then,  if 
a  cardholder  expresses  an  interest  in, 
say,  sport-utility  vehicles,  the  card  unit 
mails  out  information  on  its  truck  line 
and  passes  the  cardholder's  name  along 
to  the  appropriate  division. 

Blockbuster  Entertainment  Corp.  is 
using  its  database  of  36  million  house- 
holds and  2  million  daily  transactions  to 
help  its  video-rental  customers  select 
movies  and  steer  them  to  other  Block- 
buster subsidiaries.  In  Richmond,  Va., 
the  company  is  testing  a  computerized 
system  that  recommends  10  movie  ti- 
tles based  on  a  customer's  prior  rentals. 
The  suggestions  are  printed  on  a  card 
that  also  offers  targeted  promotions. 
Customers  who  have  rented  children's 
films,  for  example,  might  get  a  discount 
at  Discovery  Zone,  Blockbuster's  play- 
center  subsidiary. 

Kraft  General  Foods  Inc.  has 
amassed  a  list  of  more  than  30  million 
users  of  its  products  who  have  provided 
their  names  when  sending  in  coupons 
or  responding  to  some  other  KGF  pro- 
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motion.  Based  on  the  interests  they've 
expressed  in  surveys,  it  regularly  sends 
them  tips  on  such  things  as  nutrition 
and  exercise— as  well  as  recipes  and 
coupons  for  specific  brands.  The  compa- 
ny figures  that  the  more  information 
consumers  have  about  a  product,  the 
likelier  they'll  be  to  use  more  of  it 
(sample  tip:  Use  Miracle  Whip  instead 
of  butter  for  grilling  sandwiches).  KGF 
constantly  refines  its  database  by  send- 
ing surveys  to  the  names  on  its  list. 
Like  KGF,  Harley-Davidson  Inc.  wants 


RJR  have  assembled  huge  databases  of 
smokers  they  can  reach  directly.  For  ex- 
ample, by  requiring  consumers  who  re- 
spond to  offers  of  free  shirts,  sleeping 
bags,  or  other  merchandise  to  fill  out 
detailed  questionnaires,  Philip  Morris 
has  built  a  list  of  some  26  million  smok- 
ers' names  and  addresses.  The  compa- 
nies use  their  lists  both  to  market  to 
smokers  with  coupons  and  promotions 
and  to  enlist  grassroots  support  for  their 
lobbying  efforts. 

Consumers  appear  to  be  responding 


to  urge  customers  to  keep  using  its 
products.  That's  why  it  mails  the  256,000 
members  of  its  Harley  Owners  Group 
(HOG)  a  bimonthly  magazine  packed  with 
listings  of  regional,  national,  and  interna- 
tional events  to  encourage  owners  to 
get  out  on  the  road  and  use  their  bikes. 
House  of  Seagram  uses  its  10  million- 
name  database  for  loyalty-building  pro- 
grams for  existing  products.  It  might 
send  premiums  tied  to  proofs  of  pur- 
chase—a pair  of  snifters,  say,  to  someone 
who  bought  its  Martell  cognac.  Seagram 
uses  surveys  to  identify  likely  buyers 
of  new  products,  as  well  as  drinkers  of 
rival  brands  it  can  send  offers  to.  r.ir 
Nabisco  Holdings  Corp.  is  building  a 
database  that  identifies,  among  other 
things,  households  that  have  responded 
to  past  promotions. 

Over  on  the  tobacco  side  of  r.ir 
Nabisco's  business,  database  marketing 
has  long  been  practiced  in  earnest.  For 
cigarette  makers,  it's  a  virtue  born  of 
necessity.  Facing  increasing  restrictions 
on  advertising,  Philip  Morris  Cos.  and 


BIKE  BONDING 

Harley-Davidson's 
owners  group  keeps 
members  involved  with  a 
magazine  and  rallies 


to  the  precision 
marketing.  But  of 
course,  this  private 
intelligence-gather- 
ing gives  some  peo- 
ple the  creeps.  At 
best,  critics  say, 
targeted  marketing 
efforts  are  intrusive 
and  annoying.  At  worst,  the  collection, 
manipulation,  and  combination  of  lists 
of  personal  information  amount  to  an 
ominous  invasion  of  privacy  (page  60). 
Such  concerns  aren't  fazing  the  market- 
ing types,  though.  According  to  Don- 
nelley Marketing  Inc.'s  annual  survey 
of  promotional  practices,  56%  of  manu- 
facturers and  retailers  are  currently 
building  a  database,  an  additional  10% 
plan  to  do  so,  and  85%  believe  they'll 
need  database  marketing  to  be  compet- 
itive past  the  year  2000.  "It  is  one  of 
the  most  important  marketing  develop- 
ments of  the  1990s,"  says  marketing 
guru  Stan  Rapp,  chairman  of  consul- 
tants Cross  Rapp  Associates. 


Why  all  the  activity?  In  part,  it's 
the  name  of  the  relentless  drive  to  mal 
marketing  more  efficient.  Seagra 
knows  that  most  U.  S.  adults  aren't  lik 
ly  prospects  for  its  distilled  spirits:  Tw 
thirds  of  them  haven't  had  a  single  drh 
of  liquor  in  the  past  30  days.  As  a  r 
suit,  notes  Richard  R  Shaw,  vice-pre; 
dent  for  marketing  communications 
Seagram,  mass-market  advertising  has 
great  deal  of  what  we  would  call  nonpi 
ductive  reach."  Of  course,  many  conve 
tional  promotions,  and  much  typical  jui 
mail,  are  similarly  wasted  fcj 
cause  they're  aimed  at  t 
broad  an  audience.  "Wei 
trying  to  kill  off  junk  mail 
junk  mail  defined  as  'anythij 
I  didn't  ask  for  and  wouldii 
be  interested  in,' "  says  Bf| 
rington  I.  Hill,  London-basl 
senior  vice-president  for  pro 
uct  development  at  Americ 
Express  Travel  Related  S« 
vices  Co.,  which  has  been  i 
ing  its  detailed  database 
send  carefully  aimed  pron 
tions  to  cardholders. 
SIMULACRUM.  Marketers 
creasingly  are  recognizi 
that  past  customer  behavi' 
as  recorded  in  actual  busin< 
transactions,  is  by  far  t 
best  indicator  of  future  bt 
ing  patterns.  "It's  not  tr 
that  demographics  is  destin 
says  Matt  Kuckuk,  sen: 
principal  at  American  M; 
agement  Systems  Inc.'s 
nancial  Industry  Group.  Me 
ly  knowing  Mr.  Jones's  / 
Code  or  income  genera 
yields  less  insight— and  opp 
tunity— than  knowing,  s, 
that  he  has  just  applied 
his  first  joint  checking 
count.  That  probably  signal 
marriage,  which  means  futi 
openings  to  sell  a  mortga 
life  insurance,  long-term 
vestments,  perhaps  even  a  college  lo 
It's  a  kind  of  cybernetic  intimacy: 
ever-expanding  processing  power,  m 
keters  see  an  opportunity  to  close 
gap  that  has  widened  between  compar 
and  their  customers  with  the  rise 
mass  markets,  mass  media,  and  ml 
merchants.  Database  marketing,  they  I 
lieve,  can  create  a  silicon  simulacrunl 
the  old-fashioned  relationship  people  ul 
to  have  with  the  corner  grocer,  butcll 
or  baker.  "A  database  is  sort  of  a  coll 
tive  memory,"  says  Richard  G.  Barll 
president  of  Frequency  Marketing  Indd 
Cincinnati-based  consulting  firm.  "It  dM 
with  you  in  the  same  personalized  vffl 
as  a  mom-and-pop  grocery  store,  wh?a 
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knew  customers  by 
i  and  stocked  what 
wanted." 

nsider  the  dilemma 
busy  casino.  In  the 
lays,  the  pit  boss 

notebooks  on  fre- 
t  players.  Periodi- 
he  would  pick  a 

from  the  notebook, 
;he  high  roller  up, 
iffer  a  free  room  for 

weekend.  Today, 

thousands  of  visi- 
:rooping  through  on 
riven  day,  "it's  virtu- 
mpossible  to  get  to 
■  people  on  a  first- 
i  basis,"  says  Rob- 
M.  Renneisen  Jr., 
)f  Claridge  Hotel  & 

10  Corp. 

tw,  the  casino's  com- 
•  keeps  tabs  on  visi- 
who  use  its  fre- 
t-gamblers' card  and 
s  out  offers  every 
Claridge's  Comp- 
Gold,  which  offers 
unts  and  tips  on  upcoming  events, 
350,000  active  members.  They  get 
s  ranging  from  $10  in  coins  for  slot 
lines  to  monogrammed  bathrobes 
ioor-to-door  limo  service.  "It's  made 
ore  efficient,"  says  Renneisen.  "We 
arget  our  dollars  directly  to  custom- 
vho  justify  the  costs." 
later  value."  In  addition,  by  weav- 
■elationships  with  its  customers,  a 
>any  can  make  it  inconvenient  for 
umers  to  switch  to  a  competitor. 
Peppers,  co-author  of  The  One  to 
Future,  one  of  the  bibles  of  the 
marketing,  cites  MCI  Communica- 
>  Corp.'s  Friends  &  Family  long- 
fee  discount  plan.  To  get  the  dis- 
it,  the  customer  has  to  form  a 
fork  of  friends  and  family  mem- 
—"a  substantial  investment  in  time 
energy  on  the  consumer's  part," 
lotes.  Changing  long-distance  car- 
;  means  having  to  "reinvent  my  re- 
nship,"  Peppers  says. 

11  these  efforts  to  forge  ties  to  con- 


sumers are  based  on  the 
same  fundamental  idea: 
There's  no  more  impor- 
tant asset  than  a  happy 
customer.  Happy  custom- 
ers remain  customers, 
and  it's  much  cheaper  to 
keep  existing  customers 
than  to  find  new  ones. 
Michael  D.  Keefe,  director  of  Harley- 
Davidson's  HOG,  is  reluctant  even  to  call 
the  process  marketing.  "It's  more  like 
customer  bonding,"  he  says.  "If  people 
use  the  motorcycle,  they'll  stay  involved. 
If  there's  nowhere  to  ride,  no  place  to 
go,  the  motorcycle  stays  in  the  garage, 
the  battery  goes  dead,  and  a  year  from 
now,  they  just  sell  it." 

Some  database  marketers  say  their 
promotional  offers  garner  response 
rates  in  double  digits,  considerably 
higher  than  the  typical  2%  to  4%  for 
junk  mail.  For  example,  the  targeted 
promotions  that  Hilton  Hotels  Corp.  of- 
fers senior  citizens  in  its  Senior  Honors 


TASTY  TIDBITS 

Kraft  sends  coupons  and 
nutrition  tips  to  30  million 
customers,  such  as  this 
recipe  contestant 


frequent-traveler  pro- 
gram, which  features 
discounts  and  travel 
tips,  have  persuaded 
close  to  half  of  the 
club's  members  to  take 
previously  unplanned 
trips  that  included  stays 
at  Hilton  hotels.  And 
KGF  says  its  offers  to 
those  listed  on  its  data- 
base get  significantly 
higher  response  rates 
than  standard  mass- 
market  coupons.  The 
database,  says  John  T. 
Kuendig,  vice-president 
for  market  develop- 
ment, is  a  list  of  steady 
consumers  who  "have  a 
greater  value  to  the 
brand." 

no  choice.  Database 
marketing  has  its  skep- 
tics, of  course.  An  earli- 
er flush  of  enthusiasm 
prompted  by  the  spread 
of  checkout  scanners  in 
the  1980s  ended  in  wide- 
spread disappointment: 
Many  companies  were 
too  overwhelmed  by  the 
sheer  quantity  of  data 
to  do  anything  useful 
with  the  information. 
And  some  critics  say 
these  efforts  to  reach 
out  and  touch  individual 
consumers  haven't  demonstrated  their 
usefulness  in  many  product  categories. 
Programs  that  identify  frequent  custom- 
ers and  reward  them  may  make  sense 
for  airlines,  but  consumers  have  rejected 
the  "frequent-eater"  programs  offered 
by  some  fast-food  chains  as  being  not 
worth  the  bother. 

Still,  many  companies  believe  they 
have  no  choice  but  to  brave  the  data- 
base-marketing frontier.  For  one  thing, 
most  manufacturers  are  waging  an  in- 
formation war  with  the  retailers  that 
stock  their  products.  Large  supermar- 
ket chains  and  giant  mass  merchandis- 
ers, such  as  Wal-Mart  Stores  Inc.,  have 


PIONEERS  OF  THE  NEW  MARKETING 


sampling  of  database- marketing 
ograms: 

AERICAN  EXPRESS  Using  massively 
irallel  processors,  it's  sorting  through 
dividual  cardmembers'  transactions 
id  basing  promotions  on  what  it  learns. 

HUP  MORRIS  PM's  Marlboro  Adven- 
re,  a  promotion  for  Marlboro  smokers, 
stributed  more  than  30  million  pieces 


of  merchandise  to  smokers — and  helped 
build  a  26  million-name  database  it  uses 
for  direct  marketing  and  lobbying. 

HOUSE  OF  SEAGRAM  Uses  list  of  10  mil- 
lion adults  who  drink  spirits  to  launch 
new  products,  build  brand  loyalty,  and 
take  aim  at  drinkers  of  rivals'  products. 

GENERAL  MOTORS  GM  regularly  surveys 
its  12  million  credit-card  holders  on 


whether  they  expect  to  be  in  the  market 
for  a  car  or  truck  soon,  what  kind  of 
models  they're  interested  in,  and  whether 
they  would  like  information  on  vehicles. 
These  leads  are  passed  on  to  GM's  mar- 
keting divisions. 

BLOCKBUSTER  ENTERTAINMENT  Using 
records  for  36  million  households,  it's 
testing  a  system  that  will  recommend  mo- 
vies based  on  a  customer's  past  rentals. 


STORY 
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grown  increasingly  sophisticated  in 
their  use  of  checkout-scanner  data  to 
keep  track  of  sales.  They  now  base 
many  of  their  choices  about  what  to 
stock,  what  to  promote,  and  what  to 
charge  on  that  information.  To  shape 
those  decisions  to  their  advantage,  man- 
ufacturers need  persuasive  information 
of  their  own.  "To  the  extent  we  have 
built  up  relationships  with  our  consu- 
mers and  know  which  ones  will  re- 
spond, we  can  work  with  retailers  to 
help  them  build  their  businesses,"  says 
kgf's  Kuendig. 

BUSYBODY  QUESTIONS.  Databases  start 
with  information  from  the  consumer. 
In  transactional  businesses,  such  as 
charge  cards,  banking,  or  catalogs, 
that's  easy:  The  marketer  simply  col- 
lects information  on  the  sale.  For  other 
marketers,  the  challenge  is  to  get  con- 
sumers to  volunteer  the  data  about 
themselves.  Many  packaged-goods  mar- 
keters collect  information  that  consu- 
mers divulge  when  they  call  800  num- 
bers or  mail  in  coupons.  In  its  surveys, 
Seagram  tracks  consumers'  names  and 
addresses,  the  brands  and  types  of  alco- 
hol they  drink,  their  sex,  birthdate,  in- 
come, and  how  many  bottles  they  pur- 
chase in  an  average  month.  And  GM 
we.nt  into  the  credit-card  business  not 
just  to  build  loyalty  and  offer  cardhold- 
ers rebates  on  cars  but  also  because  it 
saw  the  billing  process  as  a  way  to 


harvest  reams  of  data  about  consumers. 
"This  is  a  gold  mine,"  says  H.  D.  "Hank" 
Weed,  general  marketing  manager  for 
the  GM  Card. 

Having  assembled  a  list  of  consumers, 
the  marketer  then  mixes  in  information 
from  other  sources.  Research  houses 
such  as  Donnelley,  Metromail,  and  R.  L. 
Polk  glean  vast  amounts  of  data  from 
public  records— drivers'  licenses,  auto 
registrations,  and  mortgage-tax  rolls. 
Even  income,  the  most  sensitive  sub- 
ject, can  be  estimated  based  on  mortgag- 
es and  automobile  registrations.  Such 
information  isn't  cheap,  though.  This 
year,  for  instance,  Ohio  sold  its  drivers- 
license  and  car-registration  lists  to  TRW 
Inc.  for  $375,000. 

Wittingly  or  unwittingly,  consumers 
often  offer  plenty  of  data  about  them- 
selves. Think  of  all  those  busybody  ques- 
tions on  a  warranty  card:  What's  your 
age,  income,  occupation,  education,  and 
marital  status?  How  many  children?  Do 
you  hunt,  fish,  or  play  tennis?  If  you 
think  none  of  that  has  much  to  do  with 
the  guarantee  on  that  radio  you  just 
bought,  you're  right.  But  National  Demo- 
graphics &  Lifestyles  Inc.,  based  in  Den- 
ver, collects  those  warranty  cards  and 
the  precious  infonnation  they  reveal,  then 
resells  it  to  database  marketers. 

Increasingly,  the  computer  itself  is 
sifting  through  such  data  for  patterns 
that  will  predict  behavior.  Using  neu- 


ral-network software,  computers  d 
plow  through  masses  of  data  and  del 
mine  how  specified  variables  may  ( 
pend  on  one  another  (page  62).  For  < 
ample,  what  combination  of  income  le\ 
investment  activity,  and  credit-ca 
spending  is  most  likely  to  be  se 
among  people  who  are  in  the  marl 
for  mortgages?  Once  the  network  I 
come  up  with  a  highly  specific  pro! 
of  some  class  of  customer,  it's  easier 
find  new  customers  matching  that  pro: 
and  aim  at  them  with  customized 
rect-marketing  schemes. 

Most  marketers  consider  the  gre 
est  benefit  of  the  databases  simply  to 
identifying  who  their  current  custom 
are  and  how  much  business  the  comp; 
is  doing  with  them.  First  Comme: 
Corp.,  a  $6.4  billion  New  Orleans  hi 
holding  company  with  five  banks,  i 
been  using  this  technology  to  retain  c 
rent  customers  and  build  its  busim 
Its  customers,  like  those  at  every  ba 
tend  to.  bank  with  several  institutic 
But  by  analyzing  the  data  available 
its  current  checking  customers,  Fi 
Commerce  can  try  to  win  more  of  th 
as  credit-card  customers,  too.  The  w< 
is  done  with  a  combination  of  PCs  an 
mainframe  storing  hundreds  of  th 
sands  of  records.  On  a  fast  PC,  a  neu 
network  run  can  take  from  30  to 
minutes  to  complete. 

Where  there  are  millions  of  reco 


YOU  CAN  RUN,  BUT 
IT'S  TOUGH  TO  HIDE 
FROM  MARKETERS 


For  years,  Lisa  Tomaino  kept  her  ad- 
dress secret.  She  and  her  husband 
Jim,  a  policeman,  wanted  to  make  it 
as  hard  as  possible  for  the  crooks  he 
had  put  away  to  find  out  where  they 
lived. 

But  last  year,  Lisa  had  a  baby.  So 
much  for  her  big  secret.  Within  six 
weeks,  she  was  inundated  with  junk  mail 
aimed  at  new  mothers.  The  hospital  had 
sold  her  name  and  address  to  a  direct- 
marketing  company,  and  soon  she  was  on 
dozens  of  other  lists.  Efforts  to  get  off 
them  proved  fruitless.  "It  was  a  com- 
plete violation  of  our  right  to  privacy," 
she  declares. 

Private  citizens,  privacy  watchdogs, 
and  a  handful  of  lawmakers  have  railed 
for  years  about  Big  Brotherism  by  busi- 
ness. But  when  politicians  balance  in- 
dustry's interest  in  reaching  markets 
against  the  customers'  right  to  privacy, 


marketing  usually  wins.  "Existing  laws 
regulating  privacy  simply  aren't  effec- 
tive," gripes  Robert  S.  Bulmash,  presi- 
dent of  Private  Citizen  Inc.,  a  public  ad- 
vocacy group  in  Naper-  ville.  111. 

Marketers  are  keenly  aware 
of  the  public's  reaction  to 
their  unwanted  atten- 
tion. After  all,  it's  their 
job  to  stay  in  touch 
with  the  preferences 
of  consumers.  "Peo- 
ple   worry  about 
what    we  know 
about   them  and 
how  we're  going  to 
use  it,  and  that's 
legitimate,"  says 
Richard  Barton,  a 
senior  vice-presi- 
dent for  the  Direct 
Marketing  Assn. 
(DMA)  a  Washington- 
based  trade  group. 

But    vendors  of 
marketing  data  argue 
that  any  intrusion  on 
privacy  from  selling  lists 
is  offset  "by  the  significant 
potential  gain  to  consumers 


from  the  special  offers  and  proc 
fered  by  direct  marketers,"  say 
Gambill,  president  of  Trans  Unio 
a  Chicago-based  credit  bureau. 

The   industry  has 
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ft  through,  so-called 
sively  parallel  data- 
computers,  at  typi- 
)rices  of  $1  million 
nore,  may  be  re- 
3d.  These  machines 
;  together  scores  or 
i  hundreds  of  the 
ist  microprocessors 
nd,  giving  them  the 
ph  to  respond  in 
ites  to  complex 
base  queries.  Mar- 
rs  call  these  corn- 
searches  "drilling 
|,"  With  such  speed 
and,  companies  can 
ch  their  databases 
s  frequently  and  feel 
•  to  experiment  with 
strategies.  "Before 
llel  computing,  you 
didn't  have  the  juice  required,"  says 
y  Cheney,  director  of  program  de- 
pment  at  AT&T  Global  Information 
tions,  the  former  NCR  Corp.  and  a 
er  of  parallel  database  computers. 
ther  reports.  Massively  parallel 
essors  from  Thinking  Machines  Inc. 
a  key  technology  for  American  Ex- 
s  Co.  Before  the  systems  were  in 
3,  the  amount  of  information  the 
aany  could  keep  on  each  cardmem- 
was  limited  to  basic  stuff,  such  as 
cardmember's  name  and  address, 
long  he  or  she  had  been  a  card- 
er, and  how  much  the  cardmember 


had  spent  in  the  past 
year.  With  massively  par- 
allel processing,  AmEx 
could  vastly  expand  the 
profile  of  every  custom- 
er. "We  basically  store 
every  transaction,"  says 
product-development  ex- 
ecutive Hill. 

Now,  70  workstations  at  the  Ameri- 
can Express  Decision  Sciences  center  in 
Phoenix  race  through  mountains  of  data 
on  millions  of  AmEx  cardmembers— the 
stores  they  shop  in,  the  places  they 
travel  to,  the  restaurants  they've  eaten 


CASINO  LOYALE 

Claridge  offers  special 
discounts  and  services  to 
its  CompCard  Gold 
frequent  gamblers 


Ef  regulation  by  convincing  the 
overnment  that  it  can  police  it- 
DMA,  for  example,  runs  a  phone 
or  people  who  want  their  names 
from  mailing  lists.  But  relative- 
msumers  use  it,  and  those  who 
nd  that  their  names  come  off 
t  not  all,  lists.  "It's  really  mean- 
says  Evan  Hendricks,  editor  of 
Times.  "It's  just  a  public  rela- 
irt." 

ikers  are  now  mulling  a  measure 
d  limit  the  ability  of  state  motor 
epartments  to  give  out  informa- 
it  licensed  drivers.  Senator  Bar- 
:er  (D-Calif.)  sponsored  the  Sen- 
ion  after  a  deranged  man  used 
i  driver  records  to  track  down  a 
'  actress,  whom  he  killed. 
FOR  STATES.  The  proposed  curbs 
of  the  controversial  crime  bill, 
is  resuscitated  in  the  House  and 
le  Senate  in  late  August.  But  the 
>ns  would  have  limited  impact, 
ites  objected  to  a  ban  on  the  re- 
driver  information,  arguing  that 
id  the  revenue  from  the  sale  of 
5  whittled-down  bill  now  enables 
s  to  opt  out  of  having  their 
)ld.  Consumer  advocates  complain 


that  such  provisions  don't  work  because 
most  are  written  in  tiny  type. 

Longstanding  laws,  such  as  the  1970 
Fair  Credit  Reporting  Act,  aren't  much 
better,  according  to  privacy  experts.  The 
statute  is  supposed  to  prevent  credit 
agencies  such  as  TRW,  Equifax,  and  Trans 
Union  from  releasing  financial  informa- 
tion about  a  person  except  for  "legiti- 
mate" business  needs,  such  as  a  credit 
check. 

Legitimate  needs,  however,  have  never 
been  clearly  defined.  In  a  January,  1993, 
decision  against  Trans  Union,  a  Federal 
Trade  Commission  administrative  law 
judge  ruled  that  the  law  bars  the  use  of 
credit  information  to  develop  mailing  lists. 
In  response,  TRW  Inc.  stopped  using  its 
credit  data  to  develop  lists,  but  it  still 
sells  lists  based  on  demographic  informa- 
tion it  collects.  And  Trans  Union  has  cho- 
sen to  fight  the  ruling. 

As  marketing  techniques  become  more 
sophisticated,  the  privacy  of  the  Lisa  To- 
mainos  of  the  world  will  grow  increas- 
ingly difficult  to  protect.  And  marketers 
will  do  everything  they  can  to  make  sure 
remaining  anonymous  doesn't  get  any 
easier. 

By  Mark  Leivyn  in  Washington 


in,  and  even  the  eco- 
nomic conditions  and 
weather  in  the  areas 
where  they  live. 

Every  month  for  a 
little  more  than  a  year, 
AmEx  has  been  using 
that  information  to  send 
out  precisely  aimed  of- 
fers. They  go  out  in  mil- 
lions of  customized 
monthly  bills  that  the 
company  says  amount 
to  individualized  news- 
letters sent  to  a  grow- 
ing number  of  custom- 
ers around  the  world. 
On  one  British  card- 
member's  recent  state- 
ment, a  British  Airways 
flight  triggered  an  of- 
fer, printed  adjacent  to 
the  transaction,  of  spe- 
cial deals  on  weekend 
getaways  to  New  York 
and  continental  Europe. 
A  purchase  at  Harrod's 
triggered  a  notice  of  a 
special  sale  at  the  store 
for  AmEx  cardholders. 
Since  its  introduction  in 
Ireland  in  March,  1993,  this  "relation- 
ship billing"  has  been  rolled  out  through 
Europe,  Canada,  and  Mexico.  AmEx 
has  seen  an  increase  of  15%  to  20%  in 
year-over-year  cardmember  spending 
in  Europe  and  gives  the  new  billing 
format  much  of  the  credit.  Next  year, 
AmEx  plans  to  introduce  relationship 
billing  in  its  biggest  market,  the  U.  S. 

Heavy  computing  firepower  isn't  al- 
ways necessary,  though.  For  some  ef- 
forts, all  it  may  take  is  a  few  thousand 
dollars'  worth  of  hardware  and  software. 
Using  a  Macintosh  personal  computer, 
Yuri  Radzievsky  has  built  a  database  of 
Russian,  Polish,  and  Israeli  immigrants 
to  the  U.  S.  By  combing  lists  of  sub- 
scriptions to  foreign-language  newspa- 
pers and  buyers  of  tickets  to  events 
such  as  tours  by  Russian  entertainers, 
his  yar  Communications  has  assembled 
lists  of  50,000  Russians,  75,000  Poles, 
and  30,000  Israelis  in  the  U.  S.  Such  in- 
formation is  of  real  value  to  client 
AT&T— telephone  service,  after  all,  is  one 
of  the  first  things  new  arrivals  want 
when  they  set  up  their  households. 

Using  the  lists,  AT&T  has  mailed  He- 
brew- and  Russian-language  offers  of  dis- 
counts on  calls  home.  "Every  marketer's 
dream  is  to  be  able  to  target  those  little 
slices,"  says  Sandra  K.  Shellenberger, 
district  manager  of  diversified  marketers 
and  multicultural  marketing  communica- 
tions for  AT&T.  Response  rates  for  such 
database-directed  offers  sometimes  run 
as  high  as  20%  to  30%,  she  says,  com- 
pared with  the  low  single  digits  for 
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broader,  more  conventional  direct  mail. 

Where  will  it  all  end?  Few  predict 
that  database  marketing  will  supplant 
mass  marketing.  Still,  many  targeted 
direct-mail  campaigns  are  as  glossy  as 
any  big-budget  ad  campaign.  The  mail- 
ings Seagram  sends  out  feature  lush 
photos  and  long,  story-spinning  blocks  of 
copy  discussing  such  matters  as  the 
proper  way  to  drink  single-malt  scotch. 
Seagram  also  plans  to  rely  heavily  on 
database  marketing  to  penetrate  emerg- 
ing markets,  such  as  India  and  Thai- 


land, where  the  proportion  of  affluent 
drinkers  is  so  small  that  the  use  of  mass 
media  would  be  especially  wasteful. 

There's  no  doubt  technology  is  shak- 
ing up  traditional  marketing  methods. 
Marketers,  after  all,  have  been  accus- 
tomed to  thinking  in  broad  swaths,  such 
as  adults  18  to  34  or  women  25  to  49. 
Now,  a  typical  AmEx  segment  might  be 
business  travelers  who  have  bought 
jewelry  abroad  in  the  past  month. 
Some  of  the  offers  the  company  has 
sent  out  in  bills  have  gone  to  as  few  as 


20  people.  Says  Hill:  "This  is  a  stran] 
experience  for  the  marketing  people 

Can  a  faceless,  distant  marketer  i 
create  the  personal  relationships  cons 
mers  used  to  have  with  the  people  th 
did  business  with?  More  and  more  coi 
panies  are  betting  that  the  answer 
yes  as  they  reach  out  to  envelop  custo: 
ers  in  an  automated  embrace. 

By  Jonathan  Berry,  with  John  Veri 
in  New  York,  Kathleen  Kerwin  in  L 
troit,  Gail  DeGeorge  in  Miami,  and  fi 
reau  reports 


SILICON  AND  SOFTWARE  THAT  MINE  FOR  GOLD 


Marketing  companies  have  long 
used  computers  to  sift 
through  reams  of  supermar- 
ket scanner  data,  merge  and  purge 
mailing  lists,  and  analyze  market  re- 
search reports.  But  now,  ultracheap 
computing  power  and  new  software  are 
making  the  process  much  more  precise. 

Gathering  data  isn't  all  that  diffi- 
cult: Point-of-sale  terminals,  teller  ma- 
chines, and  1-800  telemarketing  all  con- 
tribute to  the  flood.  The  big  challenge 
lies  in  making  sense  of  what's  collect- 
ed, rather  than  throwing  most 
of  it  away.  The  quantities  of 
data  are  potentially  overwhelm- 
ing: Fingerhut  Cos.,  for  exam- 
ple, is  currently  expanding  its 
collection  of  mail-order  customer 
data  from  about  600  billion  char- 
acters today  to  about  2  trillion 
characters,  or  two  terabytes- 
enough  to  choke  any  traditional 
mainframe.  Using  shoppers' 
clubs  and  other  incentives, 
supermarket  chains  such  as  Vons 
Cos.  and  Safeway  Inc.  are  start- 
ing to  keep  on  hand  more  than  a 
year's  worth  of  detailed  data 
about  customer  purchases. 
souped  UP.  Fortunately,  power- 
ful new  technologies  are  at  hand. 
Neural-network  software,  de- 
signed after  the  pattern  of  cells 
in  the  human  brain,  can  auto- 
matically "learn"  from  large  sets  of 
data  on  its  own.  By  scanning  thou- 
sands of  data  records  again  and  again, 
the  software  can  build  a  strong  statis- 
tical model  describing  important  rela- 
tionships and  patterns  in  the  data.  All 
that's  required  is  a  standard,  high-end 
PC  equipped  with  a  plug-in  neural-net 
"accelerator"  board.  Customer  Insight 
Co.  has  tailored  HNC  Software  Inc.'s 
Database  Mining  Workstation  software, 
based  on  neural-net  techniques,  just 
for  database  marketing. 


Once  a  statistical  model  of  the  ideal 
customer  is  constructed,  however,  con- 
siderably more  computing  horsepower 
may  be  required  to  find  all  prospects 
matching  the  profile.  So  Fingerhut, 
Wal-Mart  Stores,  Delta  Air  Lines, 
American  Airlines,  and  dozens  of  oth- 
ers are  turning  to  so-called  parallel- 
processing  systems.  These  devote  doz- 
ens or  even  hundreds  of  micro- 
processors to  scouring  a  giant  data- 
base for  records  that  meet  a  complex 
set  of  criteria.  The  more  criteria  speci- 


KEY  DATABASE-MARKETING 
TECHNOLOGIES 


PARALLEL  COMPUTERS 


Use  gangs  of  microprocessors  to  scan  huge  volumes 
of  data  in  a  flash.  Sold  by  AT&T/NCR,  IBM, 
Tandem,  Meiko,  and  nCube. 


DATABASE  SOFTWARE 


Cross-indexes  data  records  into  giant  matrixes, 
which  makes  finding  specified  records  much  easier. 
Sold  by  Oracle,  Sybase,  IBM,  Informix. 


NEURAL-NETWORK  SOFTWARE 


Can  automatically  build  a  model  of  customer  be- 
havior based  on  analysis  of  previous  transactions. 
Available  from  HNC  Software,  Customer  Insight. 
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fied,  the  longer  a  search  can  take— but 
the  more  precisely  aimed  the  resulting 
marketing  efforts  may  be.  Fingerhut 
has  chosen  a  parallel  Sun  Microsystems 
Inc.  machine  that  harnesses  as  many 
as  20  high-speed  microprocessors.  Wal- 
Mart  Stores  Inc.  leads  the  way  in  re- 
tail databases  using  parallel  database 
computers  supplied  by  the  former 
NCR/Teradata  company,  now  a  unit 
Of  AT&T. 

Rapidly  analyzing  zillions  of  past 
business  transactions  is  actually  key 


to  many  "reengineering"  efforts  thes 
days.  Businesses  ranging  from  airline 
to  banks  and  telephone  companies  ai 
striving  to  reorganize  based  on  a  be 
ter  understanding  of  their  customer; 
buying  patterns.  The  potential  gair 
are  big:  tighter  inventories,  more  con 
pelling  product  displays,  fewer  out-o 
stock  items,  and  higher  profits.  Saj 
Thomas  Blischok,  a  vice-president  s 
AT&T/NCR:  "If  I  can  guarantee  that  e1 
ery  time  you  go  to  my  establishmer 
you  find  stuff  to  buy,  you'll  care  a  1< 
less  about  price." 

BIG-IRON  BRAWL.  All  of  whit 

is  stirring  sales  in  the  othe 
wise  moribund  large-scale  con 
puter  market.  Sales  of  traditio: 
al  mainframes  have  gone  inl 
long-term  decline.  But  Gartn* 
Group  Inc.,  a  computer  marke 
research  firm,  reckons  that  ti 
day's  $400  million  commerci; 
market  for  parallel  compute] 
will  grow  to  $5  billion  in  199 
IBM,  the  leader  in  mainframe 
is  adding  parallel  systems  to  i 
lineup  in  hopes  of  thwartii 
early  advances  by  challenge 
such  as  AT&T,  Tandem  Compu 
ers,  Sun,  Hewlett-Packard,  ai 
even  Cray  Research. 

What  does  the  future  hol< 
Lots  more  transaction  da 
stored  in  much  more  powerf 
computers.  Customers'  thirst  seems  i 
satiable,  says  Jerre  Stead,  chief  exec 
tive  of  at&t/ncr.  He  was  recently  gi 
en  a  pair  of  hats  when  visitir 
Wal-Mart  headquarters,  where  insr. 
rational  slogans  abound.  One,  Stes 
recalls,  demanded  that  AT&T  compute 
be  capable  of  storing  "10  terabytes  1 
the  end  of  '95."  The  other  demand* 
that  "90%  of  all  data  [be]  processed 
99  minutes."  Says  Stead:  "We'll  g 
there.  We're  working  on  it." 

By  John  Verity  in  New  Yo 
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BUSINESS  WEEK'S  CONFERENCE  ON 


The  Virtual  Office 


The  Virtual  Office 
Becomes  a  Reality 

Nomads,  rangers,  astronauts,  road 
warriors  —  not  your  conventional 
job  titles. 

But  these  are  not  conventional 
times,  as  participants  at  Business 
Week's  Conference  on  The  Virtual 
Of/ice,  held  in  New  York,  learned 
from  a  lineup  of  speakers  who  are 
reshaping  the  way  people  work  and 
the  way  the  world  does  business. 

What  is  The 
Virtual  Office? 

Without  minimizing  the  diffi- 
culties, the  conference  speakers 
were  upbeat  about  the  changes. 
Representing  a  range  of  disciplines 
including  real  estate,  information 
technology,  and  human  resources, 
the  speakers  defined  the  virtual 
.  office  phenomenon. 

Alan  Soucy,  vice  president  of 
mobile  systems  at  Zenith  Data 
Systems,  takes  what  he  calls  a  "PC- 
centric"  point  of  view.  "The  virtual 
office,"  he  says,  "is  an  evolutionary 
stage  in  the  life  of  personal  com- 
puting," a  progression  from  stand- 
alone applications  to  "social  com- 
puting" and  "group  knowledge." 

To  Thomas  J.  Villani,  director 
of  marketing  and  new  business 
development  for  AT&T  Virtual 
Office  Solutions,  the  virtual  office 
is  a  business  strategy  that  allows 
people  to  work  wherever  and 
whenever  they  work  best. 
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"We're  beginning  to  realize  there  is  a 
difference  between  a  place  called  the 
office  and  the  activity  called  office 
work,"  agrees  Gil  Gordon,  editor-in- 
chief  of  Telecommuting  Review  and 
a  virtual  office  consultant. 

Keynote  speaker  Paul  Saffo,  a  di- 
rector of  the  Institute  For  The  Future, 
says  we  are  at  the  end  of  "work  as  an 


"The  virtual  office  is  an 
evolutionary  stage  in  the  life  of 
personal  computing." 


Alan  Soucy 

vice  president,  mobile  systems 
Zenith  Data  Systems 

industrial  process."  Business,  he  claims, 
is  moving  toward  biologically  based 
models. ..the  organization  as  organism. 
About  10  percent  of  the  workforce  will 
have  no  fixed  workspace  at  all,  Saffo 
predicts,  and  a  greater  percentage  will 
be  away  from  their  desks  most  of  the 
time.  To  support  and  benefit  from  such 
individuals  "organization  structure  must 
profoundly  change,"  says  Saffo. 

For  Michael  A.  Bell,  director  of 
corporate  real  estate  for  The  Dun  £ 
Bradstreet  Corporation,  the  virtual  office 
is  "not  a  place  but  a  process,  a  new  way 
of  working  and  managing." 


Virtuality  Brings 
Real  Benefits 

Why  pursue  such  a  transformation? 
There  are  very  tangible  benefits:  cost 
reductions,  productivity  boosts,  faster 


response  times,  and  increased  work- 
force flexibility.  And  perhaps  most 
important  of  all  in  today's  competitive 
environment,  the  need  for  continuous 
business  transformation  is  essential. 
Or  as  Woodrow  (Sonny)  Angle,  regional 
vice-president,  NEC  Technologies,  Inc. 
commented,  "If  it's  not  broken,  break  it." 

Ernst  £  Young,  one  of  the  early 
adopters  of  the  virtual  office  concept, 
has  sharply  reduced  overhead  costs  and 
seen  productivity  soar  since  it  began  a 
program  that  includes  telecommuting, 
"hoteling,"  and  the  establishment  of 
"activity  centers." 

"We  realized  more  benefits  than 
we  expected,"  reports  David  A.  Tierno, 
managing  director,  northeast  manage- 
ment consulting  group,  Ernst  £  Young. 
"We  reduced  space  costs  by  40  percent. 
We  anticipated  productivity  boosts  of  10 
to  15  percent,  but  got  20  to  25  percent." 

The  virtual  office  concept  lends  itself 
particularly  to  targeted  applications. 
Robert  F.  Preston,  vice-president,  North 
and  South  American  sales,  Xircom, 
pointed  out  that  benefits  can  be  realized 
by  field  sales  and  support  in  the  form 
of  instantly  available  price  quotes, 
inventory  checks,  and  access  to  contact 
management  systems. 

Martin  F.  Pospeshil,  manager  of 
alternative  officing  strategies  for  AT&T's 
global  real  estate  organization,  reports 
similar  results,  but  with  an  added 
bonus:  worker  satisfaction  increased 
significantly,  and  there  was  a  15  to  20 
percent  increase  in  customer  contact. 
All  this  in  addition  to  a  $21  million 
reduction  in  occupancy  costs. 

IBM  PC  Company  Pen  Computing 
program  manager,  Jim  Alfaro,  who 


works  out  of  his  home  in  Boca  Raton 
says  that  on  the  plus  side,  "I've  got  m 
commute  time,  fewer  distractions, 
work  flexible  hours  and  I  wear  casua 
clothes."  Down-side  effects?  The  ab 
sence  of  daily  recognition  for  your  work* 
"You  need  strong  self-confidence.  Stillj 
I  tell  people  how  I  work  and  they  sayj 
'you  are  one  lucky  guy.'  And  you  kno 
they're  right." 


w 
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The  Technology  Enabler 

Technology,  particularly  miniaturizei 
new  computers  and  mobile  communi 
cations,  are  in  the  process  of  becomim 
indispensable  essentials  of  daily  busi 
ness  life.  AT&T's  Villani's  toolkit  in 
eludes  a  personal  computing  devic 
such  as  a  sub-notebook,  laptop,  or  per  ya 
sonal  digital  assistant  (with  modem 
and  a  communications  platform  sue 
as  a  cellular  phone  or  pager.  Thes 
personal  tools  must  be  joined  by  net  . 
work  access  (including  informatio  .... 
services),  software  solutions,  data 
base  synchronization,  and  specialize 
support  services. 

Raymond  P.  Dolan,  vice-presiden 
marketing,  NYNEX  Mobile  Communi 
cations,  says  data  communications  fq 


a! 


- 


'The  virtual  office  lets  people 
work  anytime,  anywhere." 


Mr 


Thomas  J.  Villani 

director,  marketing  &  new  business 
development,  AT&T  Virtual  Office 
Solutions 
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"If  it's  not  broken, 
break  it." 


Woodrow  (Sonny)  Angle 

regional  sales  vice-president 
NEC  Technologies,  Inc. 


ual  Office  users  will  consist  of  a  mix 
vireless  technologies  including  cir- 

switched  cellular,  enhanced  cellular 
dem  pools  and  data  gateways,  and 
ular  Digital  Packet  Data  (CDPD).  He 
led  that  existing  land  line  services 
h  as  ISDN  will  also  play  a  vital  role, 
mately,  the  application  (field  force 
omation,  telecommuting,  etc..)  will 
ermine  what  combination  of  data 
imunications  services  best  enables 

business  to  reach  its  goals  for  the 
ual  Office  worker. 

When  selecting  technology,  Chris 
:iol,  president  of  MicroAge  Infosys- 
is  Services,  notes  that  management 
st  pay  just  as  much  attention  to 
>ttom-up"  considerations  as  it  does 
strategic  ones.  Essentials  include 
nning  for  customer  requirements, 
ating  pilot  projects,  and  systems 
jgration.  Support  can  take  a  variety 
forms  including  help  desks,  mainte- 
ice  services,  and  remote  diagnostics, 
ziol  stresses  comprehensive  user 
ining.  "Partnering  with  a  reseller  to 
)vide  many  of  these  essential  bot- 
n-up  services  can  help  ensure  the 
lout's  success,"  he  said. 
To  forestall  costly  and  embarrassing 
ps,  Sandy  Apgar,  principal  of  Apgar 


&  Company  and  a  former  McKinsey 
strategic  consultant,  offers  six  key  suc- 
cess factors:  (i)  the  need  for  change 
must  be  accepted  and  codified;  (2)  the 
relationship  between  space,  work  func- 
tions, and  work  time  must  be  analyzed 
and  understood;  (3)  the  workforce 
should  be  differentiated  by  activities 
into  those  who  will  function  best  in  the 
office,  as  "road  warriors,"  or  as  telecom- 
muters; (4)  workplace/workspace  op- 
tions should  be  selected  mainly  for  their 
productivity  impact;  (5)  work  tools  and 
training  must  be  provided;  and  (6)  the 
"right"  to  space  should  be  redefined  by 
incentives  and  performance  measures 
that  focus  on  productive  output. 

But  even  with  the  right  technology, 
the  right  partners,  and  the  best  of  in- 
tentions, the  virtual  office  will  not  be  to 
everyone's  liking. 

As  ]ay  Chiat,  managing  partner  of 
Chiat/Day,  points  out,  "If  getting  to  the 
corner  office  is  the  biggest  thing  in  your 
life,  the  virtual  office  is  not  for  you."  Chiat 
says  that  at  his  advertising  agency,  the 
virtual  office  changed  the  company 
culture  from  one  of  tight  management 
control  to  a  freer,  looser  organization. 
Employees  now  work  as  teams  and  are 
rewarded  as  teams.  The  company  is 
determinedly  client-centered. 

"There's  no  place  to  hide,"  says 
Chiat,  but  also,  "If  somebody's  good, 
you  immediately  know  it."  The  result, 
he  says,  is  a  far  more  upbeat,  invigora- 
ting environment,  wholly  focused  on 
the  client's  needs  rather  than  on  indi- 
vidual perks  or  politics. 

Corporate  Culture 
Critical 

Team-oriented  organizations  like  Ernst 
&  Young  and  Chiat/Day  have  an  edge 
in  implementing  the  virtual  office. 


Companies  with  a  rigid,  hierarchical 
command  and  control  structure  may 
find  the  virtual  office  to  be  a  cultural 
and  organizational  earthquake  —  par- 
ticularly among  certain  kinds  of  em- 
ployees. Politically-oriented  individuals 
often  feel  threatened  as  time-honored 
office  perks  disappear.  American  office 
culture  stresses  individual  accomplish- 
ment, while  many  virtual  offices  are 
rooted  in  the  creation  of  remote  teams 
—  an  unusual  new  role  that  some  work- 
ers may  be  unwilling  or  even  unable  to 
assume. 

At  the  same  time,  the  virtual  office 
also  empowers  the  worker,  and  frees 
the  individual  in  both  space  and  time. 
That's  a  plus  to  many  people  —  but  not 
to  all.  The  traditional  rigid,  rule-orient- 
ed, and  obedient  "corporate  personali- 
ty" does  not  fit  well  in  a  virtual  office 
environment.  In  time,  this  is  certain  to 

"I  tell  people  how  I  work  and  they 
say,  'you  are  one  lucky  guy.'  " 


Jim  Alfaro 

program  manager 
IBM  PC  Company,  North  America 

change  the  definition  of  the  "corporate 
personality,"  and  make  corporate 
employment  attractive  to  free-spirited 
sorts  of  individuals  who  have  avoided 
big  company  jobs  in  the  past. 

Apgar  comments,  "visual  manage- 
ment needs  to  be  replaced  with  'virtual 
leadership,'  which  calls  for  delegation, 
trust,  and  teamwork.  Managers  must 
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learn  to  judge  employees  on  actual 
work  produced  only,  and  not  on  'face- 
time,'  an  engaging  personality,  or  on 
just  looking  busy." 

Most  managers  are  not  comfortable 
commanding  people  they  can't  see. 
But  in  a  virtual  environment,  managers 
may  be  working  with  widely  —  even 
globally  —  dispersed  teams.  Despite  the 
difficulties,  most  of  the  conference  par- 
ticipants see  the  adoption  of  virtual 
office  concepts  as  inevitable  for  most 
corporations.  They  advise  a  gradual 
implementation,  and  stress  the  need  for 
comprehensive  training  and  employee 
communications. 


"Pick  your  partners  first,  not 
the  technology." 


Alan  P.  Hald 

vice  chairman  8  co-founder 
MicroAge,  Inc. 


The  Management 
Challenge 

Alan  Hald,  vice-chairman  and  co-founder 
of  MicroAge,  offers  a  checklist  of  practi- 
cal steps  for  implementing  virtual  office 
concepts.  Choose  the  first  project  wisely, 
he  counsels.  Listen  for  the  squeaky 
wheel:  Respond  to  where  the  demand 
is  strongest  within  your  company.  Be 
aware  of  what  your  competition  is  doing. 

"Pick  your  partners  first,  not  the 
technology,"  says  Hald.  In-sourced 
partners  include:  the  business  unit; 


human  resources;  facilities  manage- 
ment; information  systems;  and  tele- 
communications. Outsourced  resources 
include:  the  telecommunications  ser- 
vice provider;  a  systems  implementer  to 
assist  in  the  technology  planning,  in- 
stallation, training,  and  support;  and 
perhaps  a  business  consultant  to  help 
deal  with  cultural  and  managerial  issues. 

In  choosing  technology,  Hald  stresses 
open  standards,  and  "plug  and  play." 
Also  crucial  is  the  choice  of  an  applica- 
tions development  environment  to  per- 
mit rapid  prototyping  of  new  applications. 

With  the  first  project  designed, 
working,  and  supported,  evaluation  is 
next.  Consideration  of  human  factors 
is  critical.  Is  there,  for  example,  a  dis- 
connect between  individual  and  orga- 
nizational expectations?  Or  between 
expectations  and  results? 

Hald  emphasizes  the  need  for  a 
"champion,"  a  highly  placed  executive 
who  actively  supports  the  project. 
Usually  the  immense  overhead  cost 
savings  and  upsurge  in  employee 
productivity  the  champion  can  cite 
makes  rapid  believers  out  of  more 
reluctant  executives  and  managers. 

Working  Anytime, 
Anywhere 

It's  all  part  of  rapidly  evolving  strategies 
that  are  creating  new  ways  of  manipu- 
lating space  and  time  and  changing  the 
face  of  the  corporate  workplace. 

"The  virtual  office  is  only  part  of 
the  solution,"  comments  Michael  L. 
Joroff,  director  of  research  and  special 
projects  at  the  MIT  School  of  Archi- 
tecture and  Planning.  "It  is  part  of  an 


Immediate  Audience 
Feedback  From  Quick  Tally 

Attendees  at  Business  Week's 
Conference  on  The  Virtual  Office, 
mainly  senior  information  systems 
and  business  unit  managers,  re- 
ceived immediate  feedback  from 
their  colleagues  using  an  electron- 
ic polling  system  from  Quick  Tally 
Interactive  Systems  Questions 
were  flashed  on  the  auditorium's 
screen  and  the  audience  used  a 
keypad  at  their  seat  to  respond. 
Here's  a  sampling: 

When  asked  if  they  work  at 
home  at  least  one  or  two  days  a 
month,  49  percent  of  the  atten- 
dees replied  in  the  affirmative. 

Almost  the  entire  audience 
indicated  that  their  companies 
would  be  implementing  virtual 
office  concepts  in  1994-95. 

39  percent  see  poor  implemen- 
tation as  the  biggest  obstacle  to 
avoid.  Also  high  on  the  list  is 
manager  resistance  (32  percent). 
Turf  battles  rank  a  distant  third  at 
1  5  percent. 

The  high  interest  in  the  virtual 
office  is  an  indicator  of  the  rapid 
pace  of  technology  change  that 
corporate  America  is  undergoing. 
When  the  attendees  were  asked  if 
their  company  was  going  to  re- 
engineer  in  the  next  one  to  three 
years,  fully  97  percent  answered 
in  the  affirmative. 

In-hall  polling  provided  by  Quick  Tally 
Interactive  Systems.  Beverly  Hills.  CA 
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unfolding  change  in  corporate  bus' 
ness  having  to  do  with  how  we  brim 
people  together." 

As  AT&T's  Villani  adds,  "The  virtu 
office  is  a  business  strategy,  one  that 
location  independent,  one  that  le| 
people  work  anytime,  anywhere." 

The  corporation  will  never  be  the  sam 


This  report  was  written  by  John  Kirkley,  a  New  Yoi 
based  writer  on  information  technology.  Mr.  Kirkley  u 
also  Program  Advisor  to  Business  Week  in  the  creati 
of  The  Business  Week  Conference  on  The  Virtual  Office 
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HE  DRUGMAKERS 
il.  THE  TRUSTBUSTERS 

-  - 


FTC  is  eyeing  big  companies'  tactics  against  makers  of  generics 


ast  fall,  Upjohn  Co.  was  on  the 
brink  of  losing  a  mother  lode.  Xa- 
nax, its  blockbuster  tranquilizer, 
d  reach  the  end  of  its  17-year  pat- 
erm  in  October.  Without  the  legal 
>poly  patent  protection  provides, 
ittle  pills  of  blue,  pink,  or  white 
expect  lower-priced  generic  substi- 
to  flood  the  market  and  eat  away 
arket  share  and  earnings.  So  the 
nazoo  (Mich.)  company  made  a  pre- 
.ive  strike:  It  released  its  own  ge- 
form  of  Xanax  a  month  before  the 
it  expired  and  before  competitors 
1  bring  out  their  versions. 
ie  ploy  was  a  smash.  By  June,  Up- 
controlled  90%  of  the  market  for 
ric  Xanax,  according  to  IMS  Ameri- 
|L  a  drug-industry  research  firm  in 
iouth  Meeting,  Pa.  The  closest  com- 
or  had  a  mere  6.5%,  IMS  says.  Nor- 
I  a  generic  version  can  grab  one- 
to  one-half  of  the  market.  Upjohn 
*man  John  L.  Zabriskie  crows:  "This 
egy  has  paid  great  dividends." 
4DARY.  Selling  generic  versions  of 
own  drugs  is  only  one  of  the  tac- 
)ig  pharmaceutical  houses  are  using 
>!nd  off  pesky  competitors  (table), 
these  efforts  have  raised  eyebrows 
'ashington.  Since  November,  trust- 
ers at  the  Federal  Trade  Commis- 
sive opened  a  dozen  inquiries  into 
nes  by  brand-name  drugmakers  to 
oete  with  generics,  which  have  low- 
>sts  because  they  do  little  innovat- 
The  FTC  is  devising  novel  antitrust 
ries  to  see  if  perpetuating  a  patent 
jpoly  beyond  its  expiration  violates 
aw.  "We're  looking  at  any  conduct 
extends  patent  rights  beyond  their 
imate  scope,"  says  Mark  D.  Whiten- 
icting  deputy  director  of  the  FTC's 
sau  of  Competition, 
ie  government  is  pondering  inter- 
ion  at  a  highly  critical  time  for  the 
stry.  A  decade  ago,  the  generics' 
tet  share  was  only  21%,  but  today  it 
unts  for  37%  of  the  $60  billion  pre- 
dion drug  market,  according  to  Da- 
F.  Saks,  an  analyst  at  Gruntal  & 
\nd  that  number  will  soon  rise:  Pat- 
for  today's  75  best-selling  brand- 
e  drugs,  which  expire  by  2010,  gen- 


erated $20  billion  in  sales  last  year— 
and  few  blockbusters  are  in  the  pipeline. 

The  FTC  faces  a  quandary:  If  brand- 
name  companies  bring  generics  to  mar- 
ket early  and  engage  in  price  wars,  con- 
sumers benefit.  But  this  strategy  may 
lessen  competition  long  term.  While  the 
majors  legally  can  use  that  ploy,  it  might 
force  generics  into  niche  markets,  leav- 


To  break  up  the  alleged  monopoly,  the 
FTC  required  Marion  to  license  its  drug 
to  another  company.  That  is  likely  to 
happen  soon. 

But  the  main  focus  of  FTC  probes  is 
the  sale  of  generic  drugs  by  brand-name 
companies— especially  before  patents  on 
the  originals  expire.  During  the  past 
year,  a  half  dozen  companies— including 
Upjohn,  Syntex,  Ciba-Geigy,  and  Bris- 
tol-Myers Squibb— have  tried  this  pre- 
emptive gambit. 

Pharmacists  say  it's  brilliant.  Drug- 
stores usually  buy  the  first  low-cost  al- 
ternative, then  rarely  switch  to  other 
brands  once  customers  get  used  to  it. 
What's  more,  early  entry  into  the  ge- 
neric market  by  big  drugmakers  can 
keep  initial  prices  high.  The  majors  of- 
ten price  generics  at  only  10%  to  25% 
less  than  the  brand-name  price,  while 


ELBOWING  THE  COMPETITION 

To  thwart  generic-drug  rivals,  brand-name  pharmaceutical  companies  are: 


STARTING  or  acquir- 
ing their  own  generic 
units.  Marion  Merrell 
Dow,  for  example, 
purchased  the  Rugby- 
Darby  Group,  the  only 
other  maker  of 
Marion's  drug  for  irri- 
table bowel  syndrome. 


LAUNCHING  gener- 
ic versions  of  their 
blockbuster  drugs  be- 
fore the  patents  expire. 
The  practice  may  en- 
able such  companies 
as  Syntex  and  Upjohn 
to  maintain  market 
dominance. 


SUING  competitors 
for  patent  infringe- 
ment, objecting  to 
pending  FDA  generic- 
drug  approvals,  and 
pushing  for  state  laws 
to  hold  off  generic 
competition. 

SOURCE.  BUSINESSWEEK 


ing  the  majors  to  dominate  generics— 
and  keep  prices  high.  "The  goal  is  to 
drive  the  generics  out  of  the  business," 
fumes  Morton  H.  Katz,  chairman  of 
Clay-Park  Laboratories  Inc.,  a  Bronx 
(N.Y.)  generic  drugmaker. 

The  FTC  has  already  clamped  down 
on  a  move  by  one  big  drug  company. 
On  June  22,  it  signed  a  settlement  with 
Kansas  City  (Mo.)'s  Marion  Merrell  Dow 
Inc.  involving  its  purchase  of  generic  gi- 
ant Rugby-Darby  Group.  The  two  com- 
panies were  the  only  manufacturers  of  a 
treatment  for  irritable  bowel  syndrome. 


generics  ideally  should  be  half  the  full 
price. 

Generic  drugmakers  think  preemptive 
introductions  are  dirty  pool.  "We  have  a 
better-than-even  chance  of  having  a  ma- 
jority market  share  if  everyone  launches 
their  products  on  the  same  day,"  says 
William  A.  Fletcher,  president  of  gener- 
ic Lemmon  Co.,  based  in  Sellersville, 
Pa.  That's  just  what  happened  with  Ta- 
gamet, SmithKline  Beecham  Corp.'s  ul- 
cer drug.  After  Tagamet's  patent  ex- 
pired in  May,  the  Philadelphia  company 
released  a  generic  form  alongside  those 


jment 
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of  other  companies.  A  month  later,  ge- 
neric giant  Mylan  Laboratories  Inc.  led 
the  new  market  with  a  44%  share,  while 
SmithKline's  sales  partner,  an  Ameri- 
can Cyanamid  Co.  division,  had  only 
15%,  according  to  IMS. 

Nothing  highlights  the  FTC's  enforce- 
ment dilemma  better  than  the  fate  of 
Syntex  Corp.'s  Naprosyn,  which  industry 
sources  say  the  agency  is  investigating. 
The  Palo  Alto  (Calif.)  company  launched 
the  generic  version  of  its  arthritis  pill 
last  October— two  months  before  the 
patent  expired.  By  June,  Syntex  had 
grabbed  68%  of  the  generic  market, 
while  the  next-biggest  competitor,  My- 
lan, got  only  17%,  IMS  says. 
SHOT  IN  THE  FOOT.  But  drug  analyst  He- 
mant  K.  Shah  says  that  competition 
forced  the  generic  price  to  plunge  as 
much  as  90%  below  Naprosyn's.  That's  a 
lxx)n  to  consumers.  And  Syntex  lost  near- 
ly two-thirds  of  the  market  for  its  brand- 
name  drug  to  generics,  according  to  MS. 
While  Syntex  still  controls  almost  80% 
of  the  total  Naprosyn  and  generic  mar- 
ket, its  third-quarter  earnings  declined 
45%  from  the  previous  year.  The  weak- 
ened company  is  now  being  acquired  by 
Switzerland's  Roche  Holdings.  The  FTC 
and  Syntex  decline  to  comment  on 
whether  Syntex  is  under  investigation. 

The  FTC's  concerns,  however,  focus 
on  the  long-range  impact  of  such  price 
wars.  Falling  prices  for  the  generic  form 
of  Naprosyn  hurt  all  sellers.  "Syntex 
shot  itself  in  the  foot,  and  it  shot  other 
people  in  the  feet,  too,"  complains  Mylan 
Chairman  Milan  Puskar.  If  generic  com- 
panies can't  make  a  profit  with  their 
copycat  versions  of  blockbusters,  they 
may  abandon  the  market.  And  big  com- 
panies will  have  little  incentive  to  make 
cheap  forms  of  their  best-sellers. 

Those  concerns  are  buttressed  by  the 
rapid  consolidation  of  the  drug  indus- 
try. In  the  past  year,  the  FTC  approved 
two  acquisitions— by  SmithKline  and 
Merck  &  Co.— of  distributors  that  pack- 
age low-cost  drug  benefits  for  employers. 
Critics  say  the  purchases  snuff  out  a 
key  source  of  price  competition.  The 
agency's  review  of  a  similar  purchase 
by  Eli  Lilly  &  Co.  of  McKesson  Corp.'s 
PCS  should  conclude  in  November.  The 
Pre  says  it  will  take  a  harder  look  now 
that  the  market  is  more  concentrated. 

So  far,  the  FTC  hasn't  decided  wheth- 
er to  sue  drug  companies  for  unfair  com- 
petition. But  President  Clinton  is  ex- 
pected to  fill  two  openings  on  the 
five-member  agency  with  aggressive  en- 
forcers, who  may  back  tougher  antitrust 
cases.  In  the  meantime,  "we're  trying 
to  let  the  industry  know  that  we're  on 
the  beat,"  says  one  FTC  lawyer.  The 
agency  hopes  the  spotlight  will  pay  off 
for  consumers  in  lower  drug  prices. 

By  Catherine  Yang  in  Washington 


LAW  FIRMS  I 


DID  BIG  TOBACCO'S  BARRISTEI 
SET  UP  A  SMOKESCREEN? 


Shook  Hardy  may  catch  heat  for  alleged  misuse  of  study  result' 


SHOOK  HARDY  PRESIDENT  McLARNEY  SAYS  THE  FIRM  HAS  HIRED  DEFENSE  COUNSEL 


In  Christopher  Buckley's  satirical  nov- 
el Thank  You  For  Smoking,  Smoot, 
Hawking  is  an  Omaha-based  law  firm 
doing  whatever  it  takes  to  beat  back 
dying  smokers'  claims  against  the  to- 
bacco industry.  In  real  life,  that  onerous 
task  for  the  past  three  decades  has  fal- 
len to  Shook,  Hardy  &  Bacon,  a  Kansas 
City  (Mo.)  firm  that  has  made  the  most 
of  the  opportunity.  In  hundreds  of  cases, 
Shook  Hardy  has  made  sure  its  tobacco 
clients  have  never  paid  out  a  dime  to 
plaintiffs  who  blame  tobacco  makers  for 
the  deaths  of  thousands  of  Americans. 
"These  are  ferocious  litigators,"  says 
Donald  W.  Garner,  a  professor  at  South- 
ern Illinois  University  School  of  Law 
who  worked  as  a  consultant  to  the  gov- 
ernment's Office  on  Smoking  &  Health. 

Yet  Shook  Hardy  is  more  than  just 
the  hired  gun  for  the  cigarette  indus- 
try. The  firm  is  a  singular  amalgam  of 
mostly  country  lawyers  working  side  by 
side  with  scientists  and  other  experts 
in  fields  ranging  from  endocrinology  to 
zoology  to  pharmacology.  Shook  Hardy 


has  leveraged  its  tobacco  representatj 
so  successfully  that  it  is  now  the  fc* 
firm  of  choice  for  many  comparp; 
plagued  by  high-stakes  and  often 
troversial  product-liability  woes.  SeW 
clients  would  top  a  who's  who  of 
politically  incorrect.  In  addition  to  ci§ 
ette  makers  Philip  Morris,  Brown  &  ^ 
liamson  Tobacco,  and  Lorillard,  Sh 
Hardy  represents  gunmaker  Colt  Inc 
tries  and  is  national  counsel  for  Upj( 
Co.  in  cases  involving  the  sedative  E 
cion.  It  also  defends  Eli  Lilly,  Mar 
Merrell  Dow,  Bristol-Myers  Squibb,  M 
ck,  and  other  drug  and  medical  dev 
makers  hit  by  claims  that  their  pri 
ucts  harm  consumers. 
BIAS  LABEL.  Even  the  firm's  pro  be 
work  is  controversial,  such  as  its 
tense  of  the  Ku  Klux  Klan  in  a  IS 
free-speech  case.  Shook  Hardy  kno 
that  some  of  its  clients  are,  well, 
popular.  But  firm  President  Patri 
McLarney  insists  that  "everybody  is 
titled  to  a  lawyer."  Says  McLarne 
"Just  because  nobody  likes  them,  peo{ 
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<  they  can  do  things  to  them  that 
could  do  to  nobody  else." 
ow  Shook  Hardy  needs  a  good  law- 
of  its  own.  Earlier  this  year,  the 
was  sued  in  federal  court  in  Tyler, 
,  for  allegedly  conspiring  with  Up- 
to  keep  information  about  the  dan- 
of  Halcion  from  the  public.  The 
denies  the  charges  and  contends 
suing  lawyers  is  merely  a  means  for 
ing  at  corporate  clients.  "Shook 
ly  will  be  fully  vindicated,"  asserts 
ner  Harvey  L.  Kaplan, 
lie  Halcion  charges  aren't  the  only 


Plaintiff  lawyers  say  that  by  tunneling 
scientific  research  through  the  law  firm, 
cigarette  makers  and  their  lawyers  im- 
properly used  the  attorney-client  privi- 
lege to  ensure  that  information  damag- 
ing to  the  industry  would  remain  secret. 

Shook  Hardy  freely  acknowledges  its 
close  ties  to  the  industry's  scientific  ef- 
forts. But  the  firm  steadfastly  denies 
any  wrongdoing,  noting  that  any  studies 
with  which  the  firm  was  involved  were 
connected  to  ongoing  or  anticipated  liti- 
gation. "We're  aware  of  the  black-hat 
image  tobacco  has,  so  we've  been  super 


THE  ROOTS  OF  SHOOK,  HARDY  &  BACOH 


1 889  Alderson  &  Sebree,  which 
later  became  Shook,  Hardy  &  Ba- 
con, is  founded.  The  firm  specializ- 
es in  general  litigation  defense 
work. 

1962  Partner  David  R.  Hardy  suc- 
cessfully tries  first  smoking  case, 
Ross  vs.  Philip  Morris.  The  victory  is 
the  start  of  a  relationship  with  to- 
bacco manufacturers  that  has  lasted 
more  than  three  decades. 

1972  Shook  Hardy  launches  into 
pharmaceutical  work  representing 
Eli  Lilly  in  an  oral  contraceptive 
case.  Plaintiffs  win  $10,000. 

1979  Jennings  J.  Newcom,  a  cor- 
porate finance  specialist,  joins 
Shook  Hardy  to  diversify  the  firm's 
practice. 


1988  Survivors  of  Rose  Cipollone 
are  awarded  $400,000  in  the  first 
and  only  case  in  which  a  cigarette 
maker  is  found  liable  for  a  smok- 
ing-related  illness.  Although  the 
award  against  Liggett  is  later  over- 
turned, Shook  Hardy's  clients  in  the 
case,  Philip  Morris  and  Lorillard, 
have  no  liability. 

1 993  Shook  Hardy  becomes  lead 
counsel  in  a  $1 9  billion  debt  re- 
structuring of  Ferruzzi-Montedison 
Group. 

1 994  Shook  Hardy  is  sued  in  con- 
nection with  its  work  for  Upjohn  in 
a  Halcion  case.  Other  suits  are  ex- 
pected relating  to  the  firm's  tobacco 
work. 

DATA:  SHOOK,  HARDY  t  BACON,  BUSINESS  WEEK 


i  3  dogging  Shook  Hardy.  In  a  1992 

I  ker's  case,  Judge  H.  Lee  Sarokin  is- 

I I  a  stinging  opinion  suggesting  that 
I  tobacco  industry,  with  the  help  of  its 
1  lsel,  withheld  from  the  public  suppos- 
I '  independent  scientific  studies,  de- 
1  ding  on  their  potential  impact  on  li- 
1  ity  suits.  "If  that  is  true,  then  the 
I '  of  selected  information  generated 
1  'litigation'  purposes ...  in  and  of  itself 
I  iblishes  fraudulent  intent,"  wrote  the 
1  ?e,  who  was  later  forced  off  the  case 
fj  the  industry  for  allegedly  being  bi- 
I  i.  Sarokin  was  "mistaken,"  says 
I  'id  K.  Hardy,  co-chair  of  the  firm's 
I  awyer  tobacco  group.  "Researchers 
|  e  encouraged  to  publish,  and  much  of 
I  research  was  published." 

M  Jonetheless,  Sarokin's  opinion,  along 
I  hi  a  steady  stream  of  leaked  docu- 
l  its  illustrating  Shook  Hardy's  inti- 
■  ;e  involvement  with  tobacco-related 
1 1th  research,  has  sparked  numerous 
I  lines.  Soon,  Shook  Hardy  is  expected 
I  be  named  co-defendant  in  several 
Ki  s  pending  against  its  tobacco  clients. 


careful,"  says  Hardy.  "We  know  we're 
under  a  microscope." 

That's  not  surprising,  given  the  dev- 
astating consequences  facing  the  industry 
if  plaintiffs  can  prove  their  case.  Many 
documents  about  the  tobacco  companies' 
health-related  research  would  be  made 
public  for  the  first  time.  "The  lawyers 
have  kept  the  genie  in  the  bottle  by 
keeping  the  cap  on  the  bottle,"  argues 
Ronald  L.  Motley,  a  plaintiff  lawyer  suing 
tobacco  companies  who  plans  to  add 
Shook  Hardy  to  his  list  of  defendants. 
"They  have  allowed  the  legal  process  to 
insulate  corporations  from  legal  liability." 

According  to  documents  obtained  by 
business  week,  Shook  Hardy  lawyers 
have  had  a  hand  in  selecting  scientists 


The  tobacco  business 
contributes  nearly  $15  million 
a  year  to  the  firm's  coffers 


as  well  as  choosing  particular  research 
projects  for  industry  funding.  In  more 
than  10  letters  between  Shook  Hardy 
and  tobacco  company  officials  or  re- 
searchers, the  level  of  lawyer  participa- 
tion in  scientific  endeavors  appears  con- 
siderable. A  1979  letter  from  Shook 
Hardy  to  Martin  J.  Cline,  at  that  time  a 
professor  of  medical  oncology  at  the  Uni- 
versity of  California  at  Los  Angeles,  not 
only  includes  $350,000  in  checks  payable 
to  the  school  and  Dr.  Cline  but  also  re- 
quests review  of  a  press  release  con- 
cerning industry-funded  research  before 
it  is  made  public. 

SCIENCE  LESSON?  Such  arrange- 
ments between  Shook  Hardy  and 
the  scientific  community  aren't  nov- 
el. Dr.  Gary  Huber,  a  lung  special- 
ist at  the  University  of  Texas 
Health  Science  Center  in  Tyler,  has 
been  performing  smoking-  and 
health-related  research  for  years. 
His  articles  debunking  government 
conclusions  about  the  dangers  of 
secondhand  tobacco  smoke  are  of- 
ten cited.  Since  1986,  Shook  Hardy 
has  reimbursed  the  health  center 
for  time  Huber  spends  on  smok- 
ing-related  projects.  "I'm  sure  the 
other  side,  so  to  speak,  would  ar- 
gue that  Huber  is  not  completely 
independent  because  he's  done 
work  for  a  number  of  years,  wheth- 
er directly  or  indirectly,  paid  for 
by  tobacco  companies,"  says  Hardy, 
whose  father  tried  the  first  smok- 
ing case  back  in  1962.  He  main- 
tains that  their  relationship  has 
been  completely  open  and  above 
board,  and  that  all  of  Dr.  Huber's 
work  is  "objective  science." 

Huber  could  not  be  reached  for 
comment.  But  a  statement  issued  by  the 
health  center  states:  "As  with  any  extra- 
mural funding  source,  these  monies  have 
been  used  in  the  course  of  his  re- 
search. . . .  Dr.  Huber  has  stated  that  he 
has  not  received  personal  compensation 
or  benefit  from  the  tobacco  industry 
since  he  has  been  at  the  University  of 
Texas  Health  Center." 

Still,  critics  wonder  whether  Shook 
Hardy  took  its  job  of  defending  its  cli- 
ents too  far.  That  suggestion  is  being 
taken  seriously— perhaps  in  part  because 
it  threatens  to  undermine  the  firm's 
bread-and-butter  business,  which  con- 
tributes an  estimated  $15  million  annual- 
ly to  Shook  Hardy's  coffers.  McLarney 
says  the  firm  recently  hired  defense 
counsel  and  has  taken  out  "all  the  insur- 
ance we  can  get."  But  these  precautions, 
McLarney  adds,  are  being  taken  only 
out  of  fear  of  the  havoc  wreaked  by 
costly  and  protracted  litigation,  not  be- 
cause of  liability  concerns.  "It  doesn't 
matter  if  they're  right  or  wrong,"  ex- 
plains McLarney.  "The  concern  is  that 
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litigation    drags  you 
down." 

It  does,  however,  pay 
extremely  well  if  you're 
good  at  it.  Thirty-one 
years  ago,  Shook  Har- 
dy was  a  16-lawyer  firm 
devoted  primarily  to  in- 
surance defense  work. 
Now,  the  firm  operates 
from  10  floors  in  a 
swank  skyscraper, 
boasts  600  employees, 
and  generates  some  $60 
million  in  annual  reve- 
nues. Despite  the 
growth,  however,  part- 
ners say  the  firm  hasn't 
strayed  from  its  roots 
as  a  country  law  firm 
whose  attorneys  are 
fresh  off  the  farm  or 
from  small-town  Middle 
America.  Among  the 
highest  accolades  a  liti- 
gator can  receive  after  winning  a  jury 
trial  is  a  rubber  chicken  hung  on  the 
victorious  lawyer's  door,  "(letting  the 
chicken  is  more  important  than  how 
much  you  get  paid,"  says  McLarney. 
mixed  blessing.  That  perception  seems 
at  odds  with  what  one  former  Shook 
Hardy  partner  describes  as  litigators' 
willingness  to  "take  off  their  gloves  and 
put  on  brass  knuckles."  The  firm's  law- 
yers bristle  at  the  suggestion  that  they 
fight  dirty.  Says  John  C.  Dods,  head  of 
the  firm's  general  litigation  division:  "We 
are  playing  in  the  big  leagues  and  throw 
some  hard  pitches.  But  I  don't  believe 
we  win  at  all  costs." 

In  the  courtroom,  such  tenacity  can 
yield  impressive  results.  In  one  of  hun- 
dreds of  cases  against  G.  I).  Searle  & 
Co.,  a  woman  claimed 
the  company's  allegedly 
defective  Copper-7  IUD 
left  her  infertile.  Bor- 
rowing a  tobacco-litiga- 
tion technique,  Shook 
Hardy's  Kaplan  attacked 
the  woman's  husband,  a 
former  female  imperson- 
ator, to  convince  jurors 
that  the  husband's  al- 
leged promiscuity,  hisex- 
uality,  and  history  of  ve- 
nereal diseases  was 
more  likely  the  cause 
of  the  infertility,  not 
Searle's  product.  The 
plaintiff's  expert  medi- 
cal witness,  Dr.  Richard 
L.  Sweet,  says  Kaplan 
even  tried  to  subpoena 
his  personal  income- 
tax     records.  "They 
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use  anything  they  can,"  says  Sweet. 

Yet  Shook  Hardy  offers  more  than 
savvy  courtroom  tacticians.  In  addition 
to  203  lawyers,  the  firm  employs  more 
than  100  so-called  analysts.  And  that, 
ironically,  is  the  source  of  much  of  the 
firm's  tobacco-related  troubles.  The  ana- 
lysts are  mostly  PhDs  and  other  ex- 
perts. This  in-house  capability  has 
proved  a  mixed  blessing:  True,  it  im- 
presses clients  and  lets  Shook  Hardy 
dabble  in  areas  outside  the  traditional 
purview  of  lawyers.  But  it  provides  am- 
munition to  adversaries  who  contend 
that  Shook  Hardy  gets  too  close  to  its 
clients'  operations. 

The  firm  contends  that  its  unusual 
infrastructure  gives  it  an  edge  over  com- 
petitors in  complex  litigation.  For  in- 


A  SAMPLING  OF  SHOOK  HARDY'S 
PRODUCT-LIABILITY  WORK 


AMERICAN  BRAND  TOBACCO 

Tobacco 

BROWN  &  WILLIAMSON 

Tobacco 

CIBA-GEIGY 

Herbicides 

COLT  INDUSTRIES 

Guns;  truck  brakes 

ELI  LILLY 

DPT;  smallpox  vaccine;  DES 

FORD  MOTOR 

Automobiles 

G.D.  SEARLE 

CU-7 IUDs;  Lomotil 

LORILLARD 

Tobacco 

OCCIDENTAL  PETROLEUM 

Agent  Orange 

PHILIP  MORRIS 

Tobacco;  beer;  food 

UPJOHN 

Halcion 

DAW:  SHOOK,  HARDY  S  BACON 

stance,  a  veterinaria 
staff  helped  prove 
a  farm  in  Texas 
substituting  hea' 
hogs  to  obtain  state 
tification  for  its  dise 
animals.  To  prove 
fraud,  Shook  H 
showed  a  jury  fr 
snouts  from  the 
eased  hogs,  which 
veterinarian  had  cu 
and  tested.  The  ver 
$2.1  million  for  Sb 
client,  Plainview  F; 
Inc.  "They  can  deal 
the  medical  intric 
of  a  case  and  hav 
veloped  an  expe 
shared  by  only  a  h 
fal  of  firms,"  says 
C.  Jenkins,  Eli  Lil 
Co.'s  assistant  ge: 
counsel.  But  given 
growing  furor  surro| 
ing  tobacco  companies  and  other  cli 
Shook  Hardy  is  wary  about  relyin 
heavily  on  drug  and  cigarette  man 
turers'  business— which  alone  accoi 
for  half  of  the  firm's  revenues.  T 
why  the  partners  have  taken  a  tip 
their  tobacco  clients:  diversify. 
FINANCE  FOCUS.  Reading  the  firm's 
chure  these  days,  there's  barely  a 
tion  of  the  tobacco  business.  Instead 
emphasis  is  on  efforts  to  go  global 
offices  already  in  London  and  Zui! 
Shook  Hardy  approved  plans  on  Au<j 
to  open  an  outpost  in  Milan.  In  addi 
corporate  work  is  emerging  as  a  big 
of  the  firm's  portfolio,  primarily  bed 
of  Jennings  J.  Xewcom,  a  dealin;.* 
hired  15  years  ago  to  build  a  corpoj 
practice  from  scratch.  "My  end  of 
bargain  was  to  round  out  a  three-le|i 
stool— tobacco,  pharmaceuticals,  and 
porate  finance,"  says  Newcom,  whos 
vision  now  contributes  20%  of  the  fi| 
revenues  and  is  staffed  by  44  attorn] 
So  Newcom  and  other  corporate 
yers  have  looked  elsewhere  for  hi 
tive  opportunities,  such  as  the  $19  bil 
debt  restructuring  of  Italy's  Ferra 
Montedison  Group. 

Still,  tobacco  and  Shook  Hardyjm 
likely  to  be  inseparable  for  some  tH 
Almost  weekly,  new  lawsuits  and  clrg 
es  are  being  brought  against  the  in|B 
try.  And  even  as  the  legal  team  beccje 
a  target  of  growing  antismoking  foiies 
its  attorneys  say  they  won't  back  dot 
No  doubt  experience  from  all  those  >|ir 
spent  in  the  trenches  for  clients  8 
come  in  handy  in  what  looks  to  be  Slid 
Hardy's  greatest  challenge  yet. 

By  Linda  Himelstein  and  RichanA 
Melcher  in  Kansas  City 
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When  the  designer  in 
LA.  showed  his  collection 
via  computer  to  the  buyer 
in  D.G,  he  reworked  each 
piece  until  he  saw  her  smile. 


Now  you  can,  too. 


Introducing  AT&T  WorldWorx™  Solutions: 
video,  voice  and  instantaneous  data 
sharing. 

It's  simple  to  use.  It's  affordable.  And 
it  enables  you  to  AI&J 
collaborate  on  every-  ATCJVIAGE 
thing  from  spreadsheets  to  word  process- 
ing to  design.  Because  you'll  not  only  see 
and  hear  each  other,  you'll  be  able  to 
work  on  the  same  document  at  the  same 


time,  just  as  if  you  were  sitting  next  to 
each  other  instead  of  across  the  country. 
So  you'll  be  able  to  save  time  and  make 
decisions  faster.  Which  could  be  the  busi- 
ness advantage  you've  been  waiting  for. 

So  whatever  your  business,  find  out 
how  AT&T  WorldWorx  Solutions  can  help 
you  transform  the  way  you  work  with  other 
people.   

Just  call  us  at 


1  800  828-WORX. 


AIXT  WorldWorx™  Solutions. 
Changing  the  way  people  work.. .together. 


©  1994  AT&T 

WorldWorx  is  a  trademark  of  AT&T 
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COMMODITIES  I 


FUTURES 
IMPERFECT 


In  '94,  commodity  funds  should  be  making  money — but  aren't 


The  Virginia  Retirement  System 
thought  it  was  on  to  a  good  thing: 
After  its  outside  commodity-fund 
managers  recorded  a  17.6%  gain  last 
year,  the  $16  billion  pension  outfit  tripled 
its  investment  in  the  futures  markets,  to 
$460  million.  Alas,  the  bottom  fell  out. 
With  the  stakes  higher  than  ever,  the 
Virginians  lost  7.3%  during  the  first 
three  months  of  the  year— and  by  mid- 
August,  they  had  decided  to  pull  out 
entirely.  They  were  not  alone.  On  aver- 
age, commodity  funds  have  declined 
1.35%  through  July  31. 

It's  stacking  up  as  a  lackluster  year 
for  commodity  funds,  pools,  and  trad- 
ing advisers,  collectively  known  as  "man- 
aged futures"— which  are  like  mutual 
funds  except  that  they  invest  in  markets 
ranging  from  interest  rates  and  curren- 
cies to  grains  and  metals.  And  that's 
surprising.  With  stocks  and  bonds  floun- 
dering and  with  a  whiff  of  inflation  in 
the  air,  investors  were  betting  that  1994 
would  be  a  terrific  year  for  commodity 
funds,  whose  performance  tends  to  run 
independently  of  the  capital  markets. 
After  all,  in  years  such  as  1987  and  1990, 
when  stocks  were  lagging,  commodities 
funds  paid  off  well  (chart).  That's  a  big 
selling  point  for  investors  who  want  a 
potential  source  of  gains  even  when  oth- 
er markets  are  struggling.  "That's  the 
Holy  Grail,"  declares  Richard  A.  Pike 
of  RF  Consulting  Group  Inc.,  who 
works  with  Virginia. 
REBOUND  prayers.  Virginia's  Aug. 
18  decision  to  dump  its  managed-fu- 
tures program  took  out  the  indus- 
try's biggest  U.  S.  pension  customer 
just  as  the  flow  of  capital  from  other 
sources  had  started  to  slow.  After  % 
soaring  to  $23  billion  last  year,  up  I 
from  $11  billion  in  1991,  the  amount  of 
money  in  futures  funds  inched  up  bare- 
ly 2%  between  January  and  mid-Au- 
gi.  ',  according  to  Managed  Account  Re- 
port s,  a  New  York  industry  newsletter. 
With  the  boom  now  subsiding,  insiders 
are  praying  for  a  rebound.  "People  usu- 
ally liquidate  just  in  time  to  miss  a 
big  up  move,"  notes  Sol  Waksman,  pres- 


ident of  Barclay  Trading  Group  Ltd. 

That  could  be  wishful  thinking.  Mar- 
kets have  proved  treacherous  this  year, 
confounding  traders  with  sharp  rever- 
sals. While  fund  managers  generally 
thrive  on  volatility,  many  make  their 
money  following  trends.  The  biggest 
losers  this  year  have  been  trend-follow- 
ing commodity-trading  advisers  (CTAs), 
who  use  computer  models  that  dictate 
their  market  moves.  "They  need  a  di- 
rection. It  doesn't  matter  if  it's  up  or 
down,"  explains  Jack  D.  Schwager,  di- 
rector of  futures  research  at  Prudential 
Securities  Inc. 

But  the  trends  have  been  fickle,  bob- 
bing when  they  were  expected  to 
weave— and  landing  body  blows  to  the 
commodity  funds.  A  case  in  point  were 
the  choppy  moves  in  currency  prices 
earlier  this  year.  At  the  Chicago  Mer- 
cantile Exchange,  yen-dollar  futures  rose 
during  10  trading  sessions  in  January— 
and  fell  during  11  sessions,  often  on  al- 
ternate days.  That  spelled  trouble  for 
trend-followers  such  as  Colorado  Com- 
modities Management  Corp.,  which  usu- 
ally sticks  with  its  positions  even  when 
the  market  reverses.  "Most  of  the  time, 
that  helps.  This  past  year,  it  hasn't," 
concedes  Tenny  Lode,  president  of  Col- 
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orado,  which  is  down  33%  for 

It  was  a  different  story  at  IM 
Niederhoffer  Capital  Management,  wl  is 
has  posted  a  20%  gain  this  year  ul  m 
short-term  trading  tactics  instead  of  I  e 
ish  trend-following.  When  March  futl  s 
contracts  in  the  yen  plunged  95  pj  I 
on  Friday,  Jan.  28,  and  then  jumpecfS : 
on  Monday,  Jan.  31,  Niederhoffer 
out  its  long  position  at  a  profit.  A  to 
follower  would  have  added  to  the 
tion  on  Monday— and  lost  money 
the  market  reversed  later  in  the  w 
according  to  Roy  G.  Niederhoffer, 
heads  the  firm.  He  says:  "It's  bee 
we're  doing  something  different  tha 
don't  get  caught  in  the  same  trade 
trend-followers." 

Other  markets  have  stung  trenc 
lowers  as  well.  Confusion  over  Fee 
Reserve  interest-rate  policies  shook 
and  foreign  government-bond  futl 
Stock-index  futures  showed  no  clea 
rection.  And  even  coffee,  a  tiny  sle 
of  a  market  that  provided  one  of 
year's  few  strong  rallies,  reve 
abruptly  in  July,  hurting  fund  manaSl 
who  jumped  in  late. 

Many  say  the  trading  technique  o 
fund  managers  have  exacerbated 
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this  year.  Since  their  systems  tend 
e  similar,  technical  traders  often 
3  the  same  moves  at  the  same  time. 
.  exaggerates  price  changes,  a  phe- 
enon  visible  in  the  tempest-tossed 
i  markets  this  spring.  "Most  of  the 
ne  comes  in  on  one  side  of  the  mar- 
It  makes  it  a  lot  more  difficult  to 
e,"  says  Jacob  Morowitz,  who  heads 
ago  Board  of  Trade  member  firm 
Trading. 

IRIE  downpour.  When  grain  and 
ed  prices  plunged  in  May  and  June 
1  favorable  weather  forecasts,  the 

came  in  fits  and  starts:  July  soy- 
i  futures  soared  nearly  30<P  per 
(el,  to  $7.32,  on  Monday,  May  23, 

plunged  37C  the  next  day,  as  rain 
id  the  grain  belt.  (They  are  trad- 
at  about  $5.80  now.)  Hedgers  and 
nercial  users  such  as  ConAgra,  Cen- 
Soya,  and  Cargill  sold  into  the  ral- 
coming  away  with  rich  trading  prof- 
Tiarket  sources  say.  But  funds  were 
;ht  in  long  positions  as  the  markets 
;ed,  and  floor  traders  were  swamped 
inds  readjusted  their  positions, 
hat  was  the  last  straw  for  Daniel 
key  of  AgriAnalysis  Inc.  in 
nston,  111.,  who  quit  managing  funds 


for  customers  after  grain  prices  col- 
lapsed. Convinced  that  tight  stockpiles 
would  provide  support,  Markey  bought 
corn  futures  at  $2.90  a  bushel  early  in 
the  year,  then  rode  the  market  down 
to  $2.20  before  selling  out.  "It's  a  time 
that  washes  out  the  trashy  CTAs,"  says 
Markey,  who  wryly  adds:  "That  may  in- 
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elude  me."  He  now  is  focusing  his  ener- 
gies on  a  consulting  business  for  com- 
mercial hedgers. 

Indeed,  some  industry  insiders  expect 
a  shakeout.  As  money  under  manage- 
ment soared,  the  number  of  active  man- 
agers has  doubled  since  1991,  to  about 
500,  according  to  Barclay  Research. 
"There's  more  money  than  there  are 
good  CTAs  to  handle  it,"  declares  Steve 
K.  DeCook  of  Fundamental  Futures  Inc., 
a  Dallas  trading  adviser  founded  in  1984. 
unschooled.  One  reason  for  the 
swelling  ranks  of  CTAs:  Steep  fees  and 
incentives  make  it  a  lucrative  business. 
Even  after  negotiating  special  rates 
based  on  its  huge  size,  the  Virginia  Re- 
tirement System  has  paid  about  4%  an- 
nually in  management  fees  and  commis- 
sions. Smaller  customers  investing  in 
public  funds  pay  about  6%,  industry 
sources  say.  And  most  advisers  can 
pocket  additional  incentive  payments 
based  on  their  performance— 25%  of 
trading  profits  is  not  unusual.  Those 
payouts  are  justified  because  results  de- 
pend heavily  on  individual  trading  deci- 
sions rather  than  the  performance  of  an 
asset  class  such  as  stocks  or  bonds,  ad- 
visers contend. 

While  Virginia  complained  about  high 
costs,  its  decision  to  end  a  three-year 
experiment  with  managed  futures  turned 
on  overall  performance,  says  0.  Kemp 
Dozier,  the  system's  chief  investment 
officer.  In  three  years,  the  program  re- 
turned about  6%  annually  after  fees, 
nearly  three  percentage  points  below 
Standard  &  Poor's  500-stock  index  in 
the  same  period.  Although  the  appoint- 
ment of  a  new  board  unschooled  in  fu- 
tures also  weighed  against  the  program, 
Dozier  says:  "If  we  had  been  hitting 
some  home  runs,  I'm  sure  they  would 
have  been  willing  to  wait  another  year." 

Meantime,   fund   managers  blame 
board  politics  for  the  decision.  Virginia 
pulled  the  plug  even  as  its  goals  of  di- 
versification and  noncorrelation  with  se- 
curities markets  were  being  met, 
they  say.  And  it  didn't  give  the 
program  enough  time.  "These  in- 
vestments don't  make  sense  un- 
less you  have  a  five-year  time 
horizon,"  suggests  Aladin  T.  Abu- 
ghazaleh,  of  ATA  Research  in  Dallas. 
For  Conrail  Inc.,  which  invested 
yi    $30  million  of  its  $1  billion  pension 
in  managed  futures  this  spring,  Vir- 
ginia's move  hasn't  changed  anyone's 
mind  about  sticking  with  the  invest- 
f   ment.  Declares  Thomas  J.  Conroy, 
Conrail's  director  of  pension  assets: 
"We're  not  going  to  do  anything  rash." 
Such  patience  may  pay  off— if,  that  is, 
the  commodities  markets  come  to  their 
senses  and  start  to  live  up  to  their  glo- 
rious contrarian  history. 

By  Greg  Burns  in  Chicago 
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BANKING  I 


THE  FUND  WINDFALL 
THAT  WASN'T 


As  too-rosy  visions  fade,  only  big  banks  are  likely  to  offer  their  own 


i 


t  seemed  like  a  great  idea.  Rather 
than  watch  customers'  money  flood 
into  mutual  funds,  perhaps  never  to 
return,  banks  would  launch  their  own 
funds.  It  was  almost  too  easy:  With  the 
markets  in  a  three-year  boom,  consu- 
mers were  eager  to  invest  in  funds, 
bank  branches  were  a  ready-made  sales 
channel,  and  bank  customers 
were  a  virtually  untapped  pool 
of  first-time  buyers. 

Logical?  Yes.  Naive?  Yes. 
"There  were  some  pretty  un- 
reasonable expectations  on  the 
part  of  some  bankers  about 
how  quickly  they  would  be  able 
to  take  the  mutual-fund  busi- 
ness by  storm,"  says  Diane 
Glossman,  a  bank-stock  analyst 
at  Salomon  Brothers  Inc.  But 
with  the  market  souring  before 
many  were  able  to  build  a  solid 
asset  base,  banks  are  being 
forced  to  rethink  the  risks  and 
rewards  of  the  fund-manage- 
ment business.  Some  bank  ex- 
ecutives are  critical  of  the 
whole  idea:  Robert  Flowers, 
head  of  BankAmerica  Corp.'s 
retail -brokerage  unit,  has  said 
that  most  banks  should  avoid 
becoming  fund  managers  and 
that  only  a  handful  of  bank 
funds  will  be  successful. 
crowded  field.  Many  banks  fo- 
cused on  the  most  lucrative  ap- 
proach: launching  their  own 
fund  families  and  selling  non- 
bank  funds  as  a  stopgap  meas- 
ure until  their  own  funds  built 
performance  records.  Managing 
their  own  funds  meant  getting 
lucrative  management  fees  as 
well  as  any  load  fees.  But  while 
there  are  now  about  115  pro- 
prietary bank  mutual  funds, 
only  30  or  so  have  assets  of  at 
least  $1  billion  in  retail  funds, 
and  many  are  still  hashing  out  just  what 
is  the  most  effective  way  to  seli  funds. 
Just  18  funds  out  of  that  115  have  total 
assets  of  more  than  $4  billion— the  min- 
imum some  industry  experts  say  bank 
funds  need  to  be  profitable.  And  as  skit- 
tish investors  make  new  sales  harder 


to  come  by,  the  costs  of  distributing 
funds  is  increasing. 

Some  smaller  banks  are  even  back- 
ing away  from  having  their  employees 
sell  nonbank  funds.  Take  New  York- 
based  Crossland  Savings.  "They  found 
that  the  business  was  inherently  difficult 
to  run,  that  there  were  big  regulatory 


A  MIXED  BAG  AMONG  BANK  FUNDS 


Retail  assets* 

billions 

One-year 
asset  growth* 

CHASE  MANHATTAN 

$3.4 

55.06% 

CHEMICAL  BANKING 

4.6 

32.52 

CITICORP 

2.8 

.09 

J.  P.  MORGAN 

4.1 

-8.15 

NORWEST 

3.4 

-18.17 

■Year  ending  7/31/94 

DATA:  UPPER  ANALYTICAL  SERVICES  INC 

penalties  for  screwing  it  up,  and  that  it 
was  adding  red  to  their  bottom  line," 
says  Donald  E.  McNees,  director  of  Tow- 
ers Perrin's  New  York  Financial  Institu- 
tions Practice.  Crossland  was  also  aware 
of  the  potential  for  liability  from  cus- 
tomers who  don't  understand  that  mutu- 


al funds  are  not  insured.  So  rather 
keep  training  its  salespeople  to 
funds,  it  plans  to  use  a  third  party 
the  selling  for  them. 

Large  banks  offering  their  own 
have  other  worries.  Total  retail  ass 
Citibank's  Landmark  Funds  gre 
just  .09%  in  the  year  ending  Jul 
according  to  Lipper  Analytical  Ser 
Inc.  And  their  performance  isn't  lik 
be  a  selling  point,  says  McNees 
describes  the  funds  as  having  "poor 
formance  and  high  expenses."  A  C 
ficial  says  fund  expenses  are  co 
tive  and  that  a  number  of  the 
have  been  above-average  perform 
one-year  and  three-year  periods. 
A  winner.  At  the  other  end  of  the 
trum  are  Chase  Manhattan  Bank's 
funds.  Because  of  some  good— and 
ily  advertised— five-year  p 
mance  numbers,  along  wi 
quisitions  of  outside  m 
funds,  retail  fund  assets 
soared  more  than  55%  in 
year.  Chase's  Vista  Grow' 
Income  Fund  saw  retail 
almost  doubled  in  the  yeai 
ing  July  31.  It  returned  a 
erage  17.9%  for  the  five-ye; 
riod  ending  August  18. 

The  basic  design  of 
bank  funds  may  also  h 
sales.  Many  banks  charge 
end  loads  yet  are  not  perc 
as  valuable  purveyors  of  i 
ment  advice. 

Of  course,  if  banks  can't 
assets,  they  may  just  buy  II 
Chase  did  that  in  its  acqui: 
of  six  portfolios  from  Oly 
Asset  Management  last 
The  purchase  gave  ChasJjf 
only  an  expanded  channl I 
distribution  for  their  fundpi- 
a  broad  line  of  offerings— <tn| 
thing  most  banks  lack. 

The  most  pressing  chalte^ 
to  bank  funds  may  come 
rising  interest  rates.  Accoji 
to  Bank  Rate  Monitor,  th 
erage  annual  percentage  p 
on  a  one-year  certificate  (Id 
posit  was  4.19%  as  of  AulS  I 
up  from  3.08%  on  Jan|5| 
a  tempting  deal  for  ris 
investors. 

Keeping  their  custoifer4 
money  in  deposits  is 
tempting  to  banks,  too,  be] 
of  the  wide  spread  between  what  i:p;i 
on  deposits  and  what  is  chargd! 
loans.  So  except  for  perhaps  a  mi 
large  players,  it  appears  that  bank  irii 
will  be  a  shrinking  breed. 

By  Suzanne  Woolley  and  Kelleyfa\ 
land,  with  Nanette  Byrnes,  in  Newf)i 


74  BUSINESS  WEEK/SEPTEMBER  5,  1994 


IANCEI 


IDENT  SMITH:  THE  AARP  DEAL  GIVES  HIM  A  CAPTIVE  AUDIENCE  OF  34  MILLION 


"S  A  WONDERFUL 
ARTFORD  LIFE 


bii 


ml 


ITT  unit  has  made  some  sharp  deals,  and  the  spree  isn't  over 


hile  his  competitors  reel  from 
hits  to  their  balance  sheets— 
and    images— Lowndes  A. 
h,  president  of  ITT  Corp.'s  Hartford 
Insurance  Cos.,  is  sitting  pretty, 
iks  to  a  pristine  balance  sheet  and 
cient  management,  the  former  chief 
unting  officer  for  itt's  insurance 
5  is  in  the  midst  of  a  deal  spree  that 
ie  envy  of  his  peers, 
mith's  latest  coup  is  a  doozy:  On 
7,  after  three  years  of  wooing,  the 
irican  Association  of  Retired  Per- 
made  Hartford  Life  the  60%  owner 
new  insurer  that  will  begin  market- 
annuities  exclusively  to  AARP  mem- 
I  in  1995.  That's  a  captive  audience 
4  million.  And  it's  a  deal  that  had 
l  sought  by  every  major  insurer,  as 
as  by  fund  giants  such  as  Fidelity 
istments. 

M  SHEET.  The  deal  is  the  crowning 
y  in  a  string  that  Smith  has  engi- 
■ed.  Thus  far  in  1994,  Smith  has 
?ht  three  insurers— two  in  the  vari- 
-annuity  market  that  Hartford  Life 
inates— and  signed  a  joint  venture 
i  Argentine  insurer  Cenit  Seguros  to 
•  advantage  of  the  government's  pri- 
zation  of  the  social  security  system, 
artford  Life  has  been  able  to  out- 
cle  its  competitors  because  it  hasn't 
to  worry  about  bad  real  estate  as- 


sets and  junk  bonds.  Real  estate,  mort- 
gages, and  noninvestment-grade  secur- 
ities account  for  2%  of  Hartford  Life's  in- 
vestment portfolio,  vs.  20%  for  the 
average  insurer.  Such  investments  have 
battered  balance  sheets  at  insurers  such 
as  Travelers  Cos.  and  Mutual  of  New 
York.  "Hartford  Life  never  had  to  spend 
a  lot  of  time  worrying  about  their  bal- 
ance sheet  and  credit  risk  in  their  port- 
folio," says  Lawrence  G.  Mayewski,  a 
senior  vice-president  at  insurance  rat- 
ing agency  A.  M.  Best  Co.  "They  could 
expand  while  others  were  occupied." 

Growth  isn't  coming  just  from  acquisi- 
tions, however.  While  industry  sales  of 
life  insurance  are  down  4%  for  the  first 
six  months  of  1994— the  first  sustained 
drop  in  three  years- 
sales  growth  at  Hart- 
ford Life  is  in  the  dou- 
ble digits,  thanks  to  its 
high  credit  rating  and 
hot  pursuit  of  new  dis- 
tribution channels. 

The  company  also 
has  benefited  from 
Smith's  quick  response 
to  the  changing  for- 
tunes of  health  insur- 
ers. With  reforms 
threatening  to  cap  pre- 
miums and  reduce  the 
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need  for  many  health  insurers,  Smith 
was  the  first  insurance  executive  to  sell 
off  a  health-insurance  unit.  The  sale  of 
the  health-insurance  portion  of  Hartford 
Life's  Employee  Benefits  Div.  rid  the 
firm  of  a  capital-intensive  unit  and  freed 
funds  for  the  firm's  growing  annuity 
business.  More  money  came  from  ITT, 
which  has  pumped  $500  million  into 
Hartford  Life  since  1990.  The  infusion 
gives  the  company  a  competitive  edge: 
While  other  firms  such  as  Metropolitan 
Life  have  had  rating  downgrades,  Hart- 
ford Life  holds  top  marks  from  Stan- 
dard &  Poor's  and  A.M.  Best. 
acquisitive  eye.  The  soft-spoken  Smith 
has  been  churning  out  results  since  he 
took  over  as  president  of  Hartford  Life 
in  October,  1989.  The  $35  billion  compa- 
ny has  zipped  from  No.  25  in  the  indus- 
try to  No.  14  in  terms  of  assets.  Operat- 
ing income  has  mushroomed  from  $50 
million  in  1989  to  $206  million  in  1993, 
and  Salomon  Brothers  Inc.  analyst  Jay 
A.  Cohen  estimates  that  it  will  increase 
15%,  to  $245  million,  in  1994  and  an  addi- 
tional 12%  in  1995.  Return  on  equity  has 
increased  from  7.3%  in  1989  to  15.8%  in 

1993.  And  revenues  have  swelled  from 
$1.9  billion  to  $2.9  billion  over  the  past 
two  years.  Hartford  Life,  says  Cohen,  "is 
one  of  the  star  operations  in  all  of  ITT." 

Can  Hartford  Life  maintain  such  tor- 
rid growth?  A  slowdown  is  not  on  the 
agenda.  The  unit  sold  $2.7  billion  of  var- 
iable annuities  in  the  first  six  months  of 

1994,  estimates  The  VARDS  Report,  an 
industry  newsletter.  That's  up  7%  from 
last  year— in  a  flat  market.  Granted, 
much  of  that  growth  came  from  acquisi- 
tions. Now  Smith  is  lining  up  more  dis- 
tribution channels,  signing  annuity  mar- 
keting agreements  with  banks  such  as 
St.  Louis-based  Boatmen's  Bancshares 
Inc.  "We  don't  want  to  see  anybody 
walk  down  the  street  and  not  leave  us 
some  money,"  he  says. 

Smith  isn't  likely  to  stop  making  deals 
anytime  soon.  He  admits  to  having  an 
acquisitive  eye,  and  ITT  CEO  Rand  V. 
Araskog  told  analysts  on  July  20  that 
the  company  had  recently  looked  at 
three  life  insurers  and  three  annuity  sell- 
ers but  had  turned  each  of  them  down 
for  varying  reasons. 

There's  only  one 
cloud  on  the  horizon 
for  the  workaholic 
Smith:  his  golf  game. 
He  won't  disclose  his 
handicap,  but  he  re- 
veals that  he  lost  sev- 
en golf  balls  on  a  re- 
cent outing.  With 
Hartford  Life  at  full 
tilt,  his  game  can  only 
get  worse. 

By  Chris  Roush  in 
Simsbury,  Conn. 
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HOW  MIRAGE  COULD 

SWEEP  THE 

BOARD  IH  LAS  VEGAS 


After  a  hot  winning  streak  last 
year,  gaming  stocks  have  gone 
cold.  Shares  in  Caesars  World, 
a  premier  Las  Vegas  operator,  tum- 
bled from  59  in  February  to  35  in  July. 
Mirage  Resorts,  another  big  operator, 
dropped  from  25  to  17  in  three  months. 
But  some  investors  see  a  lucky  ace 
spurring  a  comeback:  takeovers. 

Says  one  money  manager  at  a  $2 
billion  New  York  hedge  fund:  "We  are 
buying  for  two  reasons:  We  think  the 
stocks  have  bottomed,  and  we  see  an 
industry  consolidation  and,  consequent- 
ly, big  buyouts  in  the  making."  This 
pro  has  placed  his  biggest  bets  on  Cae- 
sars, which  has  since  climbed  to  45, 
and  Mirage,  now  trading  at  20. 

This  investor  thinks  Mirage  is  out  to 
acquire  Caesars,  whose  buyout  value 
he  puts  at  $60  to  $70  a  share.  He 
thinks  Mirage  Chairman  and  CEO  Steve 
Wynn  will  attempt  a  friendly  deal.  "If 
he  pulls  it  off,  Wynn  will  own  the 
damn  town,"  he  exclaims. 

Oppenheimer's  Steve  Eisenberg  says 
sources  hint  that  Wynn  has  already 
looked  at  Caesars  as  a  target— and  it's 
clear  he  covets  the  gaming  operator. 
"But  we  don't  know  whether  or  not 
he  will  pull  the  trigger,"  says  Eisen- 
berg, who  says  Caesars  "is  a  great 
buy." 

HIGH-ROLLER  HEAVEN.  Mirage's  Wynn, 
the  analyst  says,  has  the  deep  pockets 
to  pursue  Caesars.  Furthermore,  he 
argues  that  a  Caesars-Mirage  combo 
would  be  a  nice  fit:  Caesars  has  a  large 
following  of  high  rollers— plus  the  vast 
banks  of  slot  machines  that  attract 
walk-in,  mass-market  players. 

For  its  part,  Mirage— formerly  called 
Golden  Nugget— has  property:  four  Ne- 
vada casino-hotels,  the  largest  of  which 
is  called  The  Mirage,  whose  3,000  hotel 
rooms  and  95,000-sq.-ft.  casino  account- 
ed for  most  of  1993's  revenues  of  $953 
million.  Next  door  is  the  Treasure  Is- 
land, another  Mirage-owned  casino, 
2,900  hotel  rooms  and  75,000  sq. 
ft  gambling  space.  Mirage  also  ex- 
pet  L,o  have  several  new  Las  Vegas 
facih  s  operating  in  two  years,  in- 
cluding 5  r)0  million  casino-hotel  on 
Mirage's  Oi  tes  Hotel  property.  This 
new  proj  'd  is  co-owned  by  Mirage 
and  Gold  Sti      Inn  &  Casino  and  will 


CAESARS  WORLD: 
BEING  EYED? 
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aim  at  "value-oriented  vacationers." 

Caesars,  with  revenues  of  $983  mil- 
lion last  year,  owns  two  casino-hotels  in 
Nevada,  one  in  Atlantic  City,  and  four 
hotels  in  the  Poconos.  Eisenberg  ex- 
pects earnings  of  $3.10  a  share  for  the 
year  ended  July  30  and  $4.10  next 
year.  At  its  current  price  and  pros- 
pective earnings,  says  Eisenberg,  "Cae- 
sars is  one  of  the  most  attractive, 
undervalued  casino  stocks  around— with 
or  without  a  takeover  deal."  A  Cae- 
sars spokesman  declined  comment. 


FRESH  OOMPH 
FOR  BOX  ENERGY? 


Of  late,  shares  of  Box  Energy, 
trading  at  14  in  March,  have 
been,  well,  losing  power.  Some 
50%  of  its  market  capitalization  has 
evaporated,  with  the  price  down  to  7. 
"The  stock  is  either  quicksand— or  a 
great  steal,"  says  a  Texas  investment 
manager.  "We  think  it's  definitely  the 
latter."  Several  other  oil-patch  bargain- 
hunters  agree. 

What  has  Box  got  to  entice  these 
pros?  "A  lot  of  oil  and  gas,"  says  in- 
vestment manager  Arnold  Schmeidler, 
who  has  been  snapping  up  shares.  He 
thinks  the  company  is  misunderstood. 

A  factor  that  drove  the  stock  down 
was  the  recent  bankruptcy  filing  by 
privately  owned  Box  Brothers  Hold- 
ing, which  controls  57%  of  Box  Energy. 
(The  Box  brothers  are  sons  of  founder 
Cloyce  Box.)  The  worry  was  that  the 
filing  could  result  in  a  change  of  con- 
trol. Box  Energy  President  Thomas 
Box,  an  executor  of  his  father's  estate, 
insists  that  control  won't  change. 


"Doesn't  matter,"  says  SchmeidL 
For  one  thing,  Box  Energy's  asst 
are  worth  more  than  current  sto 
price,  he  says.  Box  Energy,  with  pa 
ners  Marathon  Oil  and  Amerada  He 
has  a  lucrative  oil-and-gas-lease  propi 
ty  off  Louisiana.  The  natural-gas  oi 
put  jumped  from  25  million  cubic  feel 
day  last  year  to  60  million.  Box's  sli£ 
is  marketed  under  a  contract  expiri 
in  2002,  whereby  prices  rise  10% 
year.  As  a  result,  second-quarter  g 
sales  jumped  to  $13.6  million,  up  frc 
$4.3  million  a  year  ago.  And  six-mor 
cash  flow  from  operations  swelled 
$8.2  million  vs.  $5.6  million  a  year  aj 
Schmeidler  sees  cash  flow  of  $2.5C 
share  this  year,  so  he  expects  "t 
stock  to  hit  the  $20-a-share  range." 

What  of  fears  that  the  Box  fam 
might  lose  control?  Schmeidler  says 
its  stake  went  on  the  block,  likely  bi 
ers  would  be  Marathon  and  Amera 
Hess— even  better  for  the  stock. 


SMELLING  GOLD 
IN  VENGOLD 


espite  inflation  fears,  g( 
stocks  have  failed  to  glitt 
They  have,  in  fact,  been  sor 
losers  all  year.  No  matter,  says  Doi 
las  Kass,  research  director  at  J 
Charles  Securities  in  Boca  Raton,  F 
Bearish  on  stocks  all  year,  Kass  is 
necessarily  a  gold  bug,  but  he's  putti 
money  on  Vengold,  a  Canadian  co 
pany  with  big  stakes  in  mining  prop 
ties  in  Venezuela  and  on  Papua  N 
Guinea's  remote  Lihir  Island.  The  coi 
pany  has  yet  to  post  revenues.  A 
its  stock  has  been  battered,  collapsi 
from  12  in  February  to  3. 

So  why  is  Kass  crazy  for  Vengo 
He's  convinced  there  is  gold  in  its  C 
Uno  concession  in  Venezuela,  mail 
because  the  site  abuts  Placer  Dom 
Las  Cristinas  property,  where  mc 
than  7  million  ounces  of  gold  were  c 
covered  last  year. 

Vengold's  initial  findings  th< 
proved  disappointing.  But,  says  Ka 
Vengold  has  since  discovered  "sign 
cant  mineralizations  at  Oro  Uno— a 
tential  kilometer  of  gold."  Vengol 
other  prospect,  Lihir  Island,  "boa 
one  of  the  world's  largest  gold  dep 
its,"  says  Kass.  He  expects  Vengi 
CEO  Ian  Telfer  to  sign  a  pact  soon  w 
the  Papua  government  for  a  license 
explore  on  Lihir. 

Vengold's  stock  is  truly  underv 
ued,  says  Kass,  trading  at  a  60%  c 
count  to  the  company's  asset  value. 
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What's  the  Sound  of  a  Phone  Not  Ringing? 


TEXT  Our  F9600 
enables  multiple 
users  to  instantly 
exchange  documents, 
strategies  and  ideas 
without  sending 
faxes  or  trans- 
ferring files. 


MAIL  The  Fujitsu 
Multimedia  Platform 
PBX  allows  you  to 
generate  and  trans- 
port multiple  types 
of  messages  so  you 
can  manage  your 
mail,  not  just 
access  it. 


IMAGE  Is  there 
data-intensive 
information  you 
want  to  access  from 
across  the  country? 
Our  multimedia 
network  will  let  you 
quickly  retrieve 
it  from  another 
location,  regardless 
ot  format. 


BROADBAND 

With  our  ATM 
backbone  for  your 
broadband  network, 
you'll  be  able  to 
transfer  audio,  video 
and  data  applica- 
tions at  multi- 
gigabit-per-second 
speeds. 


VIDEO  Our  new 

ViewNet  S  Series'" 
videoconferencing 
system  allows 
managers  to  huddle 
at  a  moments  notice, 
saving  thousands  on 
travel  and  loss-of- 
work-hour  costs. 


If  it's  the  Fujitsu  F9600  Multimedia  Platform  PBX,  its  the  sound  of  digital  information  silently 
■it-streaming  its  way  to  desktops  around  the  country.  Our  F9600  Multimedia  Platform  PBX  can  transmit 
text,  voice  and  e-mail,  video,  graphics,  audio  —  the  works  —  to  anyone  you  select.  Anytime.  Anywhere. 
It's  all  part  of  our  strategy  to  provide  your  enterprise  with  the  future  —  networks  that  enable  your 
people  to  share  all  kinds  of  information  to  get  more  work  done.  Intuitively,  instantly,  intelligently. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 


Fujfrsu 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


edia 


MUSIC  I 


MARCHING  TO  MORGAN'S 
TUNE  AT  WARNER  MUSIC 


Now  firmly  on  top  of  his  often  feuding  labels,  he's  aiming  at  MTV 


The  atmosphere  at  Warner  Music- 
Group's  recent  sales  conference  in 
Nashville  was  as  rueful  as  any 
country-and-western  ballad.  Three  days 
before  the  Aug.  18  meeting,  Mo  Ostin, 
the  legendary  chairman  of  Warner  Bros. 
Records  Inc.,  announced  his  resignation. 
Now,  Ostin  was  delivering  his  farewell 
speech  shortly  after  the  very  person 
who  had  hastened  his  departure:  Warn- 
er Chairman  Robert  J.  Morga- 
do.  "It  was  a  very  emotional 
event,"  recalls  Danny  Goldberg, 
president  of  Atlantic  Records. 
"Everybody  was  crying." 

Morgado  says  he  admires  Os- 
tin, who  built  the  Warner  Bros, 
label  from  scratch  into  a  power- 
house over  three  decades.  But 
colleagues  say  relations  between 
the  two  men  were  strained— in 
part  because  Ostin  insisted  on 
reporting  to  Time  Warner  Inc.'s 
late  chairman,  Steven  J.  Ross, 
and  his  successor,  Gerald  M. 
Levin.  With  Ostin  gone,  Morgado 
has  consolidated  his  grip  on  the 
world's  largest  music  company. 
"A  lot  of  people  had  speculated 
whether  Bob  had  full  control 
over  his  label  executives,"  says 
Michael  R  Schulhof,  chairman  of 
rival  Sony  Music  Entertainment 
Inc.  "These  latest  moves  clearly  demon- 
strate he's  running  his  own  show." 
victory.  It  was  quite  a  struggle.  When 
Ross  asked  Morgado  to  oversee  Warn- 
er's music  business  in  1985,  he  faced  a 
clutch  of  labels  that  acted  more  like 
feuding  baronies  than  a  cohesive  family. 
Morgado's  nonmusic  background— he 
once  served  as  chief  of  staff  to  New 
York  Governor  Hugh  L.  Carey— made 
him  suspect  to  proud  record  executives 
such  as  Ostin.  Over  nine  years,  though, 
Morgado  asserted  his  authority. 

Now,  with  his  house  in  order,  the  50- 
year-old  executive  is  flexing  his  muscles 
as  a  power  broker  in  the  industry.  His 
first  target  is  MTV,  the  music-video  jug- 
gernaut whom  all  six  major  record  com- 
panies rely  on  to  promote  their  artists. 
Morgado  has  persuaded  five  of  the  six  to 
back  an  alternative  music-video  channel 


to  be  launched  in  the  U.  S.  next  year. 
MTV  contends  that  a  channel  backed  by 
most  of  the  record  industry  is  monopo- 
listic. The  claim  has  found  a  receptive 
audience  in  the  U.  S.  Justice  Dept., 
which  recently  subpoenaed  the  five  com- 
panies involved  as  part  of  a  preliminary 
antitrust  investigation. 

For  the  low-key  Morgado,  the  gov- 
ernment probe  is  a  headache.  But  he 


MORGADO  AND  CARDBOARD-CUTOUT  PALS  (CLOCKWISE, 
FROM  TOP  LEFT)  MEHTA,  PAVAROTTI,  CARRERAS,  DOMINGO 


says  record  companies  have  little  choice 
but  to  collaborate  in  developing  new  dis- 
tribution channels  for  their  artists.  "Do 
you  know  anyone  else  who  would  be 
willing  to  spend  $100  million  to  start  a 
music  channel?"  he  asks.  Unlike  Ostin, 
who  carried  on  a  notorious  rivalry  with 
Sony's  predecessor  company,  CBS 
Records,  Morgado  has 
an  array  of  joint  ven- 
tures with  Sony. 

Critics  snipe  that  Mor- 
gado has  no  feel  for  mu- 
sic. Indeed,  his  elegantly 
appointed  office  isn't  dec- 
orated with  the  gold 
records  that  are  de 
rigueur  among  industry 
executives.  But  Morga- 
do has  compensated  for 
his  lack  of  musical  pedi- 
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WARNER'S  WOES, 
ATLANTIC'S  ASCENT 


□  WARNER  BROTHERS 
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6- 
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U.S.  MARKET  SHARE 
OF  TIME  WARNER'S 
KEY  RECORD  LABELS 


▲  PERCENT 


1993 


gree  by  naming  Doug  Morris  presii 
of  all  Warner's  U.  S.  labels.  As  clj 
man  of  the  Atlantic  Group,  Morris 
revitalized  the  once  creaky  label 
Stone  Temple  Pilots  and  a  concert  al 
featuring  Luciano  Pavarotti,  Pla 
Domingo,  and  Jose  Carreras.  Ind 
Atlantic  has  overtaken  Warner  E 
Records  in  U.  S.  market  share  (ta! 
Warner  Bros.  President  Lt 
Waronker  says  new  releases  by 
Clapton,  Neal  Young,  and  Madonna 
quickly  restore  its  luster. 

Together,  Warner's  40  wholly  or 
ly  owned  labels  amount  to  one  pow 
machine.  John  Tinker,  an  analyst  at 
man  Selz  Inc.,  figures  Warner  Mi 
Group  will  generate  $700  million  ir 
erating  income  in  1994,  on  revenuJ 
$3.6  billion.  With  popular  non-1;! 
artists  such  as  Italy's  Laura  PausiniJ 
ly  55%  of  Warner's  revenues  come  ] 
overseas.  But  even  in  the  I 
Warner  owns  21.7%  of  the  1 
ness  so  far  this  year,  accorj 
to  market  researcher  Sound 
Inc.  Sony  Music,  its  closes 
val,  has  only  15.7%. 

With  Warner  rolling  up; 
profits,  Morgado  can  focu 
outside  projects,  such  as  the] 
sic-video  channel.  He  insists! 
venture  doesn't  violate  antil 
laws.  His  record-company  j 
ners— Sony,  PolyGram,  EMI  I 
sic,    and   Bertelsmann  Ms 
Group— will  continue  to  sua 
music  videos  to  MTV.  But  i 
gado  acknowledges  that  wis 
viable  competing  channel, 
might  be  able  to  charge  MT'ifi 
videos  it  now  receives  free.!  a 
TOO  BRASH?  Industry  execul 
say  the  Justice  Dept.'s  sen! 
has  unnerved  Morgado's  ]ii 
ners,  though  Schulhof  says  Sony  isft 
behind  the  venture.  Morgado  sayj 
turned  away  MCA  Inc.,  the  onl 
record  company  not  involved  in  the] 
vice,  because  the  list  of  backers 
grown  too  long,  but  he  may  inviB 
back  in  later:  "This  is  not  about  B 
they're  only  part  of  the  problem."  | 
With  its  antitrust 
plications,  some  rl 
think  Morgado's  bl 
challenge  will  onlyffl 
up  embarrassing  m 
But  after  his  vicl 
over  the  unruly  fief'B 
of  Warner  Music  G|U| 
this  record-industry  B 
stro  seems  willin  ti 
take  that  risk. 

By  Mark  Landlt 
New  York 


]  ATLANTIC  GROUP 
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DATA  SOUNDSCAN  INC 


NOT 
SEEING  THE 

VALLEY  FOR 
THE  TREES  CAN 

RESULT  IN 
SHORT- 
SIGHTED^0 

UNFORTUNATE 

DECISIONS. 

MANAGING  MONEY  BASED  on  short-term  goals  can  be  enticing,  but  often  leads  to 
undesirable  outcomes.  So,  at  Putnam  Investments,  we  do  not  time  markets  nor 
make  abrupt  shifts  in  asset  allocations.  Rather,  we  manage  money  with  a 
long-term  perspective.  Through  both  systematic  decision-making  and  fundami  ntal 
research,  coupled  with  a  dedication  to  optimizing  capital  markets,  we  have  achieved 
consistent,  strong  investment  performance  for  more  than  50  years  for  our  over  350 
institutional  clients  and  3  million  individual  investors.  At  Putnam,  we  realize 
that  the  valleys  can  be  negotiated  as  easily  as  the  trees,  given  the  proper  vision. 

A  TIME  -  HONORED  TRADITION    IN  MONEY  MANAGEMENT 

PUTNAM 

INVESTMENTS 
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MATHEMATICS  I 


SUPERMATH  FOR 
THE  REAL  WORLD 


Engineers  are  transforming  industry  with  nonlinear  formulas 


IBM'S  JENSEN  USES  A  LAPTOP  AND  A  WORKSTATION  TO  CRUNCH  INVESTMENT  DATA  FAST 


Above  all  else,  engineers  are  prac- 
tical. If  developing  the  perfect 
camera  or  oil  refinery  takes  too 
long,  they  settle  for  a  design  that's 
"good  enough."  Increasingly,  though,  this 
no  longer  suffices.  In  companies  driven 
by  competition  to  wring  the  last  ounce 
of  efficiency  from  manufacturing  and  to 
design  products  to  far  tighter  tolerances, 
engineers  are  being  forced  to  dip  into  a 
new  mathematics  toolbox.  And  the  ulti- 
mate result,  experts  believe,  will  revolu- 
tionize engineering  just  as  quantum  me- 
chanics has  transformed  physics. 

The  new  tools  are  called  nonlinear 
equations,  and  the  name  says  it  all. 
These  equations  are  used  for  precisely 
describing  the  behavior  of  things  with 
an  unpredictable  facet.  That's  nearly 


everything— from  the  workings  of  car 
engines  to  the  actions  of  DNA  molecules. 
Even  baking  a  cake  is  nonlinear:  Turn- 
ing up  the  oven's  temperature  twice  as 
high  won't  bake  the  cake  twice  as  fast. 
And  with  some  industrial  recipes,  such 
as  those  for  making  drugs  and  plastics,  a 
tiny  change  in  ingredients  or  process- 
ing conditions  can  mean  a  huge  differ- 
ence in  the  finished  product.  Nonlinear 
math  can  help  explain  such  lopsided  ef- 
fects. In  short,  it  "allows  you  to  describe 
things  the  way  they  work  in  the  real 
world,"  says  David  Kinderlehrer,  director 
of  the  Center  for  Nonlinear  Analysis  at 
the  University  of  Minnesota. 

Engineers  have  shunned  nonlinear 
equations  until  now  because  getting 
good  answers  is  hideously  difficult.  Since 


you  can't  be  sure  how  any  change 
affect  the  outcome,  you  have  to  pli 
every  conceivable  variation  and  s 
the  equations  thousands  or  millior 
times.  Once,  even  a  simple  nonli 
problem  was  a  job  for  a  supercorr 
er— and  the  toughest  problems  are 
unsolvable:  They  would  take  dec 
of  continuous  number-crunching, 
now  that  desktop  workstations  can 
run  yesterday's  supercomputers,  mjfc- 
maticians  have  the  means  to  tact 
much  wider  range  of  industrial  i  W 
lenges.  And  for  many  of  those  stil  c 
hot  to  handle,  programmers  are  wr  | 
shortcuts  to  approximations  that  r  ft 
"good  enough"  a  lot  better.  "G 
strides  are  being  made  in  techni  m 
for  solving  large,  complex  proble  H 
says  James  L.  Phillips,  manage 
mathematics  and  engineering  ana  : 
at  Boeing  Co. 

shrink-wrap.  He  should  know.  Be 
has  been  using  such  nonlinear  techni  p 
as  computational  fluid  dynamics 
since  the  1970s.  CFD  involves  carvin  hi 
an  airframe's  design  into  thousand  J 
millions  of  interconnected  shapes  c 
finite  elements:  The  more  there  are 
more  accurate  the  results  will  be 
resulting  computer  model  is  cov 
with  a  "mesh,"  making  it  look  like 
shrink-wrapped  in  graph  paper 


the  computer  simulates  air  flowing  fa 
each  element  and  integrates  all  th< 
swers  to  determine  how  well  the  i 
will  fly.  The  latest  CFD  software,  vA 
costs  a  fraction  of  earlier  versions, 
generates  the  mesh  automatically,  ss  cj 
days  of  engineering  time.  As  a  re 
Boeing  figures  it  now  pays  to  re\ 
aged  planes.  An  upcoming  edition  o 
30-year-old  737  will  be  lighter,  c 
more  payload,  and  use  less  fuel. 

The  big  news  is  that  nonlinear 
is  spreading  to  many  other  indust 
General  Motors  Corp.  is  crash-te; 
finite-element  models  instead  of 
cars— and  has  perfected  nonlinear 
ware  for  designing  interior  panels.  " 
be  able  to  explore  design  altera 
much  more  easily  than  before, 
James  C.  Cavendish,  principal  rese 
scientist  at  GM's  research  center. 


A  NEW  MATH  TOOL 

Major  industries  are  benefiting  from 
software  based  on  nonlinear  math. 

JL.  AEROSPACE 
~^Suf  Engineers  can  simulate  the 
aerodynamics  of  entire  air- 
frames instead  of  just  wings,  improving 
performance  and  cutting  costs. 


BIOTECH 

Geneticists  are  getting  a  better 
handle  on  the  complex  behavior 
of  DNA.  Eventually,  biology's  most 
important  discoveries  may  stem  from 
computer,  not  test-tube,  experiments. 

CARS 

I  Designers  can  shape  stronger, 
safer  car  bodies. 


Jfo  FINANCE 

Traders  are  using  "nonlinear 
optimization"  algorithms  to  he 
maximize  profits  and  minimize  risk. 

MANUFACTURING 

k  Chemical  and  oil  producers  ai 

 W  devising  more  efficient  produc 

tion  processes,  and  manufacturers  are 
designing  products  to  tighter  tolerance: 
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The Diamond 'Anniversary Band. 


On  your  10th, 
show  heryoud  marry  her  all  over  again. 


This  design  from  $2,000. 

Call  1-800-BlG-GEMSfor  the  jeweler  nearest  you. 


A  diamond  is  forever. 


Compare  the 
Performance  of 
more  than  .  .  . 
2,000  Equity  and 
2,000  Fixed  Income 
Mutual  Funds! 


•  Simple  menu 
commands 

I.  Operates  on  IBM 
or  Compatible  PC 

•  Updates  monthly 
and  quarterly 


FORSUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 
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The  Cake 


When  it  Comes 
to  Editorial  Excellence, 
Business  Week  Takes  it. 

It's  Business  Week's  65th  Anniversary,  and  we're  celebrating 
more  than  six  decades  of  outstanding  business  journalism. 
In  1994,  in  fact,  Business  Week  received 

Issue  Date: 

the  National  Magazine  Award  for  general       October  17, 1994 

editorial  excellence.  That's  because  week 
after  week,  Business  Week's  editors  ANNIVERSARY 
are  dedicated  to  producing  the  best  ISSUE 
magazine  in  the  business  of  business.         closing  Date: 

September  12, 1994 

Savvy  advertisers  will  award  them- 
selves a  place  in  our  65th  Anniversary  Issue.  Because 
when  Business  Week  celebrates,  7  million  readers  take 
notice.  Get  into  the  65th.  And  celebrate. 
For  advertising  information  call  David  Ferm,  Publisher,  at  212-512-4593 


BusinessWeek 


Beyond  news.  Intelligence. 


velopments  to  Watc 


BY  RUTH  COXETER 


\  (ART  POWER  METERS  MAY  HELP 
)  4SERVE  PRECIOUS  JUBCE 


feed  America's  growing  energy  appetite  during  peak 
)urs,  utilities  may  spend  billions  on  new  power  plants 
the  next  five  years.  They  would  like  to  limit  plant  con- 
tion  by  enticing  homeowners  to  shift  consumption  to 
iak  hours.  But  creating  incentives,  such  as  variable  pric- 
*equires  much  closer  monitoring  of  usage  patterns, 
'.at's  why  power  companies  are  rushing  to  automate 
filing— from  meter  reading  to  monitoring  outages.  To 

Cellnet  Data  Systems  Inc.  in  San  Carlos,  Calif.,  has 
ed  an  "intelligent"  network  system  linking  thousands  of 
rs  and  power  lines  to  a  power  company's  computer  net- 

via  low-cost  radio  transmitters.  Data  flow  between  the 
mitters  and  a  central  computer  that  tracks  consump- 
and  signals  power-line  outages.  Cellnet  is  working  with 
gia  Power  Co.  and  Northern  States  Power  Co.  in  Minne- 
3.  It  just  signed  a  contract  to  bring  Kansas  City  Power  & 
c  Co.'s  420,000  customers  on-line  by  the  end  of  1996. 


LL  GIANT  CRYSTALS 
I JGHEN  UP  GIANT  TURBINES? 

1 


rdinary  metal  alloys  look  uniform,  but  under  the  micro- 
scope they're  a  multicrystalline  crazy  quilt.  That's  because 
olten  alloys  cool,  crystals  branch  out  from  many  points 
frost  on  a  window.  At  high  temperatures,  alloys  are 
.est  where  different  crystals  abut.  To  make  stronger  air- 
-engine  parts,  scientists  at  United  Technologies  Corp.'s 
-  &  Whitney  Co.  in  the  late  1970s  controlled  the  cooling  of 
3n-nickel  alloys  so  each  part  was  a  huge  crystal  grown 
one  "seed."  That's  now  the  norm  for  jet-engine  parts, 
iwmet  Corp.  in  Greenwich,  Conn.,  a  unit  of  France's  Pe- 
y  that  makes  single-crystal  parts  for  jet  engines,  hopes  to 
he  technique  for  the  much  bigger  blades  and  vanes  used 
wer-generation  turbines.  Single-crystal  parts  would  allow 
nes  to  run  hotter,  improving  efficiency.  Blades  in  a  big 
ir  turbine  are  a  foot  or  longer,  compared  with  just  a 
nches  for  a  jet  engine.  That  much  molten  metal  tends  to 
•m  ceramic  molds  and  cool  unevenly,  so  multiple  crystals 
.  Now,  Howmet  is  developing  rigid,  more  durable  molds 
better  furnace  controls  that  guide  the  crystal  to  grow 
a  single  seed.  It  has  made  parts  as  long  as  two  feet  but 
'et  in  large  quantities. 


PING  EPILEPTIC  BRAINS 

D  THEIR  WAY  BACK  TO  CHAOS 


fhen  biological  systems  go  haywire,  order,  not  chaos,  can 
be  suspect.  During  chemically  induced  seizures  in  rats, 
v  sxample,  neurons  fire  erratically  but  in  unison— a  phe- 
c  inon  called  chanting.  Now,  scientists  at  George  Wash- 


ington University  and  Georgia  Institute  of  Technology  suggest 
that  it's  possible  to  nip  human  epileptic  seizures  in  the  bud  by 
restoring  chaotic  brain  activity  before  abnormal  harmonies 
take  hold. 

Suppressing  chaotic  reactions  is  routine  work  for  mechani- 
cal engineers.  And  in  medicine,  electrical  pulses  are  used  to 
smooth  out  rapid,  irregular  muscle  contractions  that  cause 
heart  attacks.  Deliberately  inducing  chaos  is  more  controver- 
sial, researchers  say.  Further  animal  tests  are  needed  before 
anyone  tangles  with  the  human  brain.  But  if  all  goes  well,  doc- 
tors treating  severe  epilepsy  may  no  longer  need  to  pre- 
scribe heavy  drugs,  or  slice  away  damaged  brain  tissue.  In- 
stead, they  could  implant  tiny  electrodes  around  the  site  to 
detect  the  rhythmic  onset  of  neuronal  "chanting,"  then  nudge 
the  cells  back  to  a  more  natural  state  of  chaos. 


PHOTOCHEMISTRY  GETS  DOWN 
TO  'BASICS' 


Computer  chips  and  dental  work  have  something  in  com- 
mon: Both  rely  on  photochemical  reactions.  After  spread- 
ing dental  putty,  dentists  use  a  blue  light  to  trigger  a  rapid 
hardening.  Similar  chemistry  is  key  to  printing  circuits  on  sil- 
icon—only the  light  is  ultraviolet.  In  one  common  type  of 
photochemistry,  light  sets  off  a  reaction  between  a  light-sensi- 
tive molecule  and  a  polymer,  forming  cross-linkages  in  the 
polymer.  The  light-sensitive  molecule  is  either  an  acid  or  a 
"free  radical,"  a  substance  with  an  extra  electron. 

Charles  Kutal,  the  University  of  Georgia's  chemistry  depart- 
ment chair,  is  developing  a  whole  new  type  of  photochemistry. 
He's  making  light-sensitive  molecules  that  are  bases,  the  oppo- 
site of  acids.  He  says  acids  can  linger,  causing  corrosion.  And 
reactions  involving  free  radicals  are  inhibited  by  oxygen.  Bas- 
es have  neither  of  those  problems.  Kutal's  research  team  has 
developed  "basic"  epoxy  compounds  that  could  be  used  for  den- 
tal work  as  well  as  for  chip  circuitry,  coatings,  and  inks— and 
even  sutures  for  eye  surgery.  He  says  several  companies 
have  expressed  interest. 


A  BUG  ALERT 

FOR  BREAKFAST  CEREAL 


Extra  raisins  may  lure 
breakfast-cereal  buy- 
ers. But  one  additive 
doesn't:  bug  parts.  "It's  a 
matter  of  sanitation," 
says  University  of  Tex- 
as at  Austin  chemist 
Barrie  Kitto.  "The  more 
insects  you  find,  the 
more  likely  there  is  con- 
tamination from  other 
pests,  like  rodents." 

Current  standards  per- 
mit 75  insect  fragments 
per  50-gram  grain  sam- 
ple. But  conventional  visual  inspection  misses  insect  eggs  and 
larvae  inside  grain  kernels.  So  Kitto  developed  a  simple  $5  test 
for  myosin,  a  protein  present  at  all  stages  of  an  insect's  life.  A 
specially  treated  plastic  stick  is  dipped  in  a  blend  of  grain 
and  saline  solution.  The  more  myosin  present,  the  greener 
the  stick  turns.  Just  two  micrograms  of  myosin  in  a  kilo  of 
wheat  can  be  detected,  says  Kitto.  Major  companies  such  as 
ConAgra,  Pillsbury,  and  Cargill  are  evaluating  the  test. 


&  TECHNOLOGY 
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nformation  Processin 


TELECOMMUNICATIONS  I 


SPRINT  PICKS  UP 
THE  PACE 


New  services,  wireless  ventures,  and  European  links  are  giving  the  No.  3  carrier  momentum 


F 


or  years,  Sprint  Corp.  has  been  an 
afterthought  in  the  long-distance 
market.  With  only  about  9%  of  the 
business,  it  trailed  so  far  behind  AT&T 
and  MCI  Communications  Inc.  that  it  was 
sometimes  literally  overlooked.  When 
MCI  unleashed  a  torrent  of  discount  plans 
in  the  early  1990s,  its  catchy  ads  target- 
ed AT&T,  never  even  acknowledging  Kan- 
sas City  (Mo.)-based  Sprint.  Meanwhile, 
poor  customer  service,  ineffective  mar- 
keting, and  billing  problems  kept  a  lid 
on  growth  and  put  Sprint's  long-distance 
profits  on  a  roller  coaster. 

Nobody's  overlooking  Sprint  today.  In 
the  past  six  quarters,  its  workaholic 
chairman,  William  T.  Esrey,  has  pumped 
new  life  into  the  company.  Esrey,  a  for- 
mer New  York  investment  banker  who 
never  leaves  home  without  his  laptop 
computer,  chopped  $150  million  out  of 
Sprint's  cost  structure,  boosting  long- 
distance operating  margins  by  69%.  A 
string  of  new  products  and  services- 
including  a  phone  card  that  works 
with  voice  commands  and  an  interna- 
tional calling  program  aimed  at  high- 
end  customers— have  skewed  revenue 
toward  more  profitable  overseas  and 
credit-card  calls. 

"AN  opportunity."  Granted,  Sprint  is 
still  a  distant  third  to  its  long-distance  ri- 
vals. Its  share  of  the  U.  S.  market  crept 
up  from  9.2%  in  1991  to  9.4%  in  1993. 
But  in  the  second  quarter  of  this  year, 
Sprint's  long-distance  revenue  growth 
outpaced  MCl's,  growing  12.3%,  vs.  MCl's 
11.6%,  according  to  S.  G.  Warburg  &  Co. 
Merrill  Lynch  &  Co.  analyst  Daniel  P. 
Reingokl  predicts  that  Sprint's  1994  earn- 
ings will  soar  32%,  to 
$911  million,  on  sales  of 
$12.7  billion  (chart).  That 
is  the  kind  of  news  Wall 
Street  loves.  Sprint's 
stock  trades  at  around 
$37,  up  from  31  last  fall. 

But  what's  really  put- 
ting Sprint  in  the  spot- 
light are  Esrey's  moves 
to  position  the  company 
for  a  brave  new  tele- 
communications world. 
Watching  the  ferment 
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REVENUES 
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roiling  the  global  telecom  industry— de- 
regulation, Information  Superhighways, 
new  technology— Esrey  sees  his  chance. 
"It's  an  opportunity  to  transform  the 
company  greater  than  our  move  into 
long  distance"  in  1982.  That's  when 
Sprint,  nee  United  Telecommunications 
Inc.,  was  a  local  phone  company.  It 
jumped  into  long  distance  with  the 
Sprint  service,  a  partnership  with  GTE 
Corp.,  which  sold  out  in  1992. 

So  Esrey,  who  took  the  helm  in  1990, 
is  wheeling  and  dealing 
to  make  Sprint  a  global 
player  just  like  AT&T  and 
MCI.  The  first  move  was 
swapping  $4.2  billion  in 
Sprint  stock  for  cellular 
operator  Centel  Corp. 
But  the  most  important 
deal  came  in  June,  when 
Esrey  arranged  to  sell 
20%  of  Sprint  to  France 
Telecom  and  Deutsche 
Bundespost  Telekom  for 
$4.2  million. 


'94 
ESI, 

CO  ESTMAT! 


The  deal,  if  approved  by  U.  S 
European  regulators,  will  immedi 
launch  Sprint  into  a  higher  orbit 
starters,  it  will  gain  badly  needed 
to  expand.  More  important,  it  will 
Sprint  a  top  player,  along  with 
and  the  MCI-British  Telecommunica 
alliance,  in  the  $30  billion  marke 
so-called  global  networks.  This  U 
business  of  selling  voice,  data,  and 
communications  services  to  connect 
es  of  far-flung  multinational  corpora' 
Joint  ventures  with  carriers  in  Ca 
and  Mexico  are  extending  Sprint's 
bal-network  reach  throughout  IN 
America  as  well. 
the  getaway.  Today,  Sprint  carries 
3%  of  the  long-distance  traffic  o: 
biggest  multinationals.  But  the  Fi 
and  German  phone  monopolies  tog< 
carry  14%,  close  to  AT&T's  16%  s 
"The  benefit  to  Sprint's  long-dist 
business  is  huge,"  says  Oppenheim 
Co.  analyst  Michael  Elling. 

The  partnership  wants  to  run  w 
wide  information  networks  for  cor 


INFORMATION  PRO 


ATTENTION 


INDIVIDUALS  EXPOSED  TO  ASBESTOS 
OR  ASBESTOS-CONTAINING  PRODUCTS 

AND 

INDIVIDUALS  OR  ENTITIES  WHICH 
MAY  BE  SUED  BY  THOSE  EXPOSED  TO 
ASBESTOS-CONTAINING  PRODUCTS 


Your  rights  may  be  affected  by  two  class  action  lawsuits 
pending  in  the  united  states  district  court  for  the  eastern 
District  of  Texas,  Ahearn  v.  Fibreboard  Corp.,  C.A.  no. 
6:93cv526  (E.D.  Tex.)  and  Continental  Casualty  Co.  v.  Rudd,  C.A. 

No.  6:94cv458  (E.D.  Tex.). 

CALL  1 -800-792-2000 

AS  SOON  AS  POSSIBLE  TO  RECEIVE  A  NOTICE  PACKAGE  CONTAINING 
DETAILED  INFORMATION  ABOUT  THE  CLASS  ACTIONS  AND  HOW  THEY 
MAY  AFFECT  YOUR  RIGHTS. 


A  class  action  lawsuit,  Ahearn  v.  Fibreboard  and  a  Global  Settlement  Agreement,  have 
been  filed  in  U.S.  District  Court  in  Tyler,  Texas.  If  approved,  this  class  action  and 
settlement  will  resolve  all  future  asbestos-related  personal  injury  claims  against 
Fibreboard  and  its  predecessors,  including  PABCO,  as  well  as  third-party  claims  arising 
out  of  such  claims. 

A  class  action,  Continental  Casualty  Co.  v.  Rudd,  was  also  filed  against  two  defendant 
classes  seeking  approval  of  a  settlement  entered  into  between  Fibreboard  and  certain  of 
its  insurers  to  settle  all  liabilities  and  obligations  of  the  insurers  under  insurance  policies 
they  issued  to  Fibreboard. 

•  If  you,  a  family  member,  or  someone  for  whom  you  have  legal  responsibility  was 
exposed,  directly  or  indirectly,  to  asbestos  or  asbestos-containing  products;  or 

•  If  you  are  a  person  or  entity  which  may  be  sued  by  individuals  exposed  to  asbestos 
or  asbestos-containing  products; 

Call:  1-800-792-2000  for  more  information  about 
these  class  actions  and  your  rights  ...  even  if  you  are  not 
suffering  from  any  symptoms  of  injury. 


nformation  Processin 


tions  also.  That  was  the  objective  of  the 
deal  that  got  away— Esrey's  proposed 
merger  in  June  with  Electronic  Data 
Systems  Corp.,  the  computer-systems- 
integration  and  consulting  giant.  The 
combination  would  have  created  a  tech- 
nology colossus,  with  more  than  $20  bil- 
lion in  annual  sales,  capable  of  delivering 
one-stop  shopping  for  information  and 
communications  services.  The  deal  cra- 
tered  when  the  companies  couldn't  agree 
on  price,  and  both  sides  say  talks  have 
ceased.  But  sources  close  to  Sprint  be- 
lieve an  alliance  with  EDS  is  still  likely. 
Esrey  will  only  say  "an  EDS-like"  deal 
remains  possible,  with  EDS  or  another 
company  altogether. 

Certainly,  Esrey  could 
use  another  deal— for 
growth  and  for  defensive 
reasons.  Over  the  next 
few  years,  the  Regional 
Bell  Operating  Companies 
(RBOCs)  are  almost  certain 
to  gain  entry  into  long- 
distance services.  And  as 
the  distant  third  in  the 
U.  S.  market,  Sprint  could 
be  the  most  vulnerable. 

Consolidation  has  al- 
ready turned  LDDS  Com- 
munications Inc.,  the  na- 
tion's No.  4  long-distance 
carrier,  into  a  much  more 
dangerous  rival.  On  Aug. 
22,  the  company  sealed  a 
deal  to  buy  the  WilTel 
Inc.  long-distance  unit  of 
Williams  Cos.  for  $2.5  bil- 
lion. Instead  of  sending 
traffic  over  leased  lines, 
LDDS  will  now  have  its 
own  11,000-mile  fiber-op- 
tic network. 

BABY  TALK.  That  puts  ad- 
ditional pressure  on 
Sprint  to  boost  its  pres- 
ence in  overseas  and  cellular  markets, 
including  personal  communications  sys- 
tems (PCS),  a  new  wireless  setup.  The 
renamed  Sprint  Cellular,  the  nation's 
eighth-largest  system,  brought  in  $464 
million  in  revenues  and  $24  million  in 
operating  income  last  year,  and  it  will 
easily  triple  the  income  contribution  in 
1994,  say  analysts.  But  Sprint  has  bigger 
ambitions:  a  nationwide  cellular/long- 
distance combine  to  challenge  the  net- 
work that  a  merged  AT&T-McCaw  Cellu- 
lar Communications  Inc.  will  create. 

How  to  match  AT&T/McCaw?  Most 
likely  through  alliances  with  Baby  Bells. 
By  linking  cellular  systems  and  adding 
PCS  networks  in  >rher  areas,  they  could 
create  a  national  service.  Esrey  isn't 
saying  which  Bells  he  is  talking  to,  but 
the  answer  may  emerge  in  October, 


when  PCS  license-bidding  teams  must 
register  with  the  Federal  Communica- 
tions Commission.  Nynex  and  Bell  Atlan- 
tic have  already  expressed  interest  in  a 
Sprint  link,  as  have  U  S  West  Inc.  and 
AirTouch,  the  former  Pacific  Telesis 
Group  cellular  company. 

Esrey's  plans  all  look  good  on  paper. 
But  that  doesn't  mean  they're  easy  to 
pull  off.  For  one  thing,  it  may  take  some 
doing  to  nail  down  the  venture  with  the 
French  and  the  Germans.  Although  U.  S. 
regulators  are  expected  to  approve  the 
deal,  the  Administration  may  use  the 
opportunity  to  press  for  faster  deregula- 
tion of  German  and  French  phone  mar- 
kets. Another  potential  problem:  union 


SPRINTING  AHEAD 


CENTEL  Sprint  swaps  $4.2  billion  in  stock  for  the  cellular  operator  in 
early  1 993,  renames  the  company  Sprint  Cellular. 

CALL-NET  Sprint  buys  25%  for  $65  million  in  late  1 993,  gaining 
entree  into  the  Canadian  market  as  it  begins  to  deregulate.  Call-Net 
changes  its  name  to  Sprint  Canada. 

ELECTRONIC  DATA  SYSTEMS  A  deal  to  merge  Sprint  with  the 
computer-services  giant  collapses  in  June,  1 994,  after  the  pair  can't 
agree  on  stock  valuations,  but  some  sort  of  partnership  still  remains 
possible. 

FRANCE  TELECOM,  DEUTSCHE  BUNDESPOST  TELEKOM  The  two 

European  phone  companies  agree  to  buy  20%  of  Sprint  for  $4.2 
billion,  making  Sprint  a  serious  player  in  the  growing  market  to  pro- 
vide international  telecommunication  services  to  large  corporations. 

GRUPO  IUSACELL  Sprint  agrees  in  late  July  to  form  a  joint  venture 
with  the  Mexican  phone  company  to  offer  national  and  international 
long-distance  services  in  Mexico  when  the  market  liberalizes  in  1 997. 

LOCAL  PHONE  COMPANIES  Down  the  road,  Sprint  is  expected  to 
join  a  national  cellular  network,  perhaps  in  alliance  with  several 
regional  Bell  operating  companies.  The  company  may  also  be  a 
bidder  for  personal  communications  systems  licenses,  alone  or  in 
alliance  with  other  companies  at  this  December's  auction. 


trouble.  The  powerful  Deutsche  Post- 
gewerkschaft  (DPG)  union  recently  ob- 
jected when  Sprint  laid  off  235  employ- 
ees in  a  California  marketing  office  just 
before  the  workers  were  to  vote  on  un- 
ionizing. DPG  wants  assurances  that  Ger- 
man labor  practices  hold  for  any  Sprint- 
DT  entity  in  Germany.  Sprint  says  it 
does  not  believe  labor  issues  will  derail 
the  partnership. 

Sprint  still  hopes  for  regulatory  ap- 
proval by  January,  1995,  and  a  joint- 


Eventually,  Sprint  will  need 
one  or  more  Asian  partners 
to  complete  its  global  links 


venture  launch  by  Apr.  1.  The 
step:  to  find  an  Asian  phone  comps| 
complete  the  worldwide  network. 
Long  Distance  President  Ronald 
May  predicts  that  the  European  al 
"will  be  a  magnet  for  attracting 
ners  in  the  Pacific." 

The  global  push  could  have  an  i 
diate  payoff— in  new  long-distance 
ness  and  cash.  The  $4.2  billion 
doubt  help  build  Sprint's  cellula: 
work.  Oppenheimer's  Elling  predic 
Sprint  will  also  use  up  to  $1  bill: 
cut  its  $4.5  billion  debt.  Sprint  ha; 
marked  some  funds  to  upgrade 
work  as  well.  Top  of  the  list:  st 
the-art  switches  and  transmissio 
that  will  increase 
and  speed  to  handl 
and  video. 
shoot-out.  Expans 
Canada  and  Mexic 
also  require  cash.  S 
joint  venture  with 
lar  operator  Grupo 
cell  must  build  a  loi 
tance  network.  But 
not  a  big  worry  unt: 
when  the  Mexican 
opens    to  compe 
Right  now.  Sprint 
bigger  shoot-out  in 
da,  where  last  Au; 
bought  25%  of 
Enterprises  and  is  b 
AT&T  and  MCI,  along 
their  Canadian  parti 
in  the  newly  deregii 
market. 

The  only  Sprint  di 
that  is  likely  to  sit 
the  local-phone  ope: 
Serving  mostly  rur; 
as  of  Nevada,  North 
lina,  and  Florida,  S 
local  operation  h 
years  outperformedlol 
distance.  Last  year,  it  posted  opeytii 
income  of  $954  million  on  revenei 
$4.1  billion.  Its  low  costs  yield  opeiii: 
margins  in  the  8%-to-10%  range,H^ 
pared  with  about  4%  at  most  RBOCill 
Esrey  has  virtually  ruled  out  exp<isu 
once  Congress  passes  a  telephone  m 
ulation  bill.  He  figures  new  playe:.,  i 
eluding  cable-TV  operators,  will  rus  i: 
local  phone  markets. 

Besides,  it  isn't  through  local  W 
service  that  Esrey  can  make  Spbt 
top-tier  global  player.  When  the  cist 
idation  that's  starting  in  the  indui*} 
finished,  he  predicts,  "there  will  ofy  I 
two  to  five  global  telecom  eompdeJ 
And  Esrey  is  hoping  to  deal  himse  in 
that  group. 

By  Kevin  Kelly  in  Kansas  CityW^< 
with  bureau  reports 
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Solutions 


Business  Week  is  proud  to  present  an  on-the-road  series  of 
seminars  for  senior-level  executives  who  want  to  learn  how 
to  achieve  high  performance  by  linking  technology  to  their 
business  visions. 

The  1994  Business  Roundtables: 

Meeting  the  Business  Performance  Challenge 

This  engaging  series  brings  attendees  face-to-face  with  key  business 
leaders  and  political  figures  in  their  regions.  Learn  how  technology 
can  improve  company  performance  in  sales,  marketing,  finance, 
and  customer  management  and  how  specific  regional  factors  can 
influence  your  business  strategies.  The  roundtables  will  be  held 
at  the  following  locations  across  the  country: 


Detroit -September  19. 1994 

Omni  International  Hotel 
Featuring:  Mayor  Dennis  Archer 

Denver -September  21. 1994 

Loews  Giorgio  Hotel 

Featuring:  Mayor  Wellington  Webb 

Houston  -  September  23.1994 

The  Houstonian  Hotel 
Featuring:  Mayor  Bob  Lanier 

Boston  -  October  24.1994 

The  Copley  Pla&i 

Featuring:  Mayor  Thomas  Menino 


Don't  miss  this  opportunity  to  make  important  connections  with 
influential  executives  and  political  leaders  in  your  region,  while 
gaining  practical  solutions  to  today's  business  challenges. 


Philadelphia  -  October  26.1994 

The  Rittenhouse 

Featuring:  Mayor  Edward  Rendell 

Atlanta -October  28. 1994 

Stouffer  Waverly  Hotel 

Featuring:  Mayor  William  Campbell 

San  Diego -November  10. 1994 

La  Costa  Resort  &  Spa 
Featuring:  Mayor  Susan  Golding 


"bli 


Spr 


'egister  for  these  Business  Week  Roundtables,  call  the 
iness  Week  registrar:  for  Detroit.  Houston,  Philadelphia, 
'an  Diego  -  (800)  265-4314,  for  Denver,  Boston, 
Itlanta  -  (800)  265-4316;  fax  your  response  to 
2)  512-6281,  or  mail  this  coupon  to: 

i  McKenna 

siness  Week 

ecutive  Programs 

'1  Avenue  of  the  Americas,  36th  floor 

v  York,  NY  10020 
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The  Roundtable  I  wish  ro  attend  is  being  held  in:  (please  check  one) 

□  Atlanta  □  Boston  □  Denver  □  Detroit 

□  Houston  □  Philadelphia  □  San  Diego 
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Travel 


NOT-SO-FRIENDLY  SKIES 
FOR  FREQUENT  FLIERS 


erat 


emember  the  good  old 
days  when  even  your 
Aunt  Hattie  in  Ft. 
Lauderdale  could  boast  of 
earning  a  frequent-flier  ticket 
to  Poughkeepsie?  Well,  pack 
those  memories  away  with 
other  relics  of  the  1980s  such 
as  LBOs,  yuppies,  and  Ronald 
Reagan.  For  many  infrequent 
air  travelers,  the  '90s  have 
definitely  crashed  the  party. 
And  that  giant  sucking  sound 
they  hear  is  the  value  of  tens 
of  millions  of  frequent-flier 
miles  slowly  deflating  out  of 
their  once-rich  accounts. 

Don't  laugh.  Beginning  next 
year,  most  major  carriers,  in- 
cluding United,  American,  and 
Continental,  will  increase  the 
mileage  needed  for  a  free  do- 
mestic ticket  by  25%,  or  5,000 
miles.  Others,  such  as  Delta 
and  Northwest,  are  dramati- 
cally reducing  the  minimum 
miles  they  credit  for  flights- 


making  it  more  difficult  to 
reach  award  levels.  And  some 
are  even  reducing  or  restrict- 
ing mileage  earned  on  foreign 
partners.  The  bottom  line:  It 
will  take  more  flights  or 
spending  with  airline-affiliated 
credit  cards  or-  rental  car  com- 
panies for  most  fliers  to  earn 
that  coveted  freebie. 
GOOD  RIDDANCE.  In  fact,  it's 
nearing  the  point  where  mem- 
bership in  frequent-flier  pro- 
grams—a symbol  of  the  egali- 
tarianism  spawned  by  airline 
deregulation— seems  hardly 
worth  the  bother  for  many 
travelers.  That  shouldn't  sad- 
den the  airlines,  who  find  it 
costly  to  maintain  hundreds 
of  thousands  of  accounts  that 
will  never  grow  enough  to  re- 
deem even  a  first-class  up- 
grade. "These  programs  will 
return  to  awarding  free  trav- 
el to  the  very  frequent  flier, 
while  the  rest  of  us  will  be 


left  to  fight  over  big  discount 
airfares,"  says  John  Holland, 
publisher  of  The  Business  Fly- 
er newsletter. 

That's  a  dramatic  turnabout 
from  the  up-up-and-away  '80s, 
when  fare  wars,  triple  mile- 
age promotions,  and  liberal 
award  charts  helped  bring 


It's  going  to  be 
tougher  to  reach 
award  levels,  but 
there  are  end  runs 


even  grandma  and  the  kids 
into  the  flier-plan  fold.  For  ex- 
ample, a  marathon  weekend 
trip  recounted  in  these  pages 
in  1988-in  which  I  spent  $319 
roundtrip  to  jet  between  Chi- 
cago-Atlanta-Birmingham-At- 
lanta-New Orleans-Houston- 


Dallas  in  a  single  da 
then  groggily  flew  the  r< 
itinerary  on  the  next- 
me  three  free  tickets,  t 
to  triple  mileage  and  a 
tive  segment  promoth 
the  joint  OnePass  progr 
Continental  Airlines  anc 
defunct  Eastern  Airline 

That  same  trip  tod 
my  older  and  somewhat 
body  could  stand  the 
would  cost  a  third  mor< 
net  less  than  a  quarter 
mileage.  And  the  pent 
isn't  about  to  swing 
"This  is  essentially  a  pr 
crease   on  something 
hasn't  had  a  price  incm 
years,"  says  usAir  Mar 
Services  Director  Don 
To  soften  the  blow  "the 
many  more  ways  tod 
build  mileage  in  yoi 
count,"  he  notes. 

Unfortunately,  even 
tively  small  hikes  in  rei 


post. 
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ge   can    knock  many 
i-seekers  out  of  the 
The  5,000-mile  increase 
domestic  ticket  at  usAir 
3  that  a  short-haul  trav- 
/ould  have  to  fly  up  to 
1  tra  flights  to  earn  the 
I  award  next  year.  The 
flight  burden  is  even 
'  ;r  if  you're  working  to- 
free  travel  to  Europe, 
at  United  Airlines  is 
ig  10,000  miles  per  tick- 
e  equivalent  of  about  20 
segments  between  Chi- 
ind  Pittsburgh  or  $193  a 
in  additional  United 
:ard  charges  for  an  en- 
:ar.  Even  Delta  Airlines' 
am,  which  is  cutting 
?e    requirements  for 
members,  will  hike  by 
le  mileage  its  heavy-fly- 
edallion  members  must 
in  for  domestic  trips. 
MILEAGE.  Rather  than 
eting  that  the  changes 
ake  it  more  difficult  for 
li  uent  fliers  to  leave  the 
d  gratis,  the  carriers 
iwelled  on  the  declines 
uired  mileage  for  some 
ass  travel,  fewer  black- 
ites,  or  improved  ser- 
:or  premium  fliers  (gen- 
those  who  earn  at  least 
t  air  miles  annually). 

little  solace  if  you're 
to  scoring  a  free  flight 
the   current  award 
ale    and    now  must 
ble  to  top  off  your  ac- 
before  the  increases 
a.  Luckily,  if  you  need 
i  few  hundred  miles, 
ltj(  are  opportunities  for  a 
boost.  American  Air- 
md  Delta,  for  example, 
t  minimum  of  300  miles 
l  order  at  least  $30 
of  flowers  from  FTD  or 
ower  Club,  respectively, 
>jj  one.  And  Continental's 
mniversary  promotion, 
a  60%  bonus  for  actual 
flown  Aug.  10  to  Oct. 
help  many  fliers  over 
P- 

ou  need  500  to  1,000  ex- 
les,  check  out  the  dou- 
leage  hotel  promotions 
on  your  airline's  quar- 
lewsletter  or  those  ren- 
coupons  that  are  stuck 
r  flier  statement  packet. 
?  a  Hawaiian  vacation 
ummer,  New  York  au- 


thor Ernest  Lieberman  rented 
a  car  from  Alamo  Rent-A-Car 
simply  because  the  company 
offered  a  bonus  of  1,000  miles 
in  American's  flier  plan— put- 
ting him  just  over  the  20,000- 
mile  threshold  to  claim  a  free 
domestic  ticket.  "I  made  a 
point  of  beating  the  increase," 
says  Lieberman. 

If  you  require  considerably 
more  miles,  consider  switch- 
ing your  long-distance  service 
to  a  carrier  allied  with  your 
flier  program.  Signing  on  with 
MCI  Communications,  for  one, 
gives  Northwest  plan  mem- 
bers up  to  2,000  miles.  And  if 
you're  really  desperate— and 


airlines  such  as  American,  you 
can  redeem  your  miles  for  an 
award  coupon.  Then,  you 
have  up  to  a  year  to  ex- 
change the  coupon  for  a  tick- 
et—and up  to  another  year  to 
use  the  ticket.  And  you  usual- 
ly can  change  the  travel  dates 
and  city  on  the  ticket  for  a 
$25  to  $50  fee. 

If  you  can't  earn  extra 
miles  and  don't  want  to  re- 
deem now,  you  can  always  sit 
on  the  miles  you  have  and 
simply  settle  for  a  less  pricey 
award  destination  later.  If  you 
currently  have  80,000  miles  in 
your  United  account,  for  ex- 
ample, you  can  request  two 


rentals  at  National  Car  Ren- 
tal. And  members  of  Ameri- 
can Express'  Membership 
Miles  who  link  their  USAir  fli- 
er account  to  the  card  pro- 
gram through  early  Novem- 
ber will  receive  a  $99 
companion  ticket  on  USAir. 
IN  THE  loop?  But  don't  ex- 
pect to  keep  receiving  word 
of  such  goodies  if  you  let  your 
account  lie  dormant.  Many 
carriers  only  include  details 
of  promotions  in  their  period- 
ic mileage  activity  statements. 
So  if  you  don't  accrue  mile- 
age for  an  extended  period, 
you  won't  receive  a  statement 
or  learn  of  these  specials. 


FREQUENT  FLIERS  FACE  SOME  DEADLINES 


Airline 

Change 

Effective  date 

UNITED 

Ending  liberal  award  schedule  for  "original  program  miles," 
earned  before  July  1 ,  1 989 

Raising  mileage  for  free  domestic  and  Hawaii  travel  by 
5,000;  boosting  mileage  for  coach  seats  to  Europe  by  25% 

Dec.  15, 1994 
Feb.  1, 1995 

USAIR 

Raising  mileage  needed  for  free  domestic  ticket  by  5,000 
miles,  to  25,000 

Jon.  1,1995 

TWA 

Ending  the  earning  of  American  AAdvantage  miles  for 
flights  taken  on  TWA 

Jan.  1,1995 

ALASKA 

Raising  mileage  needed  for  free  domestic  ticket  by  5,000 
miles,  to  20,000 

Feb.  1,1995 

AMERICAN 

Raising  mileage  needed  for  free  domestic  ticket  by  5,000 
miles,  to  25,000  miles 

Feb.  1, 1995 

Increasing  mileage  needed  for  Hawaii  coach  award  by  Apr.  1,  1995 

5,000  miles;  reducing  mileage  for  pair  of  nondomestic 
first-class  tickets 


CONTINENTAL 
DELTA 


Boosting  mileage  needed  for  two  domestic  coach  tickets 
by  43%,  or  1 5,000  miles 


Reducing  mileage  needed  for  free  domestic  ticket  by 
5,000  miles,  to  25,000,  but  slashing  minimum  mileage 
earned  per  flight  by  50%,  to  500 


Feb.  1,1995 
May  1,  1995 


DATA:  AIRLINES,  BUSINESS  WEEK 


willing  to  stomach  its  hefty 
$80  fee— applying  for  a  Din- 
er's Club  International  card 
can  yield  up  to  10,000  flier 
miles  that  can  be  applied  to 
any  of  14  carriers.  Whatever 
you  do,  don't  dally,  since  it 
can  take  up  to  eight  weeks 
for  partner  credits  to  show 
up  in  your  account. 

Have  enough  miles  under 
the  current  award  schedule 
but  don't  know  yet  when  you 
would  like  to  take  a  trip?  On 


free  coach  tickets  to  Europe. 
That  award  jumps  to  100,000 
miles  after  Feb.  1.  So  you 
could  still  claim  two  tickets 
to  Hawaii  or  the  Caribbean 
for  70,000  miles. 

There  are  benefits  to  join- 
ing flier  plans  even  when  you 
know  there's  little  chance 
you'll  log  enough  miles  to 
earn  free  travel.  Continental 
recently  sent  its  program 
members  coupons  good  for 
10%  off  weekend  or  weekly 


In  fact,  occasional  fliers 
would  do  well  to  focus  more 
closely  on  the  industry's  peri- 
odic discount  fare  sales,  such 
as  the  fall  travel  promotion 
on  sale  through  Aug.  31,  or 
on  everyday-low-fare  carriers 
like  Southwest  Airlines.  Those 
may  bring  the  biggest  payoff 
for  modest  travelers  now  that 
the  airlines  seem  intent  on 
making  their  frequent-flier 
programs  live  up  to  their 
names.  Jim  Ellis 
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ersonal  Business 


Smart  Money 

CDs  THAT 
TRY  A  LITTLE 
HARDER 


a: 


lthough  bank  certifi- 
cate of  deposit  yields 
have  edged  up  a  bit 
this  year,  their  3.5%  average 
has  not  kept  pace  with  the 
rise  in  short-term  interest 
rates.  Yet  millions  of  risk- 
averse  savers  are  still  drawn 
to  conventional  CDs  for  their 
safety  and  relative  li- 
quidity. Well,  what  if 
you  could  essentially 
have  those  features  in  a 
product  that  moves 
more  in  tandem  with 
interest  rates?  A  switch 
might  be  tempting. 

Banks  are  providing 
some  alternatives.  Many 
offer  "bump-up"  CDs— in- 
sured by  the  Federal 
Deposit  Insurance  Corp. 
for  up  to  $100,000- 
whose  rates  rise  at  least 
once  during  the  term  of 
the  deposit.  For  exam- 
ple, Bank  Leumi  Trust 
in  New  York  has  created 
the  Triple  Choice  Time 
Deposit,  currently  pay- 
ing 4.75%.  Unlike  a  tra- 
ditional CD,  which  locks 
in  whatever  sum  you 
put  in  at  a  fixed  rate  for  the 
full  term,  this  two-year  CD 
lets  you  bump  up  the  inter- 
est once  to  a  higher  market 
rate.  Once  during  the  two 
years,  you  can  also  withdraw 
50%  of  the  balance  without 
penalty,  and  you  can  add  up 
to  100%  of  your  initial  depos- 
it whenever  you  like. 
QUICK  RESPONSE.  First  Finan- 
cial Bank  in  Milwaukee  has 
a  similar  254-year  CD  that 
starts  out  paying  5.35%  a 
year  and  jumps  0.75%  every 
six  months.  At  each  increase 
you  can  add  or  withdraw 
money  from  the  account 
.without  penalty.  First  Nation- 
al Bank  of  Omaha  offers  a 
two-tiered,  20-month  CD  that 
resets  from  5.5%  to  7%  after 
10  months  for  a  yield  of 
6.57%.  A  more  liquid  option 


is  the  Insured  Plus  Account 
offered  by  asset  manager 
Calvert  Group  in  Bethesda, 
Md.  (800  368-2748).  The  ac- 
count is  cobbled  together 
from  three  separate  banks, 
so  you  can  be  insured  for  up 
to  $300,000.  But  Calvert  pro- 
vides you  with  one  consoli- 
dated statement.  Tied  to  90- 
day  Treasuries,  the  interest 
rate,  currently  at  4.34%,  is 
adjusted  weekly,  so  you  get  a 
fairly  quick  benefit  from  any 
rate  hikes.  In  addition,  you're 
allowed  six  withdrawals  a 
month  and  can  get  them  by 
telephone,  check  ($2  each), 
mail,  or  wire,  says  David 


notes.  Also  like  T-bills,  notes 
issued  by  the  Farm  Credit 
Bureau,  Federal  Home  Loan 
Bank,  and  Sallie  Mae  are  ex- 
empt from  state  and  local 
taxes. 

If  you  need  to  set  aside 
money  for  a  downpayment  or 
have  a  bond  that  just  ma- 
tured and  want  to  park  the 
money  for  just  a  few  days  or 
weeks,  you  can  buy  short- 
term  Federal  Agency  Dis- 
count Notes  through  brokers 
on  the  secondary  market.  But 
not  all  discount  notes  come 
in  small  denominations.  For 
instance,  you  can  buy  Farm 
Credit  notes  in  $5,000  lots, 


ALTERNATIVE  PARKING  PLACES  FOR  YOUR  CASH 


Nome/Company 

Product 

Rate* 

TRIPLE  CHOICE 
TIME  DEPOSIT 

Bank  Leumi 

A  two-year  CD  that  lets  you  add  or 
withdraw  some  percentage  of  your 
initial  deposit,  and  reset  the  rate  once 

4.75% 

INSURED  PLUS 
ACCOUNT 

Calvert  Group 

A  liquid  account  that  insures  up  to 
$300,000,  resets  to  three-month 
T-bill 

4.34% 

FEDERAL  AGENCY 
DISCOUNT  NOTES 

Various  brokers 
and  banks 

Short-term  notes  issued  by 
government  agencies  such  as 
Sallie  Mae  that  look  and  act  like 
Treasuries  but  pay  more 

30-50 

points 

over 

T-bill 

PRIME  RATE 
FUNDS 

Five  mutual 
fund  companies 
•As  of  8/22/94 


Invest  in  senior  corporate  bank 
debt  that  adjusts  along  with  prime. 
No  interest-rate  risk,  but  significant 
credit  risk 


6.12% 


DATA:  BUSINESS  WEEK 


prime-rate  funds  has 
6.12%.  Because  they  inv<' 
loans  that  banks  mail 
companies,  sometimes  h 
leveraged  ones,  they  do 
credit  risk— and  can't  be 
pared   with   CDs  wh<| 
comes  to  safety.  "Jus 
cause  these  aren't  specu 
loans,   doesn't  mean 
don't  turn  out  that  way,' 
Michael  Lipper,  presidt 
fund  watcher  Lipper  A 
ical  Services.  But  since 
funds  adjust  to  rising 
there  is  almost  no  pr 
interest-rate  risk. 

SAFETY  IN  NUMBERS.  Tin 

est,  and  perhaps  safe 
the  funds  is  Van 
en  Merritt  Prime 
Income  Trust  (801 
kamp),   whose  d 
rate  has  been  at 
1.8%  of  the  por 
says  manager  Jeff 
let.  Some  features 
terbalance  that  risl 
loans  are  senior 
which  is  paid  off  fi 
case  of  trouble.  Ai 
fund      is  diver 
throughout  many 
and  19  industries, 
is  a  very  consen 
investment,"  says 
let.  The  Income 
has  delivered  21. 
6.52%  a  year 
its  31/2-year 


•i' 


Rieben,  director  of  national 
sales.  You  need  a  minimum 
of  $1,000  to  open  an  account. 

Another  convenient  place 
to  put  your  cash  is  in  Feder- 
al Agency  Discount  Notes, 
available  through  a  limited 
number  of  major  brokers  and 
banks.  Though  not  FDIC-in- 
sured,  these  short-term  notes 
are  issued  and  backed  by 
government  agencies  such  as 
Fannie  Mae  and  Freddie 
Mac.  They  usually  mature  in 
90  days  or  less  and  look  and 
act  just  like  comparable- 
length  Treasuries  except  that 
at  4.75%  to  4.80%,  they  re- 
turn 0.3%  to  0.5%  more. 
"They're  very  liquid  and  offer 
almost  the  same  safety  as 
Treasuries,"  says  Doug  McAl- 
lister, a  first  vice-president 
at  Prudential,  which  sells  the 


but  Home  Loan 
notes  require  a 
minimum  of 
$100,000.  In  addi- 
tion, Sallie  Mae 
issues  six-month 
floating-rate  se- 
curities that  are 
indexed  to  three- 
month  Treasuries 
and  hence  are  ad- 
justed    to  new 
rates  each  week. 

For  the  slightly  more 
adventurous,  there  is  a 
quirky  breed  of  mutual 
fund  linked  to  the  prime 
rate  that  is  being  target- 
ed to  CD  holders.  Former- 
ly available  only  to  insti- 
tutional investors,  five 
funds  now  sell  to  individu- 
als. For  the  past  year,  the 
average  total  return  for 
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ed  less  tha 
from  $9.<| 
$10.07. 
A  hybrid| 

open-  and  a 
end  mutual) 
shares  can 
deemed  only  at  qu<| 
tender  offers,  and  thi 
back-end  load  of  Scl 
diminishes  over  fivel 
So  far,  these  fund;!j 
offered  decent  r| 
with  low  risk.  And  ill 
continue  to  rise,  th  hi 
struments  that  floaivi 
them  can  help  keep  Jffj 
above  water.  Pah 


PERSONAll 


aveling  on  a  bicycle  is 
;reat  fun.  Traveling 
vith  a  bicycle  is  a  great 
;adache.  Lugging  it  on 
means  roof  racks,  bird 
ings,  and  spattered 
[f  your  plans  include  fly- 
>u  haul  the  two-wheeler 
airport,  struggle  to  dis- 
ble  it  in  the  terminal, 
le  pieces  in  a  cardboard 


Leisure 


GOOD  BIKES  NOW  COME 
IN  SMALL  PACKAGES 


A  folding  bike  is  a  good 
choice  even  for  the  nontravel- 
er.  When  living  space  is 
tight— especially  in  an 
apartment— being 
able  to  stow  a  bicycle 
under  a  bed  or  in  a 
closet  keeps  it  from 
becoming  part  of  the 
decor. 

RIGID  FRAME.  Folding 
bikes  have  actually 
been  around  for  a 
long  time  but  have 
not  been  considered 


id  pay  at  least  an 
•s"j  $45  each  way  for 
easure.  Hardly  a 
3  begin  a  cycling 
;ure. 

setter  idea  might 
)ring  along  one  of 
;w  generation  of 
)le  bikes.  Using 
eight  materials 
igh-tech  compo- 
they're  designed 
into  compact  units  that 
fit  in  a  car's  trunk, 
have  hard-shell  travel 
that  most  airlines  will 
as  no-charge  baggage. 


When  you're  ready  to  ride, 
swing  the  front  fork  into  posi- 
tion, lock  the  quick-release 
levers,  pop  on  the  front 
wheel,  and  off  you  go. 

Montague's  Biframe  Model 
949  mountain  bike  ($699) 
comes  with  lightweight  com- 
ponents, including  a  slick-shift- 
ing Shimano  Alivio  21-speed 
gear  set.  It  delivers  a  smooth 
ride,  tight  handling,  and  good 
balance.  The  frame  is  surpris- 
ingly rigid  considering  that  it 
folds.  The  bike  is  both  heavi- 
er, at  30  pounds,  and 
pricier  than  competitive 
fixed-frame  models.  On 
an  afternoon  of  biking 
on  asphalt,  dirt,  and 
some  serious  trails  in 

MONTAGUE'S  949 
BIFRAME  MOUNTAIN  BIKE 
FOLDS  UP  IN  ONLY  FOUR 
STEPS.  IT  PROVED  UP  TO 
THE  RIGORS  OF  TRAIL 
RIDING 


Worth  Noting 


er  hurry.  Need  a  copy 
J  revious  year's  tax  re- 
¥bu  can  receive  one  by 
ting  Form  4506  to  the 
il  Revenue  Service.  But 
it  soon.  As  of  Oct.  1, 
IS  will  increase  the 
from  $4.25  to  $14. 
temps.  Temp  jobs  have 
i  long  way,  baby.  Com- 
now  call  on  people 
xecutive  experience  for 
erm  or  seasonal  man- 
nt  positions.  Directory 
'Mtive  Temporary  Place- 
?irms  can  help  you  find 
>pportunities.  The  35- 
ruide  ($19  plus  $4  for 
/  l)  lists  more  than  200 
:   ndexed  by  location  and 
ty.  Call  800  531-0007. 


serious  riding  machines 
because  of  their  small 
wheels  and  wobbly 
frames  and  because  of 
the  limited  number  of 
dealerships  for  sales  and 
service.  Many  cyclists 
complained  that  the 
portable  models  simply 
didn't  look  or  ride  like 
"real"  bikes. 

Montague  Corp.  in 
Cambridge,  Mass.  (617  491- 
7200)  is  one  bike  builder 
that's  out  to  change  that  per- 
ception. It  sells  a  full  line  of 
folding  city,  mountain,  and 
tandem  bicycles,  priced  from 
$459  to  $1,995.  Each  uses  a 
"chromoly"  steel  alloy  frame, 
designed  with  two  concentric 
seat  tubes  that  provide  a  piv- 
ot point  for  the  bike's  front 
half,  including  the  handlebars 
and  front-wheel-fork  assem- 
bly, to  be  unlocked  and  folded 
against  the  rear  half  of  the 
bike.  The  design  doesn't  af- 
fect the  mechanics  of  the 
brakes,  gears,  or  drive  chain. 


For  the  cyclist  who  wants 
full  suspension  in  a  super- 
lightweight,  custom-built  road 
or  mountain  bike,  consider 
Alex  Moulton  bicycles.  These 
top-end  models  roll  on  20-inch 
wheels,  are  priced  from 
$1,299,  and  are  distributed  by 
Angletech  in  Woodland  Park, 
Colo.  (800  793-3038). 

Another  made-to-measure 
folder  that  uses  the  midsize 
20-inch  wheel  is  the  Bike  Fri- 
day. The  distributor,  Green 
Gear  Cycling  in  Eugene,  Ore., 
(800  777-0258)  builds  three  dif- 
ferent bike  types— touring, 
mountain,  and  road  racing. 
Each  bicycle  is  offered  with 
a  clever  travel  suitcase  that 
becomes  a  rolling  trailer  for 
your  personal  gear  after  the 
bike  is  assembled  and  ready 
to  ride.  The  line  starts  at 
$995,  with  the  trailers  a  $300 
option. 

rear  suspension.  Another 
choice  is  the  Brompton,  a 
more  traditional  British  fold- 
ing bike.  It  uses  smaller  16- 
inch  wheels  and  three-  or  five- 
speed  gearing.  The  cycle 
features  rear  suspension, 
chrome  fenders,  and  luggage 
racks.  The  lightweight  bike  is 
best  suited  for  street 
riding  and  sells  for  $740. 
Contact  Linear  Manufac- 
turing, the  U.  S.  distrib- 
utor in  Guttenberg, 
Iowa,  (319  252-1637). 

As  more  people 
choose  two  wheels  for 
their  daily  commutes, 
recreation,  and  exercise, 
they  should  know  that 
a  bike  can  now  offer  a 


New  Jersey's  South 
Mountain  Reservation, 
the  949  proved  to  be 
a  quick  and  capable 
machine. 

Montague  bikes  use 
conventional,  high- 
quality  components 
and  standard  26-inch 
wheels,  so  parts  and 
service  should  not  be 
a  problem  even  if 
you're  on  a  vacation  far  from 
home.  Montague  also  custom 
builds  a  folding  mountain  bike 
for  BMW,  which  is  sold 
through  that  carmaker's  deal- 
er network. 


good  ride  in  a  portable  de- 
sign. The  incredible  folding 
bike  is  also  guaranteed  to 
turn  heads  when  you  take  it 
out  of  a  case,  put  it  together, 
and  ride  it  away.    Tom  Reed 
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FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
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Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  63 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  tree,  two 

FREE  cassettes  will  explain  how  you  can  start  sev- 

CBSI 486  Computer  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  anJ  still  retain  the  security  of  your  present  position.  It  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  


Computer  Software 


INCREASED  PROFITS 

Simplify  your  bookkeeping  and  increase  productivity  with 
leading  business  management  and  accounting  software 
system.  Installed  in  your  business  for  as  little  as  $400. 

Call  for  free  demo. 
^  BusinessVision 

2963  Gtilf  to  Bay  Boulevard,  Suite  255,  Clearwater,  Ft  34619 
(800)  742-8188  Ext.  21 


Telecommunications 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

Programmed  to 
OnlV  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Buildings/Structures 


SAVE  UP  10  45'/. 


Buy  Factory  Direct.  Build  it  yourself! 

20  x  32  •  25  x  48 
35  *  56  •  50*124 

800  888  46061= 


Computer  Equipment 


PLUG  IN  YOUR  PC 
NO  MATTER  WHERE 
YOU  TRAVEL 


RECHARGE  YOUR  PC  BATTERIES 
& 

SEND 


EVEN  IF  YOU'RE  IN  RUSSIA 

•  FORE  IGN  ELECTRICAL  OUTLET 
ADAPTERS  TO  FIT  YOUR  CHARGER 

•  FOREIGN  PHONE  JACK  ADAPTERS  TO 
F  IT  YOUR  MODEM 


IMSTAR  ENTERPRISES 
FOR  ADDITIONAL  INFORMATIONS 
FREE  BROCHURE  CALL 

1-800-676-7642 


Oftice  Supplies/Equipment 


America's  Lowest  Priced  ^IQIJSMMJ; 
Office  Supplies  Direct  to  You"  "SmpfflF' 


BOSTITCH 


Full  Strip  Stapler 
•Black 

#B440BK  J  EA 


Round  Stic 
Uallpoint  Pen 
•Black 
#GSM11BLK 

82C 

DZ 


BANKERS  BOX 


l^al/Letter 
Storage 
Box 

#703 

85C 

BX/12 


#1  Paper  \\ 
Clips  \ 

#72380 

88C 


BX/1000 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same-day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  il  ...or  5%  back  onyour  purchase!  Call  for  details 
and  your  free  catalog.  1-800-962-9162 

Act  Code  0085 


Business  Opportunities 


Office  Suite  in 

China 

Total  $10,000  to  own 
a  business  suite 
with  services 

•  Secretarial  services  all 
year  round 

•  5  day  free  hotel 
accommodation  per  year 

•  Full  Service  Business 
Center 

Limited  Offer 
for  free  brochure 

1-800/356-6110 

Fax  800/616-6636 

Join  our  group 

business 
tour  to  China 

October  23,  1994 
to 

October  31,  1994 


Business  Opportunities 


HAVE  A  GREAT  IDEA, 
BUT  NO  MONEY? 
Venture  Capital  Sources 
Seed  Money  •  Start-up  • 
Expansion  •  Development 
Phone  903/759-9295  Fax  903/297-8243 
or  write  to: 
P.O.  Box  150411 
Longview,  TX  75615-0411 


ATTENTION  !  !  ! 


You  can  own  part  of  a  SMR 
telecommunications  west  coast 
network  presently  under 
construction  in 
CA,  NV,  OR,  &  WA 

$10,000  risk  capital  required. 

IRA  &  Serf-directed  pension  plan 
qualified.  For  more  Information  call: 

1 -800-723-1338 


Telecommunications 


Attention  Int'l  Businessmen 
and  Travelers! 

SAVE  UP  TO  60%  ON 
TELEPHONE  CALLS  FROM 
OVERSEAS  LOCATIONS 

Use  the  Logos  Callback  from 
Logotromx  Communications  to:  Be 
billed  at  low  U  S.  rates  rather  than 
expensive  foreign  rates  when  calling 
from  overseas.  Have  your  calls  billed 
to  your  home  or  office  in  the  U.S.A. 
Avoid  hotel  surcharges  and  the  use  of 
expensive  calling  cards  The  Logos 
Callback  unit  is  easy  to  install  in  your 
home  or  office  It  pays  for  itself  in 
2-3  months. 

For  more  information  call 
Phillip  Chapman  303/721-0800 


Publishing 


QUALITY  PUBLISHIr-, 


Publisher  with  oyer  30  ^ 
experience  will  print 
publish  your  promoti 
books,  manuals,  directc 
company  histories.  I 
efficient,  state-of-thc 
production  and  desigrj 
FREE  estimates.  We'll  | 
build  your  image,  create 
quality1,  effective  booksj 
Carljon  Press 

Dept  BWI.  fi'W.  32  St.',  NY,  NyI 


fall 
lljivil 

m 


KID 


Telecommunicate 


Travel  Abroad  with  a  PC  &  fax/ 


Recognize  this  problei 


TeleAdapl 


t&cc 


faxn  onpwhere  m  the  woHd 
Contact  us  now 

information! 
USA  Tci:  408  370-SIOS 

Fax:  408  370-SI  10 
CompuServe  ID:  72623.706 
UK  Tel:  +44  (0)81  421  4444 


Wholesale  Long  Distl 

Domestic  $.08  to  $.16  perl 
800  rates  $.08  to  $.17  perl 

Flat  Int'l  Rates  24  il 
U.K.  S.38/min,  Japan  $.58| 
Hng  Kg  $.63/min,  Frnc  $.5I[ 
Call  800/800-3773  i 


Computer  Equipme 


HEWLET  T-PACKA 
Buy-SaH-Tnde 

LaserJet  ColorPrl 
DeskJet  Draft  Pi 

RuggedWrtter  Draft/M. 
Electrostatic  Plotters  Design. 
HP  9000  Workstations  and  Vectras  also  < 
Ted  Dasher  &  Associa 

4117  Second  Av*  .  S.  Birmingham.  AL 
Phone:  205/591-4747  Fai:  205/591 
oXMro3S-4833 


Business  Services  *» 


REENGINEERING  MFTHODOLC 


Morgan  Alberti,  a  leading  management  con 
specializing  in  large  business  process  rei 
projects,  offers  their  complete  methoi 
effective  and  successful  project  manag 
$39  95  This  tool  is  a  must  for  recngmt 
Please  send  check  lo  Morgan.  Alberti  Ass 
N  Broadway,  Dept  K252,  White  Plains.  NV 


m 
m 


RESEARCH  REPORT 

19,850  academic  topics  availiP 
Send  $2  00  for  the  290-page  catrj 
Custom-written  reportsalso  avails 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF;J 
Los  Angeles.  CA  90025  I 
Toll  Free  Hotline:  800-351  -Ci 
(California  31 0-477-8226U 


>R  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
AX:  (312)  337-5633  OR  WRITE 


BUSINESS 


WEEK 


^    I  j  t 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061  1 


\  latalogs/Marketing 


our  Products  &  Videos 
:to  millions  of  mail 

order  catalogs! 

commissioned  manufacturer's 
n  specializing  in  selling  to  this 
iwing  market.  Please  call: 
rect  to  Catalogs,  Inc. 
)  Coffman  Farms  Road 
redysville,  MD  21756 
301/432-4410 


ucation/lnstruction 


LLEGE*  DEGREE 

•hance  your  career  potential! 

(our  no-classroom,  fully-accredited  degree  in 
iss,  Nursing,  or  Liberal  Arts  using  Moore's 
ihilly  refined  study  program  •  Earn  credits 
iur  degree  (rom  The  University  ol  the  State  ol 
k/Regents  College  •  With  our  materials  you 
le  the  necessary  exams  with  confidence  and 
( •  Apply  for  our  interest-free  financing 


at— 


ielmonl  Blvd.,  Nashville,  TN,  17112-6006 
M)3S3-5633  •  MX  !6l$)3S3-6559 
1-800-737-2222 


by  Distance  Learning 

ichelc's  degree  required. 
British  university 

?rt  by  The  Economist  Intelligence 
I  as  one  ol  the  world  s  best  MBAs, 
IOT-WATT  UNIVERSITY 

North  American  Distributor 

ittuck. Suite  2,  Berkeley  CA  94709 
-800-MBA-0707,  Ext.  20 


COLLEGE  DEGREE  AT  HOME 


CHADWICK 


UNIVERSITY 


I.B.A.  in  Business 
invironmental  Studies 
Management/ 
nenlal  Studies 
d  for  tuition  wo*,,, 
;ement  by  major  companies, 
e  catalogue  call  1-800-767-CHAD. 


ACCREDITED  MEMBER 


versity  Degrees 


1  Paced     Home  Study 
I  te  Bachelor  Master  Doctor 

5  Admin,  Psychology.  Finance, 
jmt,  Law,  Paralegal,  -g^ 
mess,  Health  Care, 
Resources  Admin.  (| 
I  177-2254  (24  hrs)  V«S^ 
n  California  Unlver 
Professional  Studies 
hion-BW,  Tustin,  CA  92680 


is 


iiam 

:ternal  degrees 

BA/BS  MS/MBA  PhD/JD 
'it  for  work./ltfe  exp  •  Accredited 
I  j  (800)  444-8569  (24  hrs.) 

y  .aSalle  University 

•  ■  569  Mandeville,  LA  70470-4000 


Business  Services 


The  Elephant  Secretary 

remembers  all  your  important  dates, 
selects  amazingly  appropriate  cards, 
stamps  &  addresses  them  in  your  own 
handwriting,  &  gets  'em  there  on  time. 
We  do  alTthe  work  &  you're  a  hero! 
How  do  we  do  it?  call  24  hours: 

1-S00-7-ELEPWANT 


Corporate  Gifts 


A  Tour  of  Califoi 

MM 


Delivered  To  Your  Door 


Take  a  monthly  e 
"Wine  Country," 


"i  to  the 
/e  2  bottles 


of  premium  "limited  availability" 
wines  from  one  of  California's 
'undiscovered'  wineries,  plus  exclu 
sive  newsletter  Quantity  orders  at 
discount.  Gift  subscriptions  Only 
S26  50/mo.  delivered  to  you 


1800  858  WINE 

(946  3) 

lEx  Visa   MC   Discover  •  Call  24  hour< 


Art/Collectibles 


GALERIE  D'  SPORT 
Presenting  Wearable 
Sports  Fine  Art 

Fine  clothing  for  people  who  love  the  game 
T-shirts,  Sweatshirts  &  Jackets  of  the  highest 
quality  depicting  visions  of  sport  by  some  of 
the  most  respected  artists  in  the  country. 

For  Free  catalog  call 
Galerie  d'  Sport  1-800/299-3399 
Fax:  714/457-9106 


Investment  Services 


Correction  Done 
Interest  Rates 
at  their  Peak? 

Read  the 
Aggressive  Investor 
to  find  out. 


Three  months 
One  year 


$  55 
$195 


The  Aggressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Corporate  Gifts 


Ambassador  Lapel  Flags" 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Mtlford,     CT    06776.     U  S  A 
(800)  535-5255  •  Fax  (203)  354-2786 


SOUR 
CALCULATORS 


1-800-936-5646 

IG&OGEAR 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


Fashionable  Sun  Protection 

Our  Deluxe  100%  Soft  Wool  Felt  Outback  hat  with  leather 
band  and  3"  brim.  In  khaki  or  chocolate.  $39-95 
Other  Styles 
Available 


800-936-5646 


Hartford  York  ltd. 

BURLINGAME.  CALIFORNIA 


irsmuBmL 


'  Display  it  with  style"  Your  return  address  on  a 

 — '  self-inked  stamper-together  with  a  classy 

graphic  depicting  youf  particular  area  of  interest 
Wide  selection  available,  from  Sports  to  Business,  to  Arts  and 
Entertainment  To  order  please  send  $8.50  plus  $2  50  (S&H).  together  with  youi 

&aV&.address  and  a,ea  of  in,ere5t  to  LANDMARK  GRAPHICS 

 Dept  5G -2906  12th  Street  /  Brighton  Beach  NV  1 1235 


Corporate  Gifts 


^catljcr  Specialties 

Custom  Leather  Accessories  for  Golf, 
Fund-Raisers  and  Corporate  Outings 
Call  for  Brochure:  1-800-476-7654 
Fax:  (610)  668-9545 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  qualit 
Send  for  FREE 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  M  Hingharo,  MA  02043 


Health/Fitness 


Businessman's  Pedometer 

(Ultra  Small  Step  Counters) 
Doubles  as  a  Tie-Clasp 

Wear  on  a  necktie  I 
$39.95  Plus  $3.00  S/H 
Send  Check  or  M  O.  to  : 
BITS,   P.O.  Box  1331, 
Brentwood,  TN  37024 

Corporate  Gifts 

CELEBRATE 

AN  ANNIVERSARY 

COMMEMORATE 

A  TOURNAMENT 

RECOGNIZE 

A  CONTRIBUTION 

CUSTOM  MADE 

mS-/S0mn 
SCARVEjr-IOIImn 
CRESTS  i?im 


nn 


NECKWEAR 
Stamtord,  CT 

(800)  252-5966 
ft  IJCJ)J^2-4142,  FAX:  (203)  329-7849 
CALL  FOR  INFORMATION 


capability: executive  programs 


0 


TEC 


RIDE  THI 


Corporate  sponsors: 

AT&T  Network  Systems 
Ernst  &  Young 
Oracle  Corporation 
Vanstar  Corporation 


The  Information  Revolution 

The  Technology/Business  Interface 

Date:  Monday  and  Tuesday,  October  31  -  November  1,  1994 
Place:  McGraw-Hill  World  Headquarters,  New  York  City 


BOLD  ADVANCEMENTS  in  com- 
puter and  communications  technologies 
are  fast  emerging  onto  the  business  scene. 
For  senior  managers  seeking  a  competi- 
tive advantage  for  their  corporations, 
understanding  these  new  technologies 
and  preparing  a  strategic  plan  in  which 
to  integrate  them  is  crucial  to  success. 

Leading  the  way  on  the  business/tech- 
nology  front,  Business  Week  is  proud  to 
present  a  high-profile  executive  sym- 
posium, The  Information  Revolution: 
The  Technology/Business  Interface. 


For  senior-level  IT  executives,  technol 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors, 
The  Information  Revolution  will  help 
chart  the  course  for  action.  Don't  mis; 
this  opportunity  to  make  direct  contac 
with  industry  leaders  and  gain  the  corr 
petitive  edge  for  your  company. 


Business  Week  Executive  Programs. 
A  company  capability. 


yum 

jw 

21 
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Si,' 

fed 


IE 
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BusinessWeek 


Beyond  news.  Intelligence 


To  register  for  The  Information  Revolution 
conference,  call  the  Business  Week  registrar  at: 
(800)821-1329.  fax  your  response  to 
(2 1 2)5 1 2-628 1 ,  or  mail  this  coupon  to: 

Ann  McKenna 

Business  Week  Executive  Programs 
1221  Avenue  of  the  Americas.  36  th  floor 
New  York.  NY  10020 


Th  ephone 


!;  a  i  SIM  1 


Primary  Bumnes 
Fee:  $575 

B 1 1  L  MY: 


i  Amerii  an  Express 


Annual  Revenue 
n  Check  Enci  osed 
□  MasterCard 


I )  B I  L  I  Ml 

□  Visa 


Executive 
programs 


A<  (HUNT  NUMRI-Ft 


EXI'IRA  HON  DATF 


Copyright  1994  McGraw-Hill.  lm 


SlCNATURf 

CANCELLATION  POLICY:  All  cancellations  must  he  received  in  writing  Those  postmarked  after  September  30.  1994  will  he  iuhject  to  a  seri'ice 
of  $150  Registrants  who  fail  to  attend  and  do  tint  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee  You  may.  if  you  wish, 
substitute.  mc(.ra*-hiii  MAhiiitY.  In  the  event  of  cancellation  of  the  conference  for  any  reason,  McGraw-Hill's  liability  is  limited  to  the  reim 
merit  of  any  prepaid  registration  fee 


»|  »DUCTION 

I  >  from  last  week;  0.8% 
li  j  from  last  year:  5.7% 


Aug 
1993 


Dec 
1993 


1967=100  (four-week  moving  average) 


Aug.  1 3 
198  5 


lllllll 


limn 


Aug.  6 
1970 


Apr 
1994 


Aug 
lv9<J 


roduction  index  posted  a  strong  advance  in  the  week  ended  Aug  13. 
easonal  adjustment,  steel  output  climbed  higher,  as  did  electric  power 
'ion,  coal  output,  and  lumber  production.  Rail  freight  traffic  was  slightly 
.  Output  of  both  autos  and  trucks  declined,  after  a  big  gain  in  the  previous 
'reduction  of  both  paper  and  paperboord  also  fell.  Before  calculation  of  the 
»k  average,  the  index  rose  to  199.9  from  198.7. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc 


LEADING 

Change  from  last  week:  0.3% 
Change  from  last  year:  8.5% 

244  


Aug.  1  3 
243  4 


232. 


226. 


220  J 


HI  J 


Aug.  6 
242.7r 


Aug 
1993 


Dec 
1993 


Apr, 
1VV4 


Auo 
1994 


The  leading  index  rose  in  the  week  ended  Aug.  13.  The  pace  of  real  estate 
loans  picked  up  substantially,  although  the  remaining  components  of  the  index  lost 
ground.  Stock  prices  edged  lower  for  the  week  Materials  prices  grew  at  a  slower 
pace.  And  the  M2  money  supply  slowed  sharply,  reflecting  an  unusually  large 
weekly  drop  of  $18  1  billion  Dato  for  business  failures  were  not  available.  Before 
calculation  of  the  four-week  average,  the  index  fell  to  243.5  from  244.3. 

leading  index  copyright  1  994  by  Center  tor  International  Business  Cycle  Research 


DUCTI0N  INDICATORS 


■  IM'll.'MI.'MttW 


latest 
week 

Week 
ago 

%  Change 
year  ago 

/20)  thous.  of  net  tons 

1,809 

1,798# 

3  0 

8/20)  units 

122,760 

1 19,127r# 

29.7 

(8/20)  units 

118,243 

1  19,556r« 

26.7 

C  POWER  (8/20)  millions  of  kilowatt-hours 

67,975 

67,332# 

-2  3 

)IL  REFINING  (8/20)  thous.  of  bbl./day 

14,355 

14,388# 

2.5 

/13)  thous.  of  net  tons 

20,393# 

19,539 

15.8 

SARD  {8/ 13)  thous.  of  tons 

900.9# 

919  7r 

10.8 

8/13)  thous.  of  tons 

837.0# 

834.0r 

3.5 

(8/1 3)  millions  of  ft. 

478  1# 

481.9 

8.3 

EIGHT  (8/13)  billions  of  ton-miles 

24.2# 

23  5 

18.6 

:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA1,  Association 
an  Railroads 

IIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

1  YEN  (8/24) 

98 

100 

104 

1  MARK  (8/24) 

1.54 

1.56 

1  67 

POUND  (8/24) 

1  55 

1.54 

1.51 

FRANC  (8/24) 

5  29 

5.34 

5.85 

\N  DOLLAR  (8/24) 

1.38 

1.38 

1  32 

RANC  (8/24) 

1.30 

1  31 

1  47 

i  PESO  (8/24)J 

3  342 

3.399 

3.107 

Major  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar,  except  for  British 
dressed  in  dollars 

ES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

/24)  S/troy  02. 

383.900 

377.200 

3.4 

RAP  (8/23)  #1  heavy,  S/ton 

134.50 

134.50 

19.6 

JFFS  (8/23)  index,  1967=100 

214.6 

214.5 

1.8 

(8/20)  </lb. 

1 12.9 

1 12.4 

24.9 

JM  (8/20)  «/lb. 

71  0 

70.0 

30  9 

8/20)  #2  hard,  $/bu. 

3  73 

3.59 

11.3 

(8/20)  strict  low  middling  1-1/16  in.,  C/lb. 

68  06 

71.07 

30.0 

London  Wednesday  final  setting,  Chicago  market,  Knight-Ridder  Commodity  Research 
leto/s  Week,  Kansas  City  market,  Memphis  market 


latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (8/19)  S&P  500 

463.63 

459  39 

2.6 

CORPORATE  BOND  YIELD,  Aoa  (8/19) 

8.07% 

8.12% 

18.9 

INDUSTRIAL  MATERIALS  PRICES  (8/19) 

105.9 

104.6 

11.1 

BUSINESS  FAILURES  (8/12) 

NA 

287 

NA 

REAL  ESTATE  LOANS  (8/10)  billions 

$436.0 

$434  8 

4.8 

MONEY  SUPPLY,  M2  (8/8)  billions 

$3,553.9 

$3,572.0r 

2.0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/6)  thous 

324 

315 

-2.1 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  c 
on  business  failures  and  real  estate  loans 

un  &  Brad- 
djusts  data 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (July)  bil 

ions$  144.9 

$151.2r 

12.8 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (July)  millions 

-$33,198 

$14,850r 

NM 

HOUSING  STARTS  (July)  annual  rate,  thous. 

1,415 

1,351  r 

13  7 

REAL  GROSS  WEEKLY  PAY  (July) 

$255.48 

$255.58 

0.4 

Sources:  Commerce  Dept.,  Treasury  Dept ,  BLS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/8) 

$1,147.4 

$1,1 58.8r 

5.2 

BANKS'  BUSINESS  LOANS  (8/10) 

300.3 

299.7r 

9.5 

FREE  RESERVES  (8/17) 

421 

917r 

32.0 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/10) 

150.5 

154.2 

-4.7 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (8/23) 

4.64% 

4.35% 

2.98% 

PRIME  (8/24) 

7.75 

7  75 

6  00 

COMMERCIAL  PAPER  3-MONTH  (8/23) 

4.91 

4.91 

3.14 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/24) 

4.87 

4.86 

3.14 

EURODOLLAR  3-MONTH  (8/1 9) 

4.85 

A  76 

3.13 

Sources:  Federal  Reserve,  First  Boston 


la  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
n  Wood  Products  Assn     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value    NA  =  Not  available    r=revised    NM  =  Not  meaningful 
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YOU'VE  JUST  MISSED  THE 
FIRST  SIGN  OF  BREAST 
CANCER  IF  YOU  DIDN'T  SEE 
THAT  SMALL  DOT  IN  THE 
UPPER  LEFT  HAND  CORNER. 
Because  it  can  start  that  small 
inside  your  breast.  That's  why  a 
yearly  mammogram  is  a  must, 
especially  if  you're  over  50. 
Doctors  agree  that  as  you  get 
older,  the  risk  of  breast  cancer  is 
higher.  But  with  early  detection, 
you  increase  your  chance  of  suc- 
cessful treatment.  Even  though 
you  may  have  missed  the  first 
sign  of  breast  cancer,  a  mammo- 
gram won't.  For  information, 
please  call  the  American  Cancer 
Society  at  1-800-ACS-2345. 

A  MAMMOGRAM. 
EARLY  DETECTION  IS  THE 
BEST  PROTECTION. 


J  AMERICAN 
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Editorials 

THE  NEXT  STEP  FOR  A  NEW  MEXICO 

■■■hi-  Mexican  miracle  continues  to  astonish.  An  amazing 
|77%  of  the  people  casting  ballots  voted  center  or  cen- 
■  ter-right  in  the  recent  elections  in  a  powerful  reaffir- 
mation of  the  economic  policies  of  outgoing  President  Carlos 
Salinas  de  Gortari— free  trade,  privatization,  low  inflation,  and 
the  promise  of  growth. 

But  the  people  of  Mexico  did  more  than  simply  voice  sup- 
port for  a  continuation  of  the  recent  past.  They  gave  the  coun- 
try's governing  party  a  chance  to  do  for  the  nation's  polity 
what  it  has  already  done  for  its  economy— modernize.  By  giv- 
ing 27%  of  the  vote  to  the  National  Action  Party  (PAN),  which 
shares  the  promarket  philosophy  of  the  ruling  Institutional 
Revolutionary  Party  (pri)  but  is  more  conservative  on  social 
issues,  the  voters  are  signaling  incoming  President  Ernesto 
Zedillo  Ponce  de  Leon  that  they  want  political  change. 

This  is  how  Zedillo  can  deliver:  The  President-elect  should 
set  up  a  government  of  national  unity  that  includes  PAN.  He 
doesn't  have  to  do  it,  of  course.  The  PRI,  with  about  a  50% 
majority  of  the  vote,  will  probably  control  both  houses  of  Con- 
gress. But  power-sharing  would  be  of  immense  benefit  both 
to  Zedillo  and  to  Mexico.  Never  in  the  65-year  history  of  pri 
rule  has  it  shared  political  power.  Now  would  be  an  ideal 
time  to  try  it  (page  42). 

There  are  tactical  benefits  for  Zedillo  in  asking  pan  to  join 

his  new  government.  Panistas  share  his  vision  of  a  m 
Mexico  much  more  than  the  PRl's  own  "dinosaurs,"  tl 
ditional,  old-fashioned  bosses  of  the  party.  Together 
pan,  Zedillo  can  move  to  isolate  the  forces  of  political 
tion  within  the  pri. 

By  bringing  in  PAN,  Zedillo  can  also  begin  to  "secu 
the  Mexican  government.  Just  as  the  Soviet  Union  was 
inated  by  a  Communist  Party  that  held  all  governrm 
fices  and,  in  effect,  was  the  government,  so,  too,  has  | 
been  intertwined  with  Mexico's  political  apparatus.  T 
suit?  Vast  corruption  in  the  police  and  judiciary,  stymi 
onomic  development,  and  reduced  personal  freedoms.  1 

Disentangling  that  relationship  between  the  party  ai 
government  is  the  next  step  in  Mexico's  march  towarc 
ernity.  Politics  and  the  polity  have  to  be  separated  at 
with  the  state  emerging  as  an  independent  institute 
holden  to  the  voters,  not  just  PRI  politicians. 

A  government  of  national  unity  that  included  PAN 
bers  in  the  Cabinet  would  be  a  revolutionary  step  in  tl 
rection.  It  would  give  Zedillo  tactical  room  to  make  a 
es  against  the  PRl's  Old  Guard  and  would  permit  Mex 
take  the  strategic  step  of  putting  the  law  above  politic, 
nections  and  the  state  above  politics.  It  is  up  to  Pres 
elect  Zedillo  to  begin  to  implement  the  politics  of  incl 

MARKETERS  KNOW  TOO  MUCH  ABOUT  US 

|H|  he  invasion  of  privacy  is  proceeding  at  an  alarming  rate, 
Twith  supercomputers  recording  and  compiling  every 
1  transaction  in  a  person's  life.  These  records  of  Ameri- 
cans' income,  spending  habits,  and  preferences  are  putting 
a  growing  amount  of  power  into  the  hands  of  a  few  govern- 
ment bureaucrats  and  private  marketers  (page  60). 

Are  the  data  gatherers  adequately  policing  themselves? 
The  government,  to  begin  with,  is  actively  selling  huge 
amounts  of  personal  information  to  listmakers.  Is  it  right  for 
state  motor-vehicle  bureaus  to  sell  the  names  and  address- 
es of  individuals  who  get  driver's  licenses?  Is  it  proper  for 
institutions  such  as  hospitals  to  sell  the  names  and  address- 
es of  women  who  just  gave  birth  on  their  premises?  Just 
how  much  financial  information  should  credit  agencies  be 
permitted  to  sell? 

It's  not  that  database  marketing  hasn't  any  value.  Clear- 
ly, it  does.  Customized  billing  can  provide  important  infor- 
mation and  opportunities  to  the  consumer.  Credit-card  com- 
panies can  offer  discounts  on  specific  restaurants  for  people 
who  eat  out  a  lot,  and  telephone  companies  can  give  people 
breaks  on  phone  calls  to  countries  where  they  have  parents 
or  brothers  and  sisters. 

But  what  are  the  limits,  and  how  do  the  rights  of  individ- 
uals get  protected?  It  is  increasingly  easy  for  powerful  com- 
puters to  mix  and  match  profile  traits  of  individuals,  reach 

erroneous  conclusions,  and  mistakenly  put  consumers  < 
wrong  list.  Once  they  are  on  that  list,  it  is  certain  their  i 
will  appear  on  dozens  of  others,  targeting  them  for 
and  services  that  may  prove  annoying,  embarrassing,  oi 
threatening  to  themselves  or  their  families. 

Congress  can  help  by  passing  legislation  that  tells  g< 
ment  agencies,  hospitals,  and  any  quasipublic  institut 
simply  stop  selling  data  about  people  unless  individual 
cifically  permit  it  in  writing.  Who  gave  government  ag 
the  right  to  cash  in  on  information  that  people  are  for 
give  them  in  the  first  place? 

The  direct-marketing  industry  can  help  by  lifting  it 
standards.  It  currently  relies  largely  on  the  "opt-out" 
sion  to  protect  individual  rights.  This  is  the  clause  that 
times  appears  at  the  bottom  of  documents  thatrsays  1 
here"  if  a  person  does  not  want  his  or  her  name  passl 
Fair  enough,  except  that  the  print  is  invariably  small 
the  provision,  when  it  appears,  is  usually  buried  far  1 
the  way. 

The  Direct  Marketing  Assn.  should  insist  that  its 
bers  give  people  a  real  choice  by  making  the  opt-out  i 
clear  and  prominently  displayed  at  the  top  of  all  privatd 
uments.  The  DMA  maintains  that  consumers  who  want  1 
their  names  off  mailing  lists  merely  have  to  phone  them ) 
Here's  the  number:  202  347-1222.  Too  bad  it's  not  toffl 
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Pardon  us 


annihilate 

afewold 
notions. 


:fj  ather  was  a  Cruise  Missile.  Its  mother  w  as  a  conceit  hall.  And  it's  three  pails  power,  two  parts  elegance,  and  all  parts  incredible.  It's  the 
if  /.  32-valve,  250hp,  DOHC  V8  Aurora  by  Oldsmobile.  But  if  you  feel  more  comfortable  calling  it  a  luxury-performance  sedan,  go  right 
|  ad.  Aurora  by  Oldsmobile.  See  what  happens  when  you  Demand  Better.  Call  1-800-7187778. 


'1  >i  s\meric&n  />/  <'cii>t 


1 1994  CM  Corp  All  rights  resetted  Buckle  I  'p,  America! 
iurora  Is  a  trademark  of  General  Motors  Corn 
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Men  tu  even'  opportunity.  Quick  to  pounce.  Proud  to  cam'  oft  the 
prize  while  the  competition  fumes.  This  tierce  entrepreneurial  spirit  now 
drives  many  of  America's  largest  companies,  turning  them  into  powerful 
glohal  competitors  once  again. 


Chemical  shares  the  entrepreneurial  need  to  move  swiftly.  W 
help  you  seize  opportunities  that  can  vanish  in  a  flash — from  acqui 
dons  to  debt  restructuring  to  managing  currency  exposures,  and  iH 

To  fund  vour  initiatives,  we  can  arrange  hank  financing  throi 


<ffi  Chemical 


1994  Chemical  Banking  Corporation 


ical  Bank  or  access  the  public  or  private  debt  markets  through 
m  ical  Securities  Inc. 

Vs  leaders  in  global  loan  syndication,  we  know  how  to  meet 
g£  .sive  timetables  and  bring  complex  financings  to  a  seamless  close. 


Chemical  can  work  with  you  as  banker,  advisor,  and  trading 
and  investment  partner  worldwide,  building  an  association  that 
benefits  us  both. 

That's  our  own  entrepreneurship  unleashed  for  you. 

Expect  more  from  us.s 


Chemical  Bank  and  Chemical  Securities  Inc  are  separate  subsidiaries  of  Chemical  Banking  Corporation  Chemical  Securities  Inc  -Member  NASD  SIPC 


IN  125  YEARS  SINCE  WE  BEGAN  ON  PINE  STREET,  OUR  VIEW  HAS  CHANG 


We've  grown  since  Marcus  Goldman  first 
opened  an  office  in  New  York  City  -  from 
a  small  provider  of  short-term  credit 
to  local  businesses,  to  a  full-service  firm 


WORKING 
SINCE 
1869 


with  a  global  perspective.  Today,  Goldr 
Sachs  is  nearly  9,000  strong,  employ? 
people  from  91  countries  in  30  offis$l 
around  the  world.  We  are  recognized  i  > 


r  minent  global  investment  banking  ______  institutions,  governments  and  individuals 

I  securities  firm  that  provides  a  full  tCffilKll  worldwide.  We  make  these  resources 

lie  of  financing,  investing  and  financial  readily  available  to  meet  our  clients'  needs 

jjpory  services  to  corporations,  financial  ^^^^^^  around  the  clock  and  around  the  globe. 
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OLYMPICS  '96 


BILLBOARDS  STINK — 
UNLESS  THEY'RE  YOURS 


Atlanta's  Olympic  Commit- 
tee doesn't  want  any 
ugly  billboards  around  for  the 
1996  Summer  Games— unless 
the  Olympics  benefits.  The 
group  is  backing  plans  to 
erect  50  "super  signs"  in 
downtown  Atlanta,  each  high- 
er than  a  nine-story  building, 
to  peddle  the  wares  of  Olym- 
pic sponsors  and  others.  Iro- 
ny: The  committee  recently 
helped  write  a  76-page  city 
law  banning  new  outdoor  ad- 
vertising and  other  "visual 
pollution"  before  the  extrav- 
aganza. Already,  the  commit- 
tee has  unveiled  its  tasteful 


I, 


banners,  which 
will  be  ubiquitous 
in  1996. 

When  a  bill- 
board company 
this  summer 
trimmed  trees 
downtown  that 
were  blocking  its 
signs,  committee 
members  protest- 
ed this  aesthetic 
affront.  And  the 
group  helped 
force  one  of  its 
own  sponsors, 
Sara  Lee,  to 
black  out  billboards,  costing 
$900,000,  near  the  Olympic 
Stadium  during  the  games. 

But  the  Olympian  stan- 
dards fall  when  it  comes  to 
the  super  signs,  which  the 


TALK  SHOW 

Sparts  and  music  are  things  that  I  think  everybody 
should  have. 

—Luciano  Pavarotti,  at  the  Aug.  30  launch  of  "Pavarotti's  Opeij! 
Made  Easy,"  a  series  of  recordings  aimed  at  the  mass  market  !> 


Atlanta  1996 


I 

m 

tlantaWb 


BANNER  YEAR:  Atlanta 
battles  "risual  pollution 


MAD  AVE 


HAVE  YOU  HUGGED  YOUR  ADVERTISER  TODAY? 


Magazine  publisher  Conde 
Nast,  stung  when  Delta 
Air  Lines  yanked  its  ads  from 
Conde  Nast  Traveler  after  a 
negative  story,  may  make  up 


RUFFLED  FEATHERS:  Hearst's  loss 
could  be  Conde  Nast's  gain 

the  diff  thanks  to  a  similar 
tiff  between  Hearst  Magazines 
and  Revlon.  Cosmetics  giant 
Revlon  is  considering  shunt- 
ing to  Conde  Nast  ad  dollars 
it  pulled  from  Hearst. 

In  the  August  Traveler,  the 
magazine  identified  Delta  as 
leading-  the  list  of  airlines 
fined  by  the  Federal  Aviation 
Administration  for  mainte- 
nance violations,  accruing 
more  than  $2  million  in  penal- 
ties from  1986  to  1994.  Travel- 
er publisher  Richard  Beckman 
says  that's  why  the  Atlanta- 


based  carrier  just  pulled  the 
remaining  $95,000  in  its 
$350,000  1994  ad  budget  for 
the  mag.  A  Delta  spokesman 
denies  that  the  move  is  retri- 
bution, calling  it  a  needed 
trimming  of  its  ad  budget. 

At  Hearst's  Esquire,  the 
September  edition  portrays 
Patricia  Duff,  Democrat  acti- 
vist and  girlfriend  of  Revlon 
Chairman  Ron  Perelman,  as 
a  relentless  social  climber— 


city  council  is  ex- 
pected to  O.K. 
"We  are  already 
one  of  the  most 
billboard-inun- 
dated cities  in 
the  country," 
complains  city 
Planning  Com- 
missioner Leon 
Eplan,  who  none- 
theless backs  the 
super-sign  plan. 

The  committee 
says    there  is 
no  contradiction: 
The   signs  will 
have  to  impart 
an  Olympic-relat- 
activity  or  principle."  And 
messages  would 
to  one-fifth  of 
on    each  sign. 


ii 


ed 

commercial 
be  limited 
the  space 


That's  "only"  a  22-foot-by-8- 
foot  space.      David  Greising 


"part  Pamela  Harriman,  part 
Mata  Hari."  Now,  Revlon  is 
pulling  $5  million  in  advertis- 
ing from  Hearst.  Revlon  offi- 
cials say  the  reason  is  unhap- 
piness  over  where  Hearst 
placed  the  ads,  not  the  Duff 
story. 

Conde  Nast,  whose  mags 
include  Vogue  and  Mademoi- 
selle, says  Revlon  would  feel 
welcome.  "Mr.  Perelman 
would  not  have  a  problem 
with  our  airport  maintenance 
pieces,"  says  Conde  Nast's 
Beckman.  Christina  Del  Valle 


RED  FACES 


ELAINE  GARZARELLI'! 
BRUSH  WITH  THE  LAV 


Elaine  Garzarelli  hasi 
nabbed  for  drunk  drjfe 
Police  say  they  arrestee 
vaunted  stock  seer  at 
a.m.  on  Aug.  19  in  tonj 
Hampton,  N.Y.,  after  hei 
drove  through  some  sH 
bery  as  she  turned  a  cjni 
Even  though  a  squad  cM 
lowed  her  with  lights  flaiin 
police  say  she  continued  ioi 
the  street,  which  earned  «a 
citation  for  leav- 
ing the  scene  of 
an  accident. 

Lehman 
Brothers  strate- 
gist Garzarelli, 
46,  says  she  was 
driving  a  gentle- 
man friend 
home    after  a 
night  of  cham- 
pagne  at  her 
East  Hampton 
home.  "I  thought  I  wa  i 
to  drive,"  says  Garzanfcj 
was  surprised  when  th  t 
said  I  wasn't."  A  Breathy} 
test  revealed  her  blood/;Gol 
level  as  0.18  (legal  limit 
She  said  she  kept  drivij 
cause  she  didn't  realh 
police  wanted  her  to  stoll 
spent  several  hours  i 
clink,  then  posted  $30l 
A  court  date  is  pending 


A  l.  I  f  Y 


CAR  DOMESTIC-CONTENT  LABELS 

will  make  it  easier  to  "buy  American,"  say  U.S. 
auto  execs.  The  federally  mandated  labels,  on 
new  cars  as  of  Oct.  1,  list  what  per- 
centage of  parts  are  U.S.  or  Ca- 
nadian, the  topmost  foreign  coun- 


IN  REALITY,  the  rules  are  se- 
verely skewed  to  make  Detroit  look 
good  and  everyone  eise  look  bad. 
Because  only  parts  are  tallied— not 
labor— the  wages  paid  to  American  workers  in 
Japanese-transplant  operations  aren't  counted. 
Moreover,  the  formula  for  identifying  a  part  as 
domestic  is  so  arbitrary  that  the  same  car  could 


tries  supplying  parts,  the  country  the  engina 
transmission  parts  come  from,  and  wher  1 
car  was  assembled.  Detroit  says  foreigners 
wink  U.S.  buyers  into  thinking  c 
is  North  American-made  whenic 
of  its  parts  come  from  abroad 


carry  a  label  showing  homeg>v 
content  as  high  as  53%  or  as  lev 
1 1  %,  according  to  the  National  lie 
way  Traffic  Safety  Administrwc 
Reason:  rounding  up  or  down.  A  part  whosst 
components  are  70%  domestic  gets  rounds 
to  100%  homegrown.  If  it's  only  69%  dorrst 
tough:  It  counts  as  0%.  James  8.  Tie 
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CHOLESTEROL  TEST 


•ACCUMTl  is  Kismtfcocmnei/Bomms 

■  RESULTS  iSMASSWM 

■  EASY  TO  USE 

■  800-\UMBER 


1  TEST 


For  advice  on  dealing  with  cholesterol,  make  an  appointment 
with  your  doctor.  To  simply  know  your  cholesterol  number, 
there's  no  appointment  needed.  Introducing  the 
Johnson  &  Johnson  ADVANCED  CARE'M  Cholesterol  Test. 
Each  test  can  be  used  once  to  measure  your  cholesterol.  And  in 
about  15  minutes  at  home  you'll  get  results  as  accurate  as  tests 
used  by  doctors  and  laboratories. 
There's  no  easier  way  to  know  your  number. 


THE  CHOLESTEROL  TEST  AS  ACCURATE  AS  THOSE 
USED  BY  DOCTORS  AND  LABORATORIES. 


JPC  1994 


Use  only  as  directed. 


FOOD  FORAYS 


PIZZA  HUT:  OUT  TO 
TEMPT  THE  ITALIANS 


Coals  to  Newcastle,  pizza  to 
Parma.  That's  the  gamble 
Pizza  Hut  is  taking,  aiming  to 
sell  its  pies  to  the  Italians, 
who  invented  the  stuff.  Wiehi- 


CRUST  CLASH:  Some  like  it  thin 


ta-based  Pizza  Hut  plans  to 
open  by  yearend  its  first  Ital- 
ian franchise,  on  Piazza  Picelli 
in  Parma's  historical  center, 
and  later  to  expand  through- 


THE  BIG  PICTURE 

REAL  ESTATE  FINANCIERS 
RIDE  AGAIN 

Want  to  get  a  job  in  real  estate 
finance?  The  real  estate  slump 
of  the  early  1 990s  made  that 
tough  for  a  while.  But  there  has 
been  a  turnaround  lately.  Hiring 
in  institutions  that  finance  big 
property  transactions  is  on  the 
upswing.  For  mortgage  lenders, 
though,  this  year's  rising  interest 
rates  have  slowed  new  hires. 


100 


■  '92  H'93  H  '94  (1ST  HALF) 

PERCENT  OF  COMPANIES 
HIRING  SENIOR  EXECS 


out  Italy.  Already,  Pizza  Hut  is 
in  88  other  countries. 

The  company  admits  Par- 
ma will  be  a  litmus  test.  The 
home  of  prosciutto  and  Par- 
mesan cheese,  this  city  is 
known  for  its  discriminating 
tastes,  both  gastronomical  and 
otherwise.  Parma  is  where 
internationally  renowned  op- 
era stars  get  booed  right  off 
the  stage.  Pizza  Hut  spokes- 
man Robert  Doughty  con- 
tends that  the  chain  will  over- 
come resistance  by  adopting 
the  decor  of  an  Italian  cafe 
and  tailoring  the  menu  to  Ital- 
ian tastes.  "In  Japan,  for  ex- 
ample, we  offer  pizza  with 
squid." 

Trouble  is,  company  menu 
planners  have  yet  to  come  up 
with  a  strategy  to  rival  the 
Italian  pie.  Faith  Heller  Wil- 
linger,  a  food-service  expert 
in  Florence,  says  Pizza  Hut's 
famous  thick,  doughy  crust  la- 
den with  cheese  and  pepper- 
oni  won't  appeal  to  Italians, 
who  prefer  a  thin,  crispy 
crust  and  spare  toppings. 

Beyond  that,  the  question 
turns  on  whether  Italians  will 
see  Pizza  Hut  as  homogenized 
fast  food,  which  they  dislike. 
But  Romeo  Medici,  director 
of  statistics  research  at  Par- 
ma's Chamber  of  Commerce, 
says  convenience  and  cheap 
prices  work  in  Pizza  Hut's  fa- 
vor. Italy,  too,  he  says,  is  "be- 
coming a  culture  of  mass  con- 
sumption."  Christina  Bennett 


DRAWN  AND  QUARTERED 


HIT  THE  JACKPOT?  YEAH 
YOU  AND  WHO  ELSE? 


Shi 


^or  those  who  would  like  to 
■  pool  their  chances  at  win- 
ning the  state  lottery  but  don't 
have  a  bowling  team  or  bridge 
club  to  go  in  with,  an 
outfit  named  National 
Pools  has  an  answer. 

For    $2.95,  the 
company  will  sell 
you  100  chances  at 
winning  California's  ™ 
twice-weekly  Su-  £^S3§gV 
per  Lotto,  whose  ^-^.J- 
pot  had  reached 
$20  million  by  Aug. 
31.  The  catch:  A  winner  has 
to  split  the  prize  with  99  other 
ticket  holders  in  the  pool.  Of 
the  $2.95,  $1  goes  to  buy  a 
ticket,  the  rest  to  National 


TOURIST  TREKS 


GUESS  WHOSE  LIBRARY  IS  A  SNORE 


As  the  summer  tourism 
season  winds  down,  con- 
sider Presidential  libraries. 
Dull  places,  reserved  for  schol- 
ars and  worshipers  of  former 
Chief  Executives?  Sometimes 
yes,  sometimes  no. 

Take  the  three-year-old 
Ronald  Reagan  Presiden- 
tial Library  in  Simi 
Valley,  Calif.  Eager  to 
lure  a  few  tourists  for  the 
Gipper,  the  center  just 
sponsored  a  high-tech 
trade  show.  The  Technolo- 
gy Exposition  on  Tomor- 
row's California,  or  "Tex- 
po,"  was  billed  as  pro- 
moting "appreciation  of  the 


post-cold-war  technology  revo- 
lution." Attendees  went  on  a 
virtual-reality  chase  through 
city  streets,  flew  in  a  simulat- 
ed hang  glider,  and  viewed 
Hollywood's  computerized  spe- 


Pools.  ceo  Joseph  Monte 
says  the  pooling  pro; 
which  started  in  San 
earlier  this  summer,  eve 
ly  will  go  statewide.  He 
to  get  1%  of  the  Calif 
Lotto  market  and  $11  m 
in  yearly  revenue.  Nex 
wants  to  pool  lottery  pte 
in  37  other  states. 

The  strategy  w 
make  P.T. 
num  proud: 
odds  of  win 
a    big  jacl 
whether  solo  i 
I  a  pool,  are  infii 
imal.  Monteross 
c  -T       gues  that  a  pool 
enhance  your  cl 
es.  State  officials 
examining  the  legality  oj 
concept.  So  far,  the  lone 
tional  Pools  win  has  sna; 
$105.  Russell  Mil 


EX-CHIEFS:  Reagan's  library  offered 
Hollywood  high  tech,  Nixon's  has  neckti 


cial  effects.  Cost:  just  $ 
adults,  $2  for  kids.  Durin 
Aug.  26-28  run,  the  librar 
tracted  2,300  visitor's,  or 
its  biggest  weekends  eve 
But  at  the  Richard  N 
Library  &  Birthplace  in  "i 
Linda,  Calif.,  the  crowds 
absent.  For  $4.95,  thn 
Sept.  6,  you  can  catc 
exhibit  of  Preside 
neckties,  featuring  35 
orful  ties,  fashionable 
links,  stylish  tie  bars 
other  accessories,  re: 
ing  200  years  of  Pres 
tial  taste."  There's  J( 
son's  ascot,  Lincoln's 
tie,  and  the  red-and-g 
number  Bill  Clinton 
while  playing  the  sa: 
Boris  Wltsin.    Ron  G 


FOOTNOTES 


U.  S.  homes  with  two  or  more  TV  sets  in  1994:  68%.  With  three  or  more:  33% 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who've  had  to  st niggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who've  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  first  homes. 
We're  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes, 
lo  help  people  most  in  need.  We're  opening  a  lot  of  doors. 


Showing  America  ANew  W'.ivl  lome,' 
For  wore  information  about  our  efforts  to  help  people  overcome  the  harriers  to  homeownership,  call  t -800-548-0444. 


You  Wouldn't  Buy  A  Cheap  Parachute. 
You  Wouldn't  Buy  A  Cheap  Pacemaker. 
You  Wouldn't  Buy  A  Cheap  Crash  Helmet. 
Let's  Discuss  Cars. 


There  are  some 


things  in  life  that  are  simply  too  important  to  scrimp  on.  And  yet 


every  day,  people  do  exactly  that  when  choosing  the  one  piece  of  equipment 
statistically  most  likely  to  determine  their  fate-their  car.  11  Despite  clear  evidence 


,  the  contrary,  many  people  still  think  of  their  car  more  as  a  fashion  accessory  than 


a  serious  piece 


of  life-saving  equipment.  1  Fortunately,  this  attitude  has  never  been 


fashionable  at  Mercedes-Benz.  f  Which  is  why  in  every  category  that  the  govern- 


ment  has  set 


technical  standards  for  safety,  Mercedes-Benz  automobiles  not  only 


meet  them,  but  in  many  cases 


exceed  them,  f  And  why  in  categories  which  the  gov- 


ernment does  not  require  a 


standard,  we  have  created  our  own.  For  instance,  the 


government  sets  no  standard  for  occupied  seats  absorbing  rear  impacts.  But  to  pass 
the  Mercedes-Benz  standard,  our  occupied  front  seats  must  withstand  a  30  mph 


car-to-car 


rear  impact.  H  Is  there  a  less  expensive  way  to  build  cars?  To  be  sure. 


>ls  there  a  better  way?  If  there  is,  you  can  be  sure  we  will  find'it.  1  Ultimately  the 


question  you 


must  ask  yourself  is  not  whether  you  can  afford. to  buy  a  car  built  as 


well  as  a  Mercedes-Benz.  The  question  you  must  ask  yourself  is  whether  you  can 
afford  not  to.  %  If  we  can  assist  you  in  any  way,  please  call  1-800-FOR-MERCEDES. 


Mercedes-Benz 


*    P-1<>9* Mertxtfrs-Biw  of  North  Amenisi;  bic,  MofttvniK  NJ",  .Member  of  die  DalinlM-Ben;? 


A  word  about  value: 
every  Mercedes-Benz 
automobile  comes 
with  a  host  of 
things  you  won't  find 
on  a  window 
sticker— 24  hour 
roadside  assistance, 
for  exam  pie. 
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IS  MARKET  TIMING 
JUSTACRAPSHOOT? 


It  is  interesting  to  note  that  Jeremy  J. 
Siegel's  new  book,  Stocks  For  The 
Long  Run,  was  reviewed  in  the  same 
issue  of  BUSINESS  WEEK  as  your  article 
entitled  "Time  for  market  timers  to  get 
some  respect?"  (Finance,  Aug.  22).  Mar- 
ket timers,  while  enjoying  recent  suc- 
cess, don't  have  to  be  wrong  often  to 
lose  much  of  the  benefit  of  investing. 

If,  as  some  studies  have  shown,  it  is 
true  that  a  significant  portion  of  invest- 
ment gains  occur  during  a  relatively  few 
days,  then  picking  the  right  days  be- 
comes more  like  a  lottery  than  a  pru- 
dent investment  program. 

William  M.  Francavilla 
Resident  Vice-President 
Legg  Mason  Wood  Walker  Inc. 

Williamsburg,  Va. 

CHRIS  WHITTLE'S  DEMISE: 
SURPRISE,  SURPRISE  

It  saddened  me  to  read  of  Chris  Whit- 
tle's troubles  in  your  article  "Is  this 
the  last  hurrah  for  Chris  Whittle?"  (Me- 
dia, Aug.  22).  But  his  demise  is  not  sur- 
prising. After  all,  most  of  his  ideas  were 
terrible.  (Channel  One  was  a  blatant  at- 
tempt to  bring  advertising  into  the  class- 
room by  bribing  poorer  school  districts 
with  technology.)  And  the  stream  of  fal- 
sified information  (such  as  the  readership 
data  on  Special  Reports)  was  a  telling  in- 
dication that  all  was  quite  unwell. 

What  is  disheartening  is  the  lack  of 
sound  judgment  displayed  by  his  em- 
ployees and  backers.  You  quoted  a  friend 
of  Whittle:  "Chris  has  once  again  demon- 
strated his  superb  salesmanship."  But 
as  every  salesman  worth  his  salt  knows, 
you  must  have  something  of  value,  and 
you  have  to  back  up  your  promises. 

Scott  Walsh 
Brooklyn,  N.Y. 


JUST  A  SPEEDIER  WAY 
TO  DO  A  DUMB  JOB? 


eat  idea?  Sure.  Right  idea?  Not 
hardly.  The  "job  evaluator"  soft- 
ware programs  reviewed  in  "So  you  hate 


CORRECTIONS  &  CIARIFICATIO 

An  item  on  Hasbro  Inc.'s  announ 
restructuring  (In  Business  This  W< 
Aug.  29)  incorrectly  reported  the  n 
ber  of  planned  U.  S.  layoffs.  The  con 
ny  will  lay  off  100  workers. 

In  "Managing  by  values"  (Cover  Stl 
Aug.  1)  Levi  Strauss  &  Co.  saidl 
contract  garment  workers  in  Ban| 
desh  are  paid  $384  a  month.  Levi's 
says  these  workers  actually  earnl 
average  of  only  $50  a  month,  incj 
ing  overtime  pay.  The  $384  figurl 
based  on  a  formula  known  as  Purcl 
ing  Power  Parity  that  reflects  the 
chasing  power  of  the  U.  S.  dollai 
Bangladesh  and  is  meant,  Levi's  si 
to  "give  some  context  to  the  w^ 
paid  in  different  countries." 

The  table  with  "Affordable  insura 
that  works  when  you  can't"  (Persl 
Business,  Aug.  29)  should  have  id{ 
fied  the  premiums  quoted  as  anr 
not  monthly. 

"A  splitting  headache  from  a  he^ 
care  merger"  (The  Corporation, 
22)  incorrectly  identified  Christo^ 
Lewis  as  a  partner*  in  the  law  fir 
Riordan  &  McKinzie.  In  fact,  Lewis 
partner  in  the  venture-capital  firi) 
Riordan,  Lewis  &  Hayden.  Los  Anij 
Mayor  Richard  J.  Riordan  is 
founder  of  both  firms. 


rating  your  workers?"  (Technoloj 
You,  Aug.  8)  are  nothing  more  tha 
attractive  high-tech  mask  over  the) 
face  of  an  enduring  business-as- 
problem. 

Corporate  America  takes  the  trl 
to  build  elegant  performance-evaluj 
systems  to  support  other  huma] 
source  activities  such  as  promotion! 
incentives.  Unfortunately,  perforrf 
evaluations  miss  the  mark  on  sq 
counts. 

The  evaluations  ask  us  to  bd 
that  we  are  able  to  assess  perforrj 
in  the  absence  of  personal  bias, 
little  feedback  performance  evalu*! 
provide  occurs  long  after  the  poj 


3389 


BUSINESS  WEEK 
SEPTEMBER  12,  1994 
ISSN  0007-7135  ** 

Published  weekly,  except  for  one  issue  in  January  by  McGraw-Hill,  Inc. 
Founder:  James'H.  McGraw  .1860-1948). 

Executive.  Editorial.  Circulation,  and  Advertising  Offices:  McGraw-Hill 
Building.  1221  Avenue  of  the  Americas.  New  York.  N.Y.  10020. 
Telephone:  212-512-2000.  Telex:  Domestic  127039;  Intl.  2360127039.  U.S. 
subscription  rate  $46.95  per  year;  2  years,  $78.95:  3  years,  5104.95.  Single 
copies,  $2.75;  back  issues.  $5.  Write  for  rates  in  other  countries.  Subscrib- 
er Services:  1-800-635-1200.  TDD:  1-800-554-1579 
PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clea 
ter  tCCC).  222  Rosewood  Drive,  Danvers,  MA  01923,  to  photocopy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send  1 
the  CCC.  Copying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited.  Address  reque 
tomized  bulk  reprints  to  Business  Week  Reprints.  P.O.  Box  457.  Hightstown.  N.J.  08520,  or  call  609-426-5494.  ISSN  OO07-7135/94/S2.75 
PRINTED  IN  THE  U.S.A. 


Postmaster:  Send  address  changes  to  BUSCVESS  WEEK.  P.C 
Hightstown.  NJ.  08520.  Set-in  id -class  [>ostage  paid  at  New  Yorkl 
at  additional  mailing  offices.  Postage  paid  at  Montreal.  P.Q.  Ca 
International  Publications  Mail  Product  Sales  Agreement  F 
Registered  for  GST  as  McGraw-Hill,  Inc.  GST  *#R123075673.  j 
1994  by  McGraw-Hill  Inc.  All  rights  reserved.  Title  registered  inl 
ent  Office.  European  Circulation  Center.  McGraw-Hill  HousJ 
head.  Berks,  England.  Telephone:  0628-23*31;  Telex:  848640. 
Officers  of  McGraw-Hill,  Inc.:  Joseph  L.  Dionne,  Chairman  andl 
ecutive  Officer:  Harold  W.  McGraw.  DX  President  and  Chief  Opl 
ficer;  Robert  N.  Landes,  Executive  Vice  President.  General  Ct| 
Secretary;  Robert  J.  Bah  ash.  Executive  Vice  President  and  Chie 
Officer;  Frank  D.  Penglase.  Senior  Vice  President,  Treasury  ( 


12  RUSINFSS  WFFK7SFPTFMRFR  19  1994 


StarLight, 
Star  Bright 


This  is  the  first  star  you'll  see. 
From  the  U.S.  Environmental 
Protection  Agency's  Energy 
Star  Program.  Look  for  it  on 
personal  computers,  monitors, 
and  printers — the  first  of 
many  energy-efficient  prod- 
ucts designed  by  leading  man- 
ufacturers in  partnership  with 
EPA.  The  Energy  Star™  logo 
identifies  products  that  maxi- 
mize energy  efficiency  and 
reduce  air  pollution  associated 
with  power  generation.  And, 
you'll  get  your  wish — electric 
bills  cut  down  to  earth.  To 
learn  more  about  Energy  Star 
call  202  233-9230  or  write 
Energy  Star,  U.S.  EPA, 
401  M  Street,  SW  (6202J), 
Washington,  DC  20460. 


ERA     POLLUTION  PREVENTER 


"There  are  plenty  of  reasons  why  Akzo  and  Nobel 
Industries  decided  to  join  forces.  Financial  reasons, 
economic  reasons,  industrial  reasons,  geographical 


reasons.  But  that  is  only  part  of  the  story.  The  n ' 
son  why  our  partnership  will  work  is  that  we  I 
same  mind  set.  We  are  both  client  driven,  we  I 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and  fib 
than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  informatioi 
call:  Corporate  Communications  Department/R  1  3,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7 


Ove  Mattsson,  member  Board  of  Management  Akzo  Nobel,  previously  President  Nobel  Industries 


Sessional  ambitions  and  we  share  the  same 
neurial  spirit.  We  fit  both  in  body  and  soul, 
is  what  it  takes  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


which  it  can  be  of  any  value  to  the 
employee. 

True,  the  new  software  programs 
highlighted  in  your  article  will  certainly 
make  the  process  of  preparing  a  per- 
formance appraisal  somewhat  less  oner- 
ous. Eventually,  however,  we  all  need  to 
recognize  that  human  performance  must 
have  frequent,  focused,  and  meaningful 
feedback  in  order  for  it  to  thrive  and 
grow. 

Jeff  Anthony 
President 
Anthony  Consulting 
Hampton,  Va. 

DONT  LIKE  "INFOBAHN"? 
HOW  ABOUT  "INFOSTRADA"? 

Your  articles  often  tend  to  use  "Info- 
bahn"  as  a  synonym  for  the  Infor- 
mation Highway  ("Infobahn  Warrior," 
Science  &  Technology,  Aug.  8).  The  Ger- 
man name  does  not  sound  nice.  It  recalls 
the  military  applications  of  the  autobahn 
developed  by  Hitler  in  the  1930s.  I 
would  like  to  offer  another  name  that 
sounds  much  more  intriguing:  "Infostra- 
da."  La  strada  is  an  Italian  term  for  a 
highway. 

It  even  has  some  historic  roots,  since 


in  1972,  the  first  Infostrada  was  set  up 
in  Poland  between  Gdansk-Warsaw-Ka- 
towice with  the  collaboration  of  Singer 
Business  Machines.  Since  the  totalitarian 
regime  could  not  allow  for  the  horizontal 
flow  of  information,  the  project  has  been 
killed. 

The  Infostrada  name  is  nice  and  more 
"spiritual"  than  Infobahn.  This  name  also 
happens  to  be  reminiscent  of  a  beautiful 
movie  with  Anthony  Quinn  and  Julietta 
Massina. 

Andrew  S.  Targowski 
Professor  of  Computer  Information 

Systems 

Western  Michigan  University 
Kalamazoo,  Mich. 

LET  THE  "INVISIBLE  HAND" 

CAP  BALL  PLAYERS'  PAY  

The  baseball  strike  in  the  U.  S. 
("Ste-e-e-rike?"  Top  of  the  News 
News,  Aug.  15)  pits  the  owners  of  the 
teams  against  the  players  over  what 
amounts  to  wage  controls. 

The  U.  S.,  however,  is  supposed  to  be 
the  place  where  the  free-market  princi- 
ple runs  proud.  If  the  baseball  experts 
are  correct,  then  Adam  Smith's  "invisible 
hand"  would  ensure  that  fair-market  con- 


ditions would  be  found  without  lir 
tions  such  as  salary  caps. 

Let  the  ballplayers  shop  for  their 
offer,  and  let  the  fans  decide  if  the 
is  right.  And  let  the  Indians  finally 
some  fame. 

P.  S.  Even  a  baseball  fan  livin 
the  base  of  the  German  Alps  knows 
John  Olerud,  the  man  who  flirted 
.400  in  1993,  is  the  first  base 
for  Toronto  and  not  an  outfie 
Ste-e-e-rike  1. 

Mark 
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The  1004  Vimy's  maiden  flight  July  30th,  1004  at  1010  hours, 
Hamilton  Air  Force  Base,  Novato,  California. 


7/nything  is  possible  when  people  give  wings  to  a 
II  dream.  The  enormous  biplane  pictured  here  is  a 
U    replica  of  the  1919  Vickers  Vimy.  The  original 
as  the  first  airplane  to  fly  halfway  across  the  world 


Kidh 


lfident  of  si 


They  bel  1 


w 

England  to  Australia. 

tat  record-breaking  flight,  piloted  by  Australian 
ers,  Ros: 


id  Keith  Smith,  demons  trated  that 
te  points  of  tl  \e  earth  could  be  brought  closer  by 
■plane.  The  brothers  overcame  harsh  elements  and 
difficulties  with  logis- 


0  complete  their  epic 

;  in  27  days. 

ivone  who  travels  by  air 
;  is  indebted  to  Ross  and 

Smith,  whose  skill  and 
j  y  silenced  the  skeptics 

;ir  day.  And  because 

dared  to  leave  the  lr 

rints  on  the  path  of 

:,  Anericans  would  one 

;  emboldened  to  leave 

lootprints  on  the  f  ace 
moon.  The  names  of 

nd  Keith  Smith  right- 

ielong  alongside  such  men  as  Columbus,  Captain 
in  d  Apoll  o  astronauts. 

is  year,  to  honor  the  75th  anniversary  of  that  his- 
ichievement,  another  Vimy  built  in  America  and 
lia  will  be  flown  along  the  original  route, 
e  project,  called  VIMY  19/94,  is  being 
taken  by  two  young  adventurers,  Peter 
lan  and  Lang  Kidby,  who  are  investing 
■wn  money  and  putting  their  lives  on  the 
a  tribute  to  the  pioneers  before  them, 
d  like  their  forerunners,  McMillan  and 


VIMY  19/94 


ny  are  confident  or  success.  1  ney  Believe  in  eacn 
other  and  have  tried  and  trust  their  equipment.  They 
need  no  cither  indemnity. 

They  have  built  the  aircra  ftbyl  land  from  the  original 
blueprints  with  a  small  team  of  ded  icated  craftmen,  but 
with  little  outside  funding. 

When  people  see  the  Vimy  fly,  in  person  or  through 
the  documentary  coverage  by  the  Nat  ional  Geographic 
Society  (who  published  the  first  account  of  the  1919 

Vimy  flight),  tl  ley  will  feel 
a  renewed  sense  of  adven- 
ture. But  we  hope  they  will 
also  pause  to  consider  the 
daring  and  determination 
that  make  such  achieve- 
ments possible.  It  is  only 
this  individual  initiative 
and  the  willingness  to  take 
great  risks  that  brings 
about  advancement  and 
discoveries  in  any  field. 

The  VIMY  19/94  pro- 
ject is  a  not  for  profit  orga- 
nization and  has  been 
enthusiastically  supported  bv  the  organizations  below. 
But,  if  you  or  your  company  believes  in  strengthening 
the  Vimy  spirit  and  ideals,  please  ca  11  Vimy  U.S. 
c/o  Bitt  11  er  &  c  ompany,  425  Market  btreet,  San 
rrancisco,  CA  94105  at  (415)  495-5105  or 
Vimy  U.K.  c/o  The  B  roo  klands  M  useum, 
Brooklands  Rd.,Weybridge  Surrey  KT13  OQN 
England  at  (0932)  857  381,  ext.  231. 

The  Vimy  needs  your  help  to  fulfill  her  his- 
toric mission.  You  will  be  proud  to  have  been 
part  of  delivering  her  message  across  the  world. 
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NOT  ALL  OF  US  ARE  SAINTS:  A  DOCTOR'S  JOURNEY  WITH  THE  POOR 

By  David  Hilfiker 

Hill  &  Wang  •  259pp  •  $20 

BROKEN  LIVES, 
TATTERED  SAFETY  NET 


■  n  the  space  of  remarkably  few  years, 
I  David  Hilfiker  contends,  there  has 
H  been  an  abrupt  and  distressing  turn 
in  our  relationship  with  the  poor. 
Numbed,  even  overwhelmed  by  pover- 
ty's sheer  scale,  we  have  moved  from 
denial  to  hopelessness  "without  ever 
passing  through  that  intermediate  stage 
when  personal  or  political  indignation 
might  lead  to  action." 

I  don't  know.  I  suspect  many  of  us 
simply  remain  comfortably  untouched 
by  poverty.  It's  far  less  troubling,  after 
all,  to  believe  that  the  poor  citizens  of  a 
wealthy  nation  are  not  treated  poorly— 
that  our  taxes  and  charitable  bucks  pro- 
vide an  ever-widening  safety  net.  Sure- 
ly we  must  be  caring  for  these  people. 

That  the  net  isn't  catching  everyone 
is  made  clear  in  Hilfiker's  Not  All  of  Us 
Are  Saints:  A  Doctors  Journey  with  the 


Poor.  Out  falls  Leroy  Solten,  treated  in 
an  emergency  room  for  his  third  bout 
with  tuberculosis,  then  released  to  a 
crowded  homeless  shelter  with  only  hap- 
hazard follow-up  care.  Walter  McRae, 
homeless  and  an  alcoholic,  has  his  brok- 
en jaw  wired  shut  and  is  discharged; 
unable  to  eat,  he  is  fourftl  weeks  later 
on  the  street,  severely  dehydrated  and 
unconscious. 

Hilfiker's  is  a  stunning  book  for  those 
exhausted  by  the  health-care  debate.  It 
returns  us,  relentlessly  and  compellingly, 
to  the  problem  that  begot  mandates,  al- 
liances, premium  caps,  and  the  rest: 
Many  Americans  don't  receive  decent 
medical  care. 

In  1983,  Hilfiker  left  his  rural  medical 
practice  in  Minnesota,  the  setting  of  his 
1985  book,  Healing  the  Wounds.  He 
moved  to  inner-city  Washington  to  work 


at  a  small,  church-sponsored  clinic— jd, 
eventually,  to  found  a  recovery  sheer 
for  homeless  men  needing  care  betvien 
the  hospital  and  the  street. 

Not  All  of  Us  Are  Saints  catalogshe 
urban  desperation  he  discovered— thttjf 
coholics  and  drug  addicts,  the  battteo 
and  the  delusional.  There  is  the  woian 
who  suffers  from  outrageously  Igh 
blood  pressure,  living  with  her  chilce 
in  an  abandoned  tenement,  seeking  rjri- 
ication  that  she  never  takes  for  n*e 
than  a  few  days  at  a  time.  There  is|ie 
man  who  throws  himself  drunkenlyHif 
fore  an  automobile,  then  refuses  ps>«- 
atric  care. 

These  people  are,  of  course,  ex«e 
tional,  and  Hilfiker  admits  as  mifc: 
Most  of  our  poor  lead  lives  consider™ 
less  dramatic  than  that  of  the  dying  in- 
armed heroin  dealer  Hilfiker  portra.: 
But  their  lack  of  glamour,  for  want  At 
better  word,  doesn't  make  it  any  ea.f 
for  them  to  get  food,  housing, 
doctor's  care.  Welfare  and  public-as 
tance  payments  don't  make  anyone 
and  in  any  case,  like  Medicaid  re 
bursements,  they  have  been  declinil 
Low-income  housing  initiatives  hi 
dropped  off  dramatically. 

And  for  Americans  without  mor 
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he  health-care  system 
oesn't  work  very  well. 
4'hose  who  qualify  for 
r\  ^  [edicaid  may  be  better 
ff  than  the  working  poor 
'ithout  insurance.  But 
Dth  groups  tend  to  get 
lunted  from  one  care 
rovider  to  the  next.  The 


ed-i 


wo"  pparatus  that  delivers 


nslj  hi 
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averty  medicine  is  ob- 
:enely  bureaucratic, 
nderfunded,  and  over- 
'or"ij  helmed.  Increasingly— 
tough  not  conclusively— 
,udies     suggest  that 
3ople  on  Medicaid  or 
ithout  insurance  enter 
ie<  rac|  )spitals  sicker  than  those 
ho  can  pay,  leave  sicker, 
sideraj  id  get  inferior  treatment. 

Would  health-care  reform  make  a  dif- 
rence?  Not  the  way  Congress  is  shred - 
ng  it  now.  And  even  in  their  purest 
[;)  ®|  rm,  "the  Administration's  proposals 
•e  likely  to  have  little  impact  on  the 
re  available  to  the  poor,"  Hilfiker  says, 
yone  rid )  treat  these  people,  we  must  address 
rei  ansportation,  housing,  and  education 
;eds;  often,  we  must  overcome  genera- 
jns  of  neglect  and  family  dysfunction. 
Even  when  we  acknowledge  the  in- 
it  iron  riority  of  care  for  the  poor,  it  is  tempt- 


doctor's  moving 
account  of  the  urban 
poor— and  the  failure 
of  the  health-care 


system  in  the  U.S. 


ing  to  write  it  off  as  a  justly  Darwinian 
outcome.  "As  a  culture,  we  are  deeply 
invested  in  the  belief  that  the  individual 
can  determine  his  or  her  own  destiny," 
Hilfiker  observes.  "So  the  poor  who  do 
not  have  the  obvious  disabilities  we  ac- 
knowledge must  be  somehow  less  wor- 
thy than  the  affluent." 

One  of  the  more  fascinating  strands  of 
Not  all  of  Us  Are  Saints,  in  fact,  involves 
Hilfiker's  own  confrontation  with  the  no- 
tion of  individual  responsibility.  Are  the 
travails  of  the  impoverished  all  society's 


fault?  Can't  we  blame  peo- 
ple for  being  weak 
enough  to  retreat  to  a 
bottle,  for  abusing  their 
children,  for  not  taking 
their  medicine,  for  refus- 
ing care?  "Those  who 
have  suffered  the  emo- 
tional and  physical  depri- 
vation of  the  ghettos  are 
not  automatically  beauti- 
ful souls,'"  Hilfiker  writes 
at  one  frustrated  juncture. 

Amid  the  despair,  there 
are  glints  of  hope,  ren- 
dered more  powerful  by 
their  scarcity.  Toward  the 
end,  Hilfiker  writes  of  the 
miraculous  resolution  of 
his  long,  seemingly  impos- 
sible relationship  with  a  chronic  alcohol- 
ic named  Clint  Wooden.  After  months  of 
detox,  relapse,  and  mutual  bitterness, 
the  two  men  wordlessly  celebrate  Wood- 
en's  sobriety.  It's  hard  to  do  these  four 
paragraphs  justice  except  to  note  that 
they  constitute  one  of  the  most  moving, 
joyous  passages  I've  ever  read— the  fin- 
est moment  in  a  deeply  passionate  ac- 
count of  what  it  is  to  be  a  doctor,  and 
what  it  is  to  be  poor. 

BY  KEITH  H.  HAMMONDS 
Hammonds  reports  on  health  care. 
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gned  for  it  at  9:26  a.m."  You  repeat  this  to  your  client.  He  says,  "So,  how  about  this  crary  weather? 
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HERE'S  BALM 

FOR  THE  T&E  BLUES 


As  an  avid  user  of 
Quicken  for  Windows, 
the  popular  personal 
finance  software  program 
from  Intuit,  I  have  a  pretty 
good  fix  on  where  my  hard- 
earned  loot  disappears  each 
month.  By  segregating  my  ex- 
penses into  categories,  I've 
discovered,  to  my  chagrin, 
just  how  much  I've  squan- 
dered on  eating  out  and  com- 
pact disks.  But  keeping  track 
of  the  cash  I  lay  out  on  busi- 
ness trips  is  more  challeng- 
ing. Try  as  I  may  to  stuff  re- 
ceipts in  my  wallet,  I  still 
seem  to  come  up  short  at  ex- 
pense-report filing  time.  One 
solution  would  be  to  lug 
around  a  notebook  computer 
with  Quicken  on  it.  Devoted 
as  I  am  to  the  software, 
however,  it's  not  practi- 
cal to  boot  up  a  laptop 
just  to  record  the 
fare  each  time  I 
step  out  of  a  taxi. 

Now,  Intuit  has 
unleashed  a  kind  i 
of  Quicken  Lite, 
aimed  at  folks  on 
the  run  who  carry 
around  personal 
digital  assistants.  The 
scaled-down  version, 
called  Pocket  Quicken,  isn't 
yet  sold  as  a  separate  prod- 
uct. Instead,  it's  built  into 
the  new  200LX  palmtop 
computer  from  Hewlett-Pack- 
ard, as  well  as  the  handheld 
Tandy/Casio  Zoomer  PDAs  and 
the  AST  Gridpad  2390.  The 
portable  Quicken  will  also  be 
on  the  Motorola  Envoy  per- 
sonal wireless  communicator, 
once  that  device  turns  up  in 
stores,  possibly  this  fall. 

Like  its  grown-up  sibling, 
Pocket  Quicken  lets  users  set 
up  basic  checking,  credit  card, 
and  cash  accounts  to  track  ex- 
penses by  category  (food,  gas, 
rent).  To  enter  a  transaction, 
hp  users  type  in  the  payee, 
dollar  amount,  and  other-  fields 


that  appear  in  the  on-screen 
"check."  As  with  regular 
Quicken,  once  you  have  begun 
typing  a  few  characters,  the 
program  recognizes  previous- 
ly-entered names  and  fills  in 
other  data  in  the  appropriate 
fields.  Shortcut  keys  also  auto- 
mate the  process.  Users  who 
press  "T"  when  they're  in  one 
field,  for  example,  can  display 
the  current  date. 

Pocket  Quicken  lets  road 
warriors  isolate  what  they 
spend  by  trip,  client,  project, 
or  class.  A  salesperson  who 
takes  a  customer  for  dinner 


in  San  Francisco  might  cate- 
gorize the  amount  spent  as 
"dining"  and  "Bay  Area."  With 
an  optional  $119  cable  and 
software  package  for  the  HP 
200LX  and  a  $30  add-on  for 
Zoomer,  people  can  share  data 
with  desktop  Quicken. 

But  Pocket  Quicken  is  not 
nearly  as  versatile  as  regular 
Quicken.  Users  can't  track  in- 
vestments or  set  up  liudgets. 
Also  missing:  some  of  the  re- 
ports that  the  complete  prod- 
uct spits  out  (net  worth,  tax 
summaries)  and  all  of  its 
splendid  graphs.  Moreover, 


anyone  spoiled  by  full-size 
keyboards  will  find  entering 
data  into  the  HP  200LX, 
which  runs  an  MS-DOS  version 
of  Pocket  Quicken,  to  be  a  bit 
of  a  nuisance:  Only  Tom 
Thumb  could  touch-type  on 
the  thing. 

With  the  Envoy,  on  the  oth- 
er hand,  users  tap  the  screen 
with  a  pen  to  make  things 
happen.  Pocket  Quicken  ap- 
pears as  a  virtual  billfold:  Tap 
on  the  dollar  bill  that's  stick- 
ing out  of  the  wallet  to  acti- 
vate a  cash  transaction;  touch 
the  Visa  image  to  record  cred- 
it-card transactions.  You  en- 
ter spending  amounts  by  tap- 
ping an  onscreen  keyboard. 
While  I  found  the  Envoy  more 
pleasing  to  use  than  the 
200LX,  the  device  won't  fit 
into  a  pocket. 

Businesspeople  who  eschew 
PDAs  might  want  to  stick  with 
a  copy  of  Quicken  on  their 
laptops— you  can  always 
record  expenses  when 
you  retire  to  the  ho- 
tel each  evening. 
A  fine  alternative, 
QuickXpense  for 
Windows,  is  coming 
in  October  from 
Portable  Soft- 
ware. The  $99 
program  lets  us- 
ers specify  the 
type  of  expense  ac- 
count form  they 
want.  In  fact,  many 
expense  forms  from 
large  corporations  have 
already  been  loaded  into 
the  program.  If  your  compa- 
ny's form  isn't  one  of  them, 
you  can  send  a  blank  copy  to 
Portable  Software  and  the 
folks  there  will  put  it  on  a 
disk  for  you.  As  with  Quick- 
en, travelers  make  entries 
into  a  checkbook-style  regis- 
ter. Among  other  features, 
QuickXpense  can  calculate 
mileage  costs  when  you  drive 
a  car,  convert  foreign  curren- 
cy, and  itemize  each  expense 
type— telephone,  room  ser- 
vice—found on  your  hotel  bill. 
QuickXpense  will  even  alert 
you  when  it's  time  to  file  an 
expense  report.  It's  undoubt- 
edly better  to  be  hounded  by 
the  computer  than  by  your 
boss.  KB. 
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ATTITUDES 

THE  NOT-SO-POPULAR  PC 

Computer  makers  who  dre  n 
of  making  their  machines  a 
ubiquitous  as  toasters  have 
their  work  cut  out  for  them./ 
survey  by  the  public  relaticit 
firm  Porter/Novelli  found  t,H 
Americans  still  regard  com : 
puters  as  harder  to  use  thai 


LEARNING  DIFFICULTY 

(10=hardest,  1  =easiest) 
PERSONAL  COMPUTER 
VIDEOGAMES 
VCR 

MICROWAVE  OVEN 

DATA.-  PORTER/NOVELLI 


any  other  high-tech  home 
equipment.  Respondents  s 
that  microwaves,  television 
remote  controls,  and  VCRs 
were  the  electronic  produc 
that  had  the  most  beneficia 
effect  on  their  lives.  Compu 
ers  did  rank  ahead  of  cellu 
phones  and  CD  players. 

The  survey  also  found  tha 
Americans  spend  an  avera 
of  nearly  nine  hours  a  weel 
front  of  a  computer  screen 
and  9'/2  hours  on  the  phone 
However,  they  average  al 
most  20'/2  hours  watching  V 

DIRECTORIES 

LET  CD-ROM  DO  THE  WALKIN 


Want  to  find  an  old  busines 
associate— or  a  college 
flame?  Digital  Directory  As 
sistance  of  Bethesda,  Md., 
has  just  introduced  PhoneD 
for  Windows,  the  company 
first  CD-ROM  phone  director 
to  exploit  the  Windows  env 
ronment. 

Housed  on  five  separate 
disks,  the  $249  PowerFindf 
version  covers  more  than  9 
million  listings  in  the  50  stat< 
and  lets  users  conduct  their 
search  by  name,  address, 
phone  number,  or  business 
type. 


Questions?  Comments?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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-  jflost  service  providers 
offer  a  road  map. 

But  how  many  are  willing  to 
dig  in  and  help  pave  the  road? 
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To  help  you  reach  your  business 
goals,  Unisys  Services  do  more  than 
point  the  way.  We  provide  concrete 
means  for  getting  you  there.  In  fact, 
we  join  you  in  the  trenches. 

Unisys  Systems  Integration 
ties  together  all  the  elements  of 
your  information  environment. 
Unisys  Information  Planning  ser- 
vices help  you  develop  a  pragmatic, 


cus-tom-er-ize\  kus'-u-nw-rize'W 
1 :  to  make  a  company  more  responsive 
to  Us  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g..  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLI  TIONS.  REVENUE  GENERATION 


information  technology  plan;  our 
proven  approach  emphasizes  real- 
world  results.  Unisys  Education 
services  bring  out  the  best  in  peo 
pie  and  technology.  And  Unisys 

©1994  Unisys  Corporation 


Outsourcing  manages  your  opera- 
tions so  you  can  focus  on  your  core 
business. 

It's  all  based  on  our  customerize 

UNISYS 

We  make  it  happen. 


philosophy  for  creating  a  pro- 
customer  culture  fully  supported  by 
your  information  strategy. 

Call  us  at  1-800-874-8647,  ext. 
186.  Ask  how  the  down-to-earth 
approach  of  Unisys  Services  can 
help  you  drive  your  business  as  far 
as  you  want  it  to  go. 


conomic  Viewpoint 


HOW  THE  HOMELESS  'CRISIS' 
WAS  HYPED 


BY  GARY  S.  BECKER 


Yes,  more  people 
lacked  shelter  in 
the  '80s.  But  the 
oft-quoted  figure  of 
2  million  to  3  million 
is  pure  fiction,  as  its 
author  admits — and 
the  hype  has  drawn 
attention  away  from 
more  important 
problems 


GARY  S  BECKER,  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 
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n  1982,  Mary  Ellen  Hombs  and  Mitch 
Snyder,  advocates  for  the  homeless,  esti- 
mated in  their  book  Homelessness  in  Amer- 
ica: A  Farced  March  to  Nowhere  that  between 
2  million  and  3  million  people  in  the  U.  S. 
were  then  without  a  home.  The  magnitude  of 
that  figure  helped  create  a  perception  that 
the  number  of  homeless  people  was  one  of 
the  major  failures  of  U.  S.  social  programs. 

On  the  face  of  it,  such  an  assertion— imply- 
ing that  more  than  1  out  of  every  100  Ameri- 
cans in  the  1980s  had  no  place  to  live— simply 
wasn't  credible.  Indeed,  a  few  years  after  pub- 
lishing the  estimate,  Snyder  conceded  that  it 
had  no  basis  in  fact.  He  admitted  that  he  had 
simply  pulled  the  number  out  of  a  hat  to  satis- 
fy people  pressing  him  for  specificity. 

Still,  his  fabricated  estimate  was  accepted 
by  many.  Residents  of  large  cities  were  recep- 
tive in  the  early  1980s  to  exaggeration  about 
the  number  of  homeless  because  their  own 
anecdotal  evidence  was  that  a  lot  more  people 
were  sleeping  on  sidewalks  and  in  public  build- 
ings and  pushing  their  belongings  around  in 
supermarket  carts  during  the  day.  But  most 
Americans  don't  live  in  big  cities,  and  home- 
less persons  are  much  less  common  in  the 
small  cities  and  towns  scattered  throughout 
the  U.  S. 

The  implausibility  of  the  Hombs  and  Sny- 
der guesstimate  did,  however,  stimulate  ef- 
forts to  obtain  more  precise  numbers.  One  of 
the  first,  by  Peter  H.  Rossi,  then  at  the  Na- 
tional Opinion  Research  Center  in  Chicago, 
counted  the  number  of  homeless  in  Chicago  in 
the  mid-1980s  by  sending  interviewers  out  in 
the  middle  of  the  night.  They  found  about 
3,000  persons,  less  than  one-eighth  the  number 
claimed  by  some  local  homeless  advocacy 
groups.  These  groups  in  turn  attacked  Rossi 
for  being  uncaring  and  for  slanting  his  esti- 
mates toward  the  low  side.  But  his  methods 
were  much  more  scientific  than  those  used 
by  his  critics. 

urban  perception.  Rossi's  estimates  and  those 
of  others  are  carefully  reviewed  in  an  excellent 
recent  book.  The  Homeless,  by  the  sociologist 
Christopher'  Jencks.  He  shows  how  difficult  it 
is  to  define,  let  alone  estimate,  the  number  of 
people  without  homes.  But  he  concludes  that 
during  any  week  in  March,  1990— the  date  of 
the  latest  estimates— about  300,000  Americans 
were  homeless  in  the  sense  that  they  slept  ei- 
ther in  free  shelters  or  in  public  places  not  in- 
tended for  habitation,  such  as  bus  stations, 
sidewalks,  or  abandoned  buildings. 

Jencks's  review  does  indicate  that  home- 
lessness greatly  increased  over  time,  which 
surely  contributed  to  the  perception  among 


denizens  of  New  York,  Chicago,  and  ot 
large  cities  that  it  is  so  common.  The  num 
of  people  without  a  home  seems  to  have  n 
than  doubled  from  the  late  1970s  to  the  : 
1980s,  and  probably  increased  in  the  1 
and  1970s  as  well,  but  it  does  not  see: 
have  grown  much  during  the  latter  hal 
the  1980s. 

Contrary  to  another  myth  propagated 
television  and  homeless  advocates,  fami 
with  children  make  up  less  than  one-fift 
the  homeless  population— the  rest  are  ma 
single  males— and  virtually  all  families 
overnight  in  shelters.  Even  people  who  si 
on  the  streets  or  in  public  places  gener 
can  go  to  shelters— unpleasant  as  they 
be— if  they  choose. 

Jencks  provides  a  good  analysis  of 
homelessness  increased  over  time  and  ma| 
sensible  suggestions  for  reducing  its  incid 
and  increasing  the  fraction  who  sleep  in  s 
ters.  However,  I  am  not  concerned  here 
the  causes  and  cures  of  homelessness  but 
advocacy  groups'  ability  to  convince  a  gull 
public  and  media  that  homelessness  had 
come  a  huge  problem  in  America. 
common  sense.  In  fact,  the  rather  small 
of  the  homeless  population  in  reliable 
mates  indicates  that,  although  the  growt 
homelessness  is  disturbing,  it  has  been  a  m) 
less  serious  social  trend  than  several  ot 
that  received  little  attention  until  the 
few  years.  Those  include  the  rapid  escala 
in  the  '60s  and  '70s,  especially  in  cities 
robbery  and  other  crimes  against  persons, 
sharp  fall  during  the  past  two  decades  in 
earnings  of  high  school  dropouts,  and  the 
lapse  in  the  quality  of  inner-city  schooling 

The  public  is  constantly  bombarded 
exaggerated  claims  not  only  about  the  nui 
of  homeless  but  about  many  other  subje] 
such  as  the  number  of  people  who  will 
AIDS,  the  financial  savings  from  radical  ch 
es  in  the  health-care  delivery  system,  the  d 
age  to  health  from  various  ingredients  ad 
to  foods,  and  the  size  of  the  world  popula 
in  the  year  2050.  It  isn't  easy  to  assess  the 
lidity  of  confident  assertions  on  complicatec  % 
sues,  but  two  common-sense  cheeks  often  1 
in  gaining  perspective.  An  obvious  one  is  to 
sess  whether  persons  making  the  claim  g 
any  advantage  from  exaggeration.  A  secc  Ser 
more  difficult  one  is  to  look  at  the  basis 


the  claims,  since  even  a  little  digging  often  ( 
veals  the  shallowness  of  their  foundations, 
If  early  assertions  about  the  incidenc 
homelessness  had  been  examined  in  this  v 
Snyder  and  others  could  not  have  so  b 
misled  the  American  public. 


The  new 
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FAX.  COPIER.  LASER  PRINTER. 

ONE  MACHINE. 
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he  world  leader  in  digital  technology  leads  the  way  again. 
The  new  multi-functional  RICOH  MV715  —  the  beginning 
f  a  new  machine  age.  You  will  marvel  at  the  MV715's 
iser  plain  paper  fax  capabilities,  including  memory 
ogradable  to  a  massive  1,200  pages.  You  can  even  send 
ixes  of  book  pages  and  other  3-D 
won    objects  by  simply  placing 
£3    them  on  the  exposure  glass. 

-j  And  since  this  machine  is 
■HRI  also  a  digital  copier,  you're 


THE  NAME  TO  KNOW 


men 


outputting  copies  so  close  in  quality  to  the  original,  you'll 
have  to  look  twice.  Plus  the  MV715  can  also  function  as  a 
PC-connectable  laser  printer  emulating  the  HP  LaserJet'8  NIP 
with  PCL5. 

The  RICOH  MV715— three  functions  in  one  compact  unit. 

It's  where  office  equipment  is  heading. 
To  find  out  where  you  should 
be  heading,  just  call  1-800- 
63-RICOH  for  the  Ricoh  dealer 
nearest  you.  USA^i^ 


Official  Copier  and  Fax 


helping  ¥)urs 
ivloney  Carit. 


Up  the  road  ahead,  there  are  some  challenging  opportu- 
nities for  your  business.  And  money  alone  can  only  take  you 
so  far.  When  you  need  help  beyond  creative  financing,  we 
can  make  sure  you  re  headed  in  the  right  direction.  After 
all,  we  get  involved  in  areas  most  financial  service  compa- 
nies ivouldn 't  dream  of  to  provide  real  value.  Like  helping 
a  major  shipping  company  establish  a  distribution  network 
to  ensure  adequate  spare  parts  availability.  Or  helping  a 
leading  mortgage  company  make  housing  more  affordable 
for  low-income  families  and  dramatically  increasing  its 
affordable  lending. 

At  GE  Capital,  we're  24  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products 
and  services  that  help  make  your  dollar  worth  more  than  a 
dollar.  If  you're  looking  for  some  smart  business  help,  call 
1-800-243-2222.  And  let  us  give  you  a  few  of  the  things 
money  can't  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours" 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  REAL  ESTATE  ■  COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP 
EMPLOYERS  REINSURANCE  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •  GNA  -  KIDDER.  PEABODY 
MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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IN  FAST-GROWING  ASIA, 
JAPAN  IS  LEAVING 
THE  U.S.  IN  THE  DUST 

While  the  U.  S.  cranks  up  pressure 
on  Japan  to  open  up  its  markets 
to  American  exports,  U.  S.  companies 
appear  to  be  missing  the  boat  on  an 
even  bigger  prize:  the  dynamism  of 
Asia's  far  larger  and  more  rapidly  ex- 
panding emerging  markets. 

Already,  notes  economist  C.  Michael 
Aho  of  Prudential  Securities  Inc.,  the 
Asia/Pacific  region  accounts  for  56%  of 
the  world's  population.  In  25  years, 
that's  projected  to  grow  to  62%— boost- 
ing Asia's  population  by  as  many  as  2.5 
billion  additional  consumers.  Moreover, 
since  1986,  many  Asian  economies  have 
been  expanding  at  a  breakneck  6%  to 
7%  annual  rate,  compared  with  2%  to 
3%  in  Latin  America. 

More  and  more,  says  Aho,  Japan  is 
the  dominant  player  among  industrial 
nations  active  in  the  region.  In  recent 


JAPAN'S  GROWING  EDGE 
IN  ASIAN  MARKETS 
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'INCLUDES  SOUTH  KOREA,  HONG  KONG,  SINGAPORE,  INDONESIA, 
THE  PHILLIPINES,  MALAYSIA,  THAILAND,  TAIWAN,  AND  CHINA 
DATA:  INTERNATIONAL  MONETARY  FUND 


years,  Tokyo  has  given  the  area  more 
than  twice  the  foreign  aid  provided  by 
Washington.  And  Japan's  assistance  has 
stressed  infrastructure  and  industrial 
projects— an  emphasis  that  builds  ties 
between  its  industrialists  and  local  elites. 

More  important,  while  Asia's  share 
of  U.  S.  direct  investment  in  overseas 
regions  is  around  13%,  its  share  of 
Japan's  overseas  investment  since  198!) 
has  jumped  from  12%  to  20%.  And  Japa- 
nese companies  have  concentrated  on 
j    factories  and  distribution,  whereas  more 
I   than  half  of  U.  S.  investment  has  been  in 
|   petroleum,  a  depletable  resource. 
5       The  upshot  is  that  Japan's  exports  to 
y   Asia  are  exceeding  America's  exports 


to  the  region  by  an  ever-widening  mar- 
gin (chart).  Indeed,  Japan's  trade  surplus 
with  Asia  is  now  almost  as  large  as  its 
surplus  with  the  U.  S. 

Given  the  geographical  proximity,  it's 
only  natural,  says  Aho,  that  the  U.  S. 
should  seek  to  expand  trade  and  invest- 
ment with  Latin  America.  But  China 
alone  has  more  than  three  times  the 
population  of  Brazil,  Mexico,  Colombia, 
Argentina,  Venezuela,  and  Chile  com- 
bined. And  many  Asian  nations  are  al- 
ready technologically  advanced,  with 
highly  educated  workforces  and  growing 
middle  classes.  "If  American  businesses 
don't  wake  up,"  warns  Aho,  "they  will 
lose  their  chance  to  cash  in  on  the 
world's  greatest  growth  market." 


SWEATERS,  UMBRELLAS, 
AND  SHOPPING  SEEM 
TO  CO  HAND  IN  HAND 

When  the  weather  turns  rainy  and 
chilly,  do  you  reach  for  your  com- 
forter—or your  credit  card?  Unusual 
though  it  may  seem,  extremely  wet  and 
cool  weather  spurs  consumers  to  spend. 
That,  at  least,  is  the  finding  of  Michael 
P.  Niemira,  chief  economist  at  Mitsubishi 
Bank  Ltd.,  which  will  be  publishing  his 
monthly  Weather-Economic  Barometer. 

Niemira  looked  at  data  from  the  Com- 
merce Dept.'s  National  Climatic  Data 
Center  and  formulated  the  web,  which 
measures  the  percentage  of  the  48  con- 
tiguous states  in  the  U.  S.  experiencing 
abnormally  cool  and  wet  weather.  The 
higher  the  index,  the  more  the  states 
that  are  suffering  snow,  rain,  and  chill. 

Not  only  does  Niemira  find  a  correla- 
tion between  shifts  in  the  weather  and 
shifts  in  consumer  spending  but  he  goes 
on  to  calculate  that  the  trend  explains 
25%  of  the  changes  in  consumer  spend- 
ing. And  a  shift  in  the  web  prefigures 
changes  in  outlays  for  as  long  as  eight 
months.  Niemira  isn't  exactly  sure  why 
rain  or  frost  cause  people  to  spend,  but 
he  speculates  that  keeping  warm  is  a 
factor.  "If  it's  cooler,  the  weather  trig- 
gers more  energy  use,"  he  notes.  "And  it 
is  more  conducive  to  shopping  for  heavi- 
er clothing." 

So  then  what  is  the  Mitsubishi  Bank's 
WEB  saying  about  consumers'  shopping 
habits  during  the  next  eight  months? 
Niemira  says  the  drop  in  the  index  since 
the  beginning  of  1994  suggests  that 
spending  will  slow  into  1995.  And  "that 
comes  at  a  critical  time  for  the  econo- 
my," he  adds,  since  inventory  overhangs 
and  higher  interest  rates  are  already 
reining  in  growth.  In  other  words,  retail- 
ers cannot  just  worry  about  tax  hikes, 


slower  job  growth,  or  higher  intere 
rates  as  drags  to  consumer  spendin 
Now,  they  have  to  fear  global  warmir 
as  well.  By  Kathleen  Madigc 


NEVER  MIND  THE 
INDEXES— A  LOT  OF 
STOCKS  GOT  POUNDED 


PUBLIC-WORKS  OUTLAYS 

DON'T  DO  MUCH 

TO  GOOSE  PRODUCTIVITY 

In  recent  years,  economists  have  pa 
increasing  attention  to  the  econom 
impact  of  infrastructure  spending— go( 
old-fashioned  public  works.  Some  econ 
mists  argue  that  the  drop-off  in  publ 
spending  on  roads,  bridges,  and  the  lil 
over  the  past  two  decades  had  a  larj 
negative  impact  on  U.  S.  productiviil 
growth  in  the  1970s  and  1980s.  But  in 
recent  National  Bureau  of  Economic  R 
search  paper,  economists  Douglas  Holt 
Eakin  of  Syracuse  University  and  An 
Ellen  Schwartz  of  New  York  Universi'> 
cast  doubt  on  the  relationship.  They  d 
veloped  a  growth  model  to  analyze  tl 
impact  of  public  capital  accumulation  ( 
productivity  and  then  studied  the  exp 
rience  of  the  48  contiguous  states  b 
tween  1971  and  1986.  Their  conclusion 
that  public-works  outlays  aren't  signi: 
cant  in  explaining  the  growth  rates 
states.  By  Christopher  Fam 


Don't  be  overly  impressed  by  the  r 
silience  of  the  blue-chip  stock  av 
ages  in  the  past  few  months,  cautio 
economist  Douglas  Ramsey  of  SCI  Capi 
Management  Inc.  in  Cedar  Rapids,  Io~~ 
"The  average  stock,"  he  says,  "h 
undergone  a  brutal  correction  this  yea" 
From  their  July,  1993,  to  Februar 
1994,  peaks  through  July  31  of  this  ye* 
the  best-known  stock  indexes  have  re 
istered  declines  from  about  5%  to  10 
But  these  numbers  are  deceptive,  not 
Ramsey.  He  calculates  half  the  stoe 
on  the  American  Stock  Exchange  a 
in  the  NASDAQ  market  posted  declines 
at  least  22%  and  27%,  respectively.  I 
deed,  a  quarter  of  all  NASDAQ-trad 
stocks  were  down  50%  or  more. 

In  periods  of  rising  interest  rates  a 
tighter  liquidity,  explains  Ramsey,  "inv 
tors  retreat  to  the  highly  liquid  large- 
stocks."  Right  now,  he  thinks  the  mark 
may  be  regaining  some  breadth  in  hop 
that  slowing  economic  growth  preclud 
more  rate  hikes.  "But  if  the  Fed  tighte 
further,  the  stocks  of  many  smaller  co" 
panies  could  be  clobbered  again." 
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[    Our  pilots  have  to  fly 
over  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days. 
Which  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
around  the  world  about  forty  times.  (And  that 
was  before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
the  best.  That's  why  we  use  the  very  latest  in 
aviation  technology.  Including  one  of  the  most 
modern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
1-800-438-5000.  We'll  go  out  of  our  way  for  you. 


KSREANAIR 

Fly  the  spirit  of  dedication." 
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If  no  two  people  are  exactly  alike, 
then  no  two  companies  can  be  either.  Which 
is  why  at  Blue  Shield  of  California  we 
provide  companies,  and  the  people  who  work 
for  them,  with  affordable  options. 

In  this  case,  14,688  of  them.  That's 
how  many  specialists  a  primary  care 
physician  can  refer  you  to  in  The  Blue  Shield 
HMO.  Which  happens  to  be  one  of  the 
largest  networks  in  the  state.  That  means 
each  employee  in  a  400-person  company 
could  actually  go  to  a  different  gastroen- 
terologist.  (Though  we  sincerely  hope  they 
never  need  to.) 

If  you'd  like  to  know  more,  call 
your  broker,  consultant  or  1-800-910-1010. 

Because  no  matter  how  many  people 
are  in  your  company,  we  can  provide 
enough  options  to  make  everyone  happy. 

Wliich  just  goes  to  show  you,  our 
company  is  different  too. 

THE  SHIELD  HEALTH  PLANS 
Blue  Shield        of  California* 

We  make  a  difference. 


*An  Independent  Member  of  the  Blue  Shield  Association. 
©  1994  Blue  Shield  of  California. 


Wh\  E  N  YOU  WERE 
in  COLLEGE, 
LATE  at  NIGHT,  DID 
YOU  EVER  DREAM  of 

MAKING  IT  SMALL? 


If  you  have  a  small  business  you  would  like  to  expand,  come  to 
First  Interstate  Bank.  Well  work  with  you,  not  against  you,  and 
we  have  a  variety  of  small  business  loans  and  lines  of  credit  to  help 
finance  your  dreams.  Especially  if  they  tend  to  be  of  the  big  variety. 


Small  business  loans  /^temporarily  small  businesses. 


0  i  1994  First  Interstate  Bank 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


pROWTH  IS  DOWN, 
tUT  NOT  OUT 


CONSUMERS 
LOOK  WINDED 


rhe  key  question  about  the  U.  S.  economy  right  now 
is  not  "Is  the  economy  slowing  down?"  It's  "How 
much?"  The  way  the  third  quarter  is  shaping  up, 
owth  may  struggle  to  reach  2%,  and  it  might  end  up  be- 
*  less  than  that. 

Of  course,  the  economy's  fundamentals,  such  as  con- 
mer  incomes  and  corporate  profits,  remain  solid,  sug- 
sting  that  any  growth  swoon  this  quarter  is  not  a  pre- 
ie  to  a  lasting  malaise.  But  the  third  quarter,  at  least, 
off  to  a  poor  start.  July  readings  for  real  consumer 
ending  and  factory  orders  both  fell,  and  the  leading  in- 
:ators  were  flat.  August  retail  sales  look  uninspiring, 
d  consumer  confidence  dipped. 

The  numbers  say  that  overall 
demand  in  the  third  quarter  has 
no  bounce  following  its  weak  sec- 
ond-quarter showing.  The  Com- 
merce Dept.'s  revisions  to  last 
quarter's  gross  domestic  product 
put  growth  in  real  final  sales  of 
all  goods  and  services  at  a  paltry 
annual  rate  of  only  1.4%,  a  bit 
lower  than  the  1.5%  pace  first 
reported. 

Commerce  left  its  original 
ading  for  second-quarter  real  GDP  largely  unchanged.  It 
ivised  growth  to  a  3.8%  annual  rate  from  3.7%,  despite 
e  more  substantial  upshift  generally  expected.  However, 
e  latest  data  also  left  the  huge  inventory  buildup  intact— 
:tually  increasing  the  accumulation  slightly,  to  a  $56.3  bil- 
)n  rate,  the  largest  quarterly  growth  in  &A  years. 
However,  inventories  cannot  rise  at  that  rate  for  very 
ng.  If  stockpiles  grow  at  a  slower  but  more  sustain- 
)le  $30  billion  pace  this  quarter,  that  would  subtract 
Dout  two  percentage  points  from  GDP  growth.  If  so,  the 
imainder  of  GDP,  final  sales,  would  have  to  rise  4%  for 
le  third  quarter  to  manage  a  mere  2%  advance. 

RATE  HIKES  The  trouble  is,  demand  is  not  growing 
ARE  BITING    anywhere  near  that  fast.  That's  especially 

INTO  true  in  the  consumer  sector,  which  is  two- 

DEMAND       thirds  of  final  sales  (chart).  Real  consumer 

sending  in  July  fell  0.2%  from  June,  putting  quarterly 

rowth  so  far  at  only  a  0.5%  annual  rate.  Just  to  reach 
modest  2.5%  pace  for  the  quarter,  monthly  real  outlays 

'Ould  have  to  rise  a  hefty  0.5%  in  both  August  and 

eptember. 

That  seems  highly  unlikely.  August  surveys  of  retailers 
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show  encouraging  gains  from  a  year  ago,  but  not  much 
strength  compared  with  July.  In  particular,  the  Johnson 
Redbook  Report's  sampling  of  department  and  chain  stores 
showed  August  sales  up  8.7%  from  last  year  but  down 
1.1%  from  the  previous  month. 

Higher  interest  rates  have  had  their  biggest  impact 
on  sales  of  homes,  cars,  and  other  durable  goods.  Real  con- 
sumer purchases  of  durables  fell  1.1%  in  July,  mainly  re- 
flecting lower  car  sales.  Sales  of  cars  and  light  trucks  have 
fallen  for  four  consecutive  months,  suggesting  that  the 
weakness  reflects  more  than  just  supply  shortages  of 
popular  models. 


OPTIMISM  HITS 
A  PLATEAU 


100 


I BUILDERS'  Rising  rates  have  clearly  hit  home  buying. 
HOPES  FOR  Although  sales  of  new  single-family  homes 
SALES  ARE  r0se  8.3%  in  July  to  an  annual  rate  of 
WANING  664,000,  they  had  dropped  11.4%  in  June. 
July  sales  are  about  even  with  the  second-quarter  pace, 
which  had  fallen  from  the  first-quarter  level,  and  that 
was  down  from  1993's  fourth-quarter  peak.  Existing-home 
sales  slid  0.3%  in  July. 

Although  higher  mortgage  rates  have  cut  some  buyers 
out  of  the  market,  others  are  getting  around  higher  bor- 
rowing costs  by  bargaining  harder  or  settling  for  less.  The 
increases  in  prices  for  both  new  and  existing  homes  have 
slowed  markedly.  In  July,  in  fact,  the  median  price  of  a 
new  home  was  below  the  selling  price  a  year  earlier. 

Little  wonder  that  builders' 
optimism  is  waning.  The  num- 
ber of  builders  who  expect 
"good"  home  sales  in  August  held 
at  the  July  rate  of  32%  after 
dropping  steadily  during  the  past 
several  months  from  a  high  of 
72%  in  November,  1993,  says  the 
National  Association  of  Home- 
builders. 

Consumers'  spirits  are  also 
flagging  a  bit  under  the  uncer- 
tainty over  the  impact  of  the  Federal  Reserve's  rate 
hikes,  along  with  continued  worries  about  job  security.  The 
Conference  Board's  index  of  consumer  confidence  dipped 
2.3  points,  to  89,  in  August,  the  second  consecutive  decline 
(chart).  Households  gave  less  optimistic  assessments  of 
both  their  present  situations  and  their  expectations  six 
months  down  the  road. 

The  combination  of  a  slower  pace  of  consumer  spending 
and  the  big  inventory  buildup  at  retailers  and  wholesalers 


CONSUMER 
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appears  to  be  falling  back  on  the  manufacturing  sector. 
Factory  orders  for  both  durable  and  nondurable  goods  fell 
2.3%  in  July,  the  largest  drop  in  2%  years  (chart).  Even  ex- 
cluding the  month's  unusually  large  order  declines  in  au- 
tos  and  aircraft,  bookings  were  still  weak. 

Moreover,  factory  inventories 
jumped  0.9%  in  July,  the  largest 
increase  in  3lA  years,  with  fin- 
ished goods  accounting  for  most 
of  the  increase.  That's  the  first 
hint  that  production  is  running 
ahead  of  demand,  portending  a 
slowdown  in  factory  production 
this  fall. 

Weaker  ordering  was  one  rea- 
son for  the  flat  reading  in  the 
composite  index  of  11  leading  in- 
dicators in  July.  The  index,  designed  to  project  the  econ- 
omy's pace  in  the  coming  months,  has  gone  nowhere  since 
March— another  sign  that  the  economy  is  due  for  slower 
growth. 

I WHY  THE  Of  course,  all  this  doesn't  mean  that  the 
EXPAHSIOH  expansion  is  headed  down  the  tubes.  Two 
IS  HOT  IH  favorable  trends  are  supporting  both  con- 
TROUBLE  sumers  and  businesses:  Solid  job  growth  is 
buoying  household  incomes,  and  rising  profit  margins  are 
boosting  corporate  earnings.  These  patterns  will  sustain  a 
moderate  if  slower  pace  of  economic  growth  heading  into 
1995. 

In  particular,  corporate  profits  continue  to  exceed  expec- 
tations. By  Commerce's  accounting,  before-tax  operating 
earnings,  which  adjust  for  changing  inventory  values  and 
for  the  difference  between  tax-  and  replacement-cost  ac- 
counting, jumped  7.7%  in  the  second  quarter,  to  an  annu- 
al rate  of  $547.3  billion,  a  gain  of  15.7%  from  a  year  ago. 

Moreover,  because  of  efforts  to  control  costs  and  en- 
hance productivity,  profit  margins  continue  to  rise.  Oper- 


ating profits  of  nonfinancial  companies  as  a  percentage 
real  output  rose  to  12.8%  last  quarter,  a  record  hi^ 
(chart). 

The  strength  in  profits  partly  explains  the  stock  ma| 
ket's  summer  rally.  But  more  important,  signs  that  tlj 
economy  is  slowing  to  a  moderate,  noninflationary  pa 
mean  that  the  Federal  Reserve  will  not  be  hiking  interej 
rates  again  any  time  soon.  That  removes  a  big  cloud  of 
certainty  that  had  been  hanging  over  investors. 

The  bottom  line  for  consumers  isn't  skimpy,  eithd 
Personal  income  climbed  a  healthy  0.5%  in  July  as  wag§ 
and  salaries  scored  another  solid  gain.  After  taking  ol 
taxes  and  inflation,  real  disposable  earnings  rose  0.2%.| 

The  problem  is  that  consumer  spending  has  been  groi 
ing  faster  than  income.  In  the  second  quarter,  real  incorip 
grew  a  respectable  2.8%  from  a  year  ago,  but  real  outlay 
rose  3.5%.  The  same  thing  happened  in  the  previous  ye<5 
income  up  2.2%,  spending  up  3.4%. 

That  imbalance  is  a  big  rea- 
son why  consumers  are  begin- 
ning to  slow  their  spending  and 
add  to  their  savings.  Of  course, 
the  underlying  pace  of  incomes 
remains  supportive  of  modest 
growth,  which  is  why  the  econo- 
my is  hardly  in  any  danger  of 
recession. 

In  fact,  once  the  inventory 
overhang  is  pared  down,  demand 
will  be  the  prime  force  in  deter- 
mining output.  And  because  companies  and  consumed 
can  depend  on  healthy  earnings,  economic  growth  coifl 
very  well  bounce  back  to  3%  or  so  in  the  fourth  quart! 

So  when  Commerce  reports  on  third-quarter  GDP  B 
late  October,  don't  panic.  In  fact,  be  happy  knowing  tltt 
the  Fed,  which  meets  shortly  after  the  number  conf 
out,  is  likely  to  have  little  justification  for  putting  thro 
another  hike  in  interest  rates. 


HO  MARGIN 
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THE  WEEK  AHEAD 


VEHICLE  SALES 


Tuesday,  Sept.  6 

Sales  of  domestically  made  cars  and  light 
trucks  likely  rose  to  an  annual  rate  of 
11.9  million  in  August,  after  falling  5.7% 
in  July,  to  an  annual  rate  of  11.6  million. 
That's  the  median  forecast  of  economists 
surveyed  by  MMS  International,  a  divi- 
sion of  McGraw-Hill  Inc.  The  July  drop 
reflected  low  inventories  of  popular  mod- 
els as  well  as  the  slowdown  in  consumer 
spending. 

UNEMPLOYMENT  CLAIMS  

30  cum. 

unemployment  ben- 


Thursday,  Sept.  8,  8: 
New  claims  for  state 
efits  probably  bounct         k  up  during 


the  week  ended  Sept.  3  from  the  322,000 
filed  during  the  week  ended  Aug.  20. 
Claims  have  been  trending  lower  since 
July,  but  seasonal  work  is  now  ending 
for  many  employees. 

CAPITAL  SPENDIHC  PLANS  

Thursday,  Sept.  8,  8:30  a.m. 
The  Commerce  Dept.'s  summer  survey 
of  capital  budgets  will  probably  show 
that  businesses  still  intend  to  increase 
their  spending  on  new  plants  and  equip- 
ment by  about  8.3%  for  1994.  Most  of 
the  increase,  however,  likely  took  place 
in  the  first  half  of  this  year,  with  outlays 
projected  to  rise  only  slightly  in  the  last 
two  quarters.  Capital  spending  advanced 
7.1%  in  1993. 


IHSTALLMEHT  CREDIT 


Thursday,  Sept.  8 

The  MMS  median  forecast  is  that  cl 
sumers  added  an  additional  $9  billion* 
their  debt  loads  in  July.  Credit  II 
mushroomed  by  more  than  $10  bill)] 
in  each  of  the  preceding  four  months^ 

PRODUCER  PRICE  IHDEX  

Friday,  Sept.  9,  8:30  cum. 
Producer  prices  of  finished  goods  pri 
ably  rose  0.4%  in  August  on  top  o| 
large  0.6%  rise  in  July,  say  the 
economists.  Higher  energy  prices  cat 
both  increases.  Excluding  food  and  nil 
producer  prices  likely  rose  0.3%  in  \ 
gust  after  a  mere  0.1%  gain  in  July. 


w 
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It's  not  just  a  letter.  It's  a  way  to  get  work  done. 


The  letter  is  X.  The  company  is  Xerox.  And 
he  story  is  all  about  change. 

Change  is  something  we're  comfortable  with 
it  Xerox.  It's  what  we've  been  doing  since  the  clay 
ve  created  the  first  copier,  and  changed  forever 
he  way  people  work  with  documents. 

Indeed,  we've  built  our  business  by  following 
he  document  wherever  it  takes  us.  Today,  few 
hings  in  business  change  as  fast  as  the  document, 
t  begins  on  a  computer  screen.  It  moves  around 
he  world  on  interactive,  electronic  networks.  It 
exists  in  multimedia  environments.  It  can  be 
canned,  stored,  retrieved,  revised,  distributed, 
)rinted  and  published  where,  when  and  how  you 
vant  it. 

In  short,  the  document  is  constantly  moving 
rom  digital  form  to  paper,  and  back  again.  Which 
s  why  now,  more  than  ever,  our  mission  as  The 
)ocument  Company  is  clear:  to  put  together  the 
nnovative  document  services  you  need — the  sys- 


tems, solutions,  products  and  people — to  make 
your  business  more  productive. 

It  is  also  why  this  new  "digitized"  X  is  more 
than  a  letter  to  us.  It  is  a  symbol  of  change  and 
vitality  in  the  newly  emerging  digital  world.  It 
represents  everything  we  do  to  help  you  get  your 
work  done,  and  make  your  life  at  work  a  little 
more  satisfying  and  rewarding. 

We'll  be  using  this  new  symbol  in  many  differ- 
ent ways,  so  keep  your  eyes  open  for  it. 

For  us,  it  signals  the  next  step  in  a  long  Xerox 
tradition  of  taking  the  first  step  into  QQQ 
the  future.  And  in  a  world  that  won't 
stop  changing,  that's  still  the  most  pro 
ductive  step  anyone  can  take. 


The 
docl  ment 
Com  pany 
XEROX 


the  document  company 

XEROX 


EROx»  and  The  Document  Company*  and  the  stylized  X  are  trademarks  of  XEROX  CORPORATION  36  USC  380 
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MERGERS  TODAY, 
TROUBLE  TOMORROW? 

IT  MAY  LOOK  LIKE  THE  '80s,  BUT  FOR  LOTS  OF  REASONS,  IT'S  A  WHOLE  NEW  DEAL 


Telecommunications.  Defense.  Rail- 
roads. Pharmaceuticals.  Retailing. 
Health  care.  Banking.  Entertain- 
ment . . . 

The  list  seems  endless.  A  stampede  of 
deals,  unmatched  in  number  and  scale 
since  the  heyday  of  junk-bond-financed 
takeovers  in  the  late  1980s,  is  sweep- 
ing through  Corporate  America.  On 
Aug.  29,  drugmaker  SmithKline  Bee- 
cham  PLC  announced  it  would  plunk 
down  $2.93  billion  for  Eastman  Kodak 
Co.'s  over-the-counter  products  unit.  The 
very  next  day  came  a  real  blockbust- 
er: Lockheed  Corp.  agreed  to  combine 
with  Martin  Marietta  Corp.,  forming  a 
defense  giant  with  sales  of  $23  billion. 

Add  those  two  to  the  heap,  and  cor- 
porate dealmeisters  have  engineered 
close  to  $210  billion  worth  of  mergers 
and  acquisitions  so  far  this  year,  accord- 
ing to  Securities  Data  Co.  Driven  by 
massive  technological  change,  interna- 
tional competition,  deregula- 


tion and— above  all— the  incessant  de- 
mand to  cut  costs,  announced  transac- 
tions by  yearend  should  approach  the 
1988  record  of  $336  billion.  Even  greater 
consolidation  is  likely  in  the  years  ahead. 
Proclaims  Harvard  business  school  pro- 
fessor Michael  C.  Jensen:  "We're  going 
through  a  third  industrial  revolution," 
marked  by  efforts  to  eliminate  excess 
capacity. 


The  M&A  whirlwind  calls  to  mind  p 
eras  of  consolidation:  the  merger-r 
1920s,  the  conglomerate-building  19(  s.  Ii 
and  1970s,  the  leveraged-buyout-cras  'e 
1980s.  And  it  raises  many  of  the  sa 
questions.  Will  combinations  within 


dustries  reduce  competition  and  dr 


up  prices?  Could  mergers  undermine 
novation?  Should  the  federal  gove 
ment  be  taking  more  aggressive  ai  ij 


WHERE  THE 
ACTION  IS 

Annual  value  of 
announced  mergers  12' 
and  acquisitions 
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ust  measures?  And,  most  vexing  of 
I,  do  these  deals  really  work? 
This  dealmaking  era  is  undoubtedly 
fferent  than  previous  ones.  Increased 
ze,  for  instance,  no  longer  ensures  a 
>mpany  the  ability  to  monopolize.  In- 
»ed,  global  competition  has  dramatical- 
reduced  the  ability  of  companies  to 
ntrol  pricing  in  any  national  market, 
nd  low  barriers  to  entry— such  as 
eap  capital  and  excess  capacity— along 
ith  rapid  technological  change,  render 
ly  dominant  market  position  fragile. 
Take  the  tire  industry.  Despite  huge 
nsolidation  during  the  late  1980s,  the 
ree  largest  companies,  which  control 
ore  than  half  of  the  market,  have 
rgely  been  unable  to  enforce  price 
kes.  In  that  industry  and  others,  says 
tgoing  Continental  Bank  Corp.  Chair- 
an  Thomas  C.  Theobald,  "the  opportu- 
iy  to  monopoly-price  is  pretty  damn 
nited." 

Instead,  companies  are  more  likely  to 
tnbine  these  days  to  gain  a  place  in 
?hly  competitive  national  or  interna- 


tional markets.  BankAmerica  Corp.'s 
$1.9  billion  acquisition  of  Continental, 
set  to  close  on  Aug.  31,  already  has  giv- 
en it  access  to  Midwestern  customers. 
Reliance  Electric  Co.  cited  its  need  for 
muscle  to  conquer  foreign  markets  as 
one  motivation  for  its  $1.39  billion  mer- 
ger with  General  Signal  Corp.,  an- 
nounced Aug.  30.  Says  Reliance  Treasur- 
er John  D.  Hutson:  "It  should  be  easier 
for  a  $3.5  billion  company  to  move  over- 
seas than  a  $1.5  billion  company." 

The  new  competitive  environment 
may  explain  the  Clinton  Administra- 
tion's low  antitrust  profile.  In  health 
care  and  defense,  the  Administration  is 
encouraging  consolidation  to  wring  out 
costs.  Still,  "we'll  do  something  if  we 
see  a  merger  that  will  adversely  af- 
fect market  share  and  that  may  hurt 
consumers  down  the  road,"  declares 
Steven  C.  Sunshine,  the  Justice  Dept.'s 
deputy  assistant  attorney  general  for 
antitrust. 

Indeed,  federal  antitrust  agencies  in- 
sist they  are  becoming  more  aggressive. 
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Last  year,  the  Justice  Dept.  intervened 
in  20  mergers,  up  from  an  average  of  8 
to  10  in  the  Bush  years.  One  concern: 
vertical  integration.  That's  what's  driv- 
ing the  Federal  Trade  Commission's  ex- 
amination of  pharmaceutical  giant  Eli 
Lilly  &  Co.'s  pending  $4  billion  combina- 
tion with  drug  distributor  PCS  Health 
Systems  Inc.  But  the  feds  didn't  act  in 
similar  purchases  by  rivals  Merck  &  Co. 
and  SmithKline.  Now,  regulators  have 
become  anxious  that  drugmakers  could 
exercise  undue  control  over  the  market 
for  their  product  by  controlling  major 
distributors. 

harder  they  fall?  Regulators  concern 
themselves  less  with  a  deal's  actual  ef- 
fectiveness. Historically,  though,  it  has 
proved  exceedingly  difficult  to  pump  up 
profits  by  merging.  University  of  Chica- 
go finance  professor  Steven  N.  Kaplan 
says  49%  of  acquisitions  made  between 
1971  and  1982  were  divested,  many  be- 
cause they  failed  to  work.  usAir  Group 
Inc.,  for  instance,  snatched  up  regional 
rivals  during  the  1980s,  expecting  to 
gain  some  measure  of  pricing  control 
and  to  boost  profits  from  increased 
volumes.  Instead,  the  difficulty  of  com- 
bining operations  and  the  advent  of  nim- 
bler rivals  has  forced  the  carrier  to  re- 
structure. 

Heightened  shareholder  involvement, 
plus  new  technology  that  will  help  com- 
panies wring  new  efficiencies,  may  make 
this  round  of  dealmaking  different.  Take 
hospital  giant  Columbia/HCA  Healthcare 
Corp.  The  196-hospital  chain,  the  product 
of  two  mergers  in  the  past  year,  already 
is  enjoying  the  benefits  of  consolidation. 
Chief  Operating  Officer  David 


Will  innovation 
suffer?  The  feds  will 
be  watching 
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T.  Vandewater  notes  that  efforts  to  slash 
supply  costs— a  result  of  added  purchas- 
ing power— helped  boost  operating  mar- 
gins during  the  first  half  of  1994  to 
20.2%  from  19.5%  in  last  year's  second 
quarter. 

Food  wholesalers  report  similar  ben- 
efits. In  June,  the  nation's  second-largest 
grocery  wholesaler,  Fleming  Cos., 
agreed  to  buy  the  third-largest,  Scrivn- 


er  Inc.,  for  $1  billion.  Fleming  Executive 
Vice-President  Gerald  G.  Austin  expects 
to  cut  $90  million  from  the  companies' 
combined  selling  and  administrative 
costs  by  1997— savings  that  will  fall  to 
Fleming's  bottom  line.  The  transaction 
should  also  boost  Fleming's  borrowing 
power  so  it  can  invest  in  technology 
and  new  facilities. 

Will  the  new  Lockheed  Martin  Corp. 


reap  similar  gains'?  It  will  be  years 
fore  we  know  for  sure  what  that  mer 
er  and  others  will  yield.  What  we 
know  is  that  there  will  certainly  be  ot| 
ers.  In  airlines.  Publishing.  Food.  Cc 
suiting.  Computers.  .  .  . 

By  Kevin  Kelly  and  Richard  A.  Mel 
er  in  Chicago,  with  Zachary  Schiller 
Cleveland,  Catherine  Yang  in  Washingt 
and  bureau  reports 


DEALS  I 


'THIS  IS  GOING  TO  BE 

THE  BIGGEST  KAHUNA  AROUND' 


Rivals  are  reeling  in  the  wake  of  the  Martin  Marietta/Lockheed  merger 


^k^M^j^l  After  sealing  the 
■IV  v\^A    megadeal  to  merge 

aSM^a^?Cj»*5*  ms  comPany  with 
Martin  Marietta 
Corp.,  Chairman  Daniel  M.  Tellep  of 
Lockheed  Corp.  retreated  to  a  quiet  din- 
ner with  his  wife  at  New  York's  Pierre 
Hotel.  Martin  Chairman  Norman  R.  Au- 
gustine didn't  even  stick  around  when 
his  lawyers  popped  champagne  corks. 

The  two  corporate  chieftains  may 
seem  blase  about  their  stunning  Aug. 
29  proposal  to  wed  the  nation's  No.  2 
and  3  arms  makers,  but  the  rest  of  the 
defense  industry  reacted 
as  if  one  of  Martin's  Ti- 
tan IV  rockets  had  just 
blasted  into  their  board- 
rooms. "It  scares  the  be- 
jeezus  out  of  us,"  says  one 
defense  company  execu- 
tive. "This  is  going  to  be 
the  biggest  kahuna 
around." 

BLAST  OFF.  Indeed,  with 
combined  annual  sales  of 
$23  billion,  the  new  de- 
fense behemoth  will  lie 
50%  larger  than  its  near- 
est competitor,  McDonnell 
Douglas  Corp.  The  threat 
of  Lockheed  Martin's  muscle,  industry 
executives  say,  likely  will  spur  marriag- 
es among  arms  makers  fighting  for  mil- 
itary orders  that  have  shrunk  steadily 
since  1987. 

The  Pentagon,  with  the  tacit  approv- 
al of  the  Justice  Dept.,  has  encouraged 
such  consolidation— because  it  would 
rather  rely  on  a  few  efficient  producers 
than  numerous  weak  ones.  But  now  the 
activity  is  arousing  antitrust  fears  among 
smaller  companies  and  members  of  Con- 
gress, who  may  try  to  bust  up  the  mer- 
gers on  anticompetitive  grounds.  That's 
one  more  reason  contractors  may  rush 


to  complete  deals.  "Companies  will  be 
more  eager  to  sell  over  the  next  year, 
before  the  well  is  poisoned  and  ahead  of 
further  cuts  in  defense  spending  after 
1995,"  says  Chuck  Gabriel,  a  senior  de- 
fense analyst  with  Washington  Research 
Group. 

At  first  glance,  Wall  Street  agreed 
with  Gabriel's  assessment,  bidding  up 
defense  stocks  in  the  wake  of  the  an- 
nouncement. Speculation  swirled  around 
Loral  Corp.,  a  defense-electronics  con- 
glomerate that  has  been  acquiring  com- 
panies at  a  heady  pace,  and  on  McDon- 
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nell  Douglas,  maker  of  F-15  fighters, 
which  has  shunned  much  of  the  merger 
mania.  "The  pressure  is  on  McDonnell  to 
start  finding  new  businesses,"  says  Rich- 
ard A.  Bitzinger,  an  analyst  with  De- 
fense Budget  Project,  a  think  tank. 

And  no  one  is  counting  out  further 
purchases  by  Lockheed  Martin.  The  new 
colossus  will  generate  $4  billion  to  $5 
billion  in  cash  over  five  years,  giving  it 
the  resources  to  add  to  its  arsenal.  The 
latest  buzz:  Lockheed  Martin  is  already 
eyeing  a  merger  with  Northrop-Grum- 
man,  which  launched  the  industry's 
"merger  of  equals"  trend  last  spring. 


Such  a  deal  could  be  worth  $2.5  billic 
Beyond  giant  courtships,  analysts  < 
pect  a  surge  in  linkups  among  arn 
components  makers  and  second-tier  si 
pliers.  "You  will  see  a  trickle-dov 
effect,"  forecasts  Richard  Pettibone, 
analyst  at  Forecast  International. 

Partnerships,  for  example,  are  like 
among  the  handful  of  U.  S.  helicop 
makers:  Textron's  Bell  Helicopter  di 
sion,  United  Technologies'  Sikorsky  ur 
Boeing,  McDonnell,  and  Hughes— t  L 
many  chopper  makers  battling  for  dw  ~y 
dling  Pentagon  purchases.  Likewise,  ci 
in  military  orders  for  ships  and  subn 
rines  will  force  shipbuilders  to  cons( 
date.  A  potential  victim:  Maine's  Ba 
Iron  Works,  which  builds  a  shrinki 
number  of  Navy  destroyers. 
a  monster.  Defense  experts  predict  tl  j5[ 
a  similar  merger  wave  will  wash  o\ 
Europe,  as  players  there  scramble 
match  Lockheed  Martin's  breadth  £ 
pricing  power.  Talks  between  Britai 
General  Electric  Co 
British  Aerospace  Pi 
which  had  met  gove 
ment  resistance  on  ar 
trust  concerns,  may  h< 
up  again.  If  Europef  " 
arms  makers  don't  foil  ; 
suit,  they  could  lose 
to  the  U.  S.  on  Asian 
Middle  Eastern  orde 
which  have  become  cr 
cal  to  keeping  Weste 
production  lines  going 
the  post-cold-war  era 
ready,  says  Forecast's  F 
tibone,  "you  could  aim 
go  to  Lockheed  Mar 
and  outfit  your  whole  country." 

The  new  defense  monster  still  ha; 
lot  on  its  plate.  Martin  has  barely  digf 
ed  its  1992  acquisition  of  General  El 
trie  Co.'s  aerospace  division  and  has  j 
started  on  its  December,  1993,  purch; 
of  General  Dynamics  Corp.'s  space  s 
terns  unit.  But  the  gloomy  outlook 
arms  spending  ensures  that  even  Lo 
heed  Martin  won't  wait  long  before 
next  deal.  In  the  weapons  business  n< 
it's  eat  or  be  eaten. 

By  Amy  Borrus  in  Washington,  u 
Suzanne  Woolley  in  New  York  and  1 


Smart  in  New  Haven,  Conn. 
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ACK  WELCH  MAY 
EE  SEEING  GREEK 

E  is  pondering  a  takeover  of 
merican  Express 

Is  American  Ex- 
press Co.  about  to 
become  part  of  the 
takeover  fray?  A 
nior  AmEx  employee  told  BUSINESS 
SEK  that  General  Electric  Capital  Ser- 
ees  Co.,  GE's  financial-services  arm, 
s  approached  AmEx  about  buying  the 
arge-card  company.  And  an  invest- 
3iit  banker  also  says  that  GE  has  made 
overture  to  AmEx.  Neither  company 
>uld  comment. 

A  deal  between  the  two  would  be  one 
the  biggest  ever.  AmEx,  now  trading 
$28,  has  a  market  value  of  $14  billion, 
it  it  likely  would  fetch  $40  per  share, 
ys  Mark  Boyar,  who  runs  a  New  York 
)ney  management  firm  that  research- 
takeover  candidates— putting  its  total 
ice  tag  at  $20  billion.  Analysts  figure 
at  GE,  with  a  market  value  of  $89.6 
lion,  is  sitting  on  $5  billion  in  cash, 


ONE  MONEY  MANAGER 
ASSERTS:  "I'VE 
ALWAYS  SAID  WELCH 
WANTS  TO  DO  ONE 
MORE  MAJOR 

TAKEOVER" 


though  Boyar  thinks  it  would  opt  for  a 
stock  swap.  "I've  always  said  [GE  chief 
Jack]  Welch  wants  to  do  one  more  ma- 
jor takeover,"  says  Boyar.  "The  ultimate 
would  be  American  Express." 
second  courting.  To  many  on  Wall 
Street,  such  a  combination  makes  sense. 
GE's  aborted  bid  for  Kemper  Corp.  earli- 
er this  year  signaled  its  interest  in  en- 
tering the  mutual-fund  business.  And 
AmEx  owns  IDS  Financial  Services  Inc., 


which  manages  $103  billion  in  funds.  GE, 
moreover,  has  lots  of  experience  in  the 
card  business:  One  of  its  divisions  pro- 
cesses credit  cards  for  the  likes  of  R.  H. 
Macy  &  Co.  and  Exxon  Corp. 

The  timing  also  may  be  right.  GE  and 
AmEx  discussed  a  merger  four  years 
ago,  say  former  AmEx  insiders,  but  GE 
was  turned  off  by  AmEx's  Shearson 
Lehman  Brothers  Inc.  and  its  enormous 
liabilities.  AmEx,  however,  sold  Shear- 
son  last  year  and  spun  off  its  Lehman 
Brothers  unit  earlier  this  year. 

AmEx  could  use  a  strong  partner.  In 
search  of  a  turnaround  in  its  ailing  card 
business,  it  is  having  to  take  extreme 
measures.  As  part  of  a  major  cost-cut- 
ting effort,  employees  expect  it  to  cut 
staff  by  10%  this  fall.  This  fall,  too, 
AmEx  will  announce  a  big  plunge  into 
the  revolving  credit-card  business,  a 
spokesman  confirms— a  major  departure 
for  a  company  known  for  its  charge 
card.  It  plans  to  launch  a  dozen  credit 
cards  aimed  at  niche  markets  tailored  to 
different  customers'  needs. 

Still,  GE  might  not  win  AmEx  without 
a  fight.  Analysts  cite  other  possible  bid- 
ders, from  General  Motors  to  Citicorp. 
With  AmEx  stock  a  longtime  laggard,  a 
serious  bidder  would  be  hard  to  resist. 

By  Leah  Nathans  Spiro  in  New  York, 
with  Tim  Smart  in  Connecticut 
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IfSNGDING  ON 
IfALL  STREET 


lalysts  expect  a  surprise  summer 
Uy  to  level  off 


K3t 


Explosive  stock 
market  rallies  have 
a  way  of  creeping 
up  on  investors, 
id  for  most  of  this  summer,  Wall 
reet  didn't  expect  much  upside  action. 
>netheless,  from  Aug.  23  to  Aug.  31, 
?  Dow  Jones  industrial  average  racked 

162  points,  or  4.3%,  to 
>se  above  3913,  its  highest 
int  in  more  than  six  months 
J|  d  only  1.7%  below  the  3978 
;ord  set  on  Jan.  31.  Some 
l-timers  ask:  Could  this  be  a 

]&eat  of  August,  1982,  when 
out-of-the-blue  surge  kicked 
the  1980s  bull  market? 
There  are  a  number  of  rea- 
ls for  optimism.  Dealmania, 
one.  Through  August,  com- 
nies  have  announced  more 
in  $200  billion  worth  of  mer- 


ginning  of  July  alone,  says  Securities 
Data  Co.  The  frenzied  activity  is  giving 
stocks  a  nice  boost:  On  Aug.  30,  for  ex- 
ample, aerospace  and  defense  stocks 
soared  on  the  news  of  the  Lockheed- 
Martin  Marietta  deal. 

Small  investors  also  get  credit  for  the 
market's  upswing:  Net  cash  flow  into 
equity  mutual  funds  in  July  was  $9.2 
billion,  a  20%  increase  from  June.  Au- 
gust inflows  should  climb  about  15%, 
says  Robert  Adler  of  amg  Data  Services. 
BEAR  TRAP.  The  market's  rally  didn't  real- 
ly take  hold  until  the  street  had  digested 
news  of  the  Federal  Reserve's  Aug.  16 
hike  in  short-term  interest  rates— its  fifth 
in  six  months.  "When  the  market  didn't 
swoon,  buyers  rushed  in  with  cash  that 
had  l'l't'ti  liuilding  up  all  summer,"  figures 


r-and-acquisition  activity- 
out  half  of  it  since  the  be- 
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THE  HOW'S  SUMMER-LONG  CLIMB 


3,600 


JUNE  30,  '94 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


investment  manager  Christopher  P.  Bak- 
er of  C.  P.  Baker  &  Co. 

How  strong  is  the  rally?  Most  likely, 
it's  neither  the  start  of  something  big 
nor  a  "bear  trap"— a  temporary  revival 
that  lures  investors  into  believing  it's 
the  beginning  of  a  bull  market.  The  mar- 
ket's trading  range  may  ratchet  up.  but 
rising  interest  rates  mean  even  optimists 
don't  foresee  a  new  beachhead  beyond 
Dow  4000.  Investment  strategist  Charles 
I.  Clough  of  Merrill  Lynch  &  Co.  notes 
that  the  yield  on  10-year  Treasury  bonds 
is  2.5  times  that  of  the  yield  on  the  Stan- 
dard &  Poor's  500-stock  index.  Four  of 
the  last  five  times  that  happened,  the 
stock  market  advance  ground  to  a  halt. 
Yet  despite  healthy  corporate  profits, 
dividends  are  up  just  1.5%  this  year. 

Still,  some  investors  are 
looking  beyond  the  rate 
squeeze.  Strategist  Jeffrey  M. 
Applegate  of  CS  First  Boston 
expects  the  Fed  to  have  done 
most  of  its  tightening  by  ear- 
ly 1995.  So  he  remains  a  bull, 
reasoning  that  tight  monetary 
policy  will  contain  inflation, 
prolonging  the  economic  ex- 
pansion—and the  bull  market. 
The  bottom  line:  This  market 
may  not  soar,  but  it  isn't 
about  to  tank  either. 

By  Jeffrey  M.  Laderman  in 
Ne  w  York 

AUG.  30 
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25 


O'MARA:  THE  CALLS  "SOUND 
LIKE  YOU'RE  UNDERWATER" 


REDIALING 

II  r I  With  AT&T-McCaw  breathing 
fVlV.1  down  its  neck,  MCI  still  needs 
a  foothold  in  wireless.  It  may  bid  for 
radio  spectrum  at  the  FCC's  December! 
auction  or  link  up  with  a  Baby  Bell. 

M  CVTCI     tne  c'eal  doesn't  go 
W  LA  f  LL  forward,  Nextel  will 
need  cash  to  expand  its  network. 
And  the  company  also  could  use 
another  big-name  partner  to  help  sell 
its  service  and  to  establish  brand- 
name  recognition. 


._JWl 

MCI  aid  not  carry  out  engineen 
studies  confirming  these  fears  until  af  . 
the  deal  was  announced,  say  executh 
involved  in  the  negotiations.  MCI  wo 
comment.  Nextel  confirms  it  had  qual 
problems.  But  "customer  satisfaction  1 
improved  dramatically,"  says  James 
Dixon,  president  of  Nextel's  Digital  IV 
bile  Networks  Div. 
disenchantment.  Meanwhile,  the 
was  making  PCS  more  attractive 
June,  the  commission  overhauled  its  a 
tion  plans  to  make  it  far  easier  to  cob 
together  the  national  network  that  I 
covets.  The  FCC's  moves  and  a  dis' 
chantment  with  Nextel  fueled  opp< 
tion  inside  MCI  to  the  linkup,  which  w 
supposed  to  be  completed  by  June 
One  senior  wireless  executive,  Alb 
Grimes,  left  in  July,  disgusted  with  1 
deal.  As  the  talks  dragged  on  past  t  7 
deadline,  MCI  insisted  on  improving  qi 
ity  by  lowering  capacity— and  demanc 
a  price  break. 

Nextel  resisted.  It  needs  cash  to 
tend  its  network,  established  primal 
with  equity-based  acquisitions.  Moton 
which  holds  a  major  stake  in  Nextel  e 
can  veto  any  future  Nextel  deals,  a 
balked.  In  early  August,  Motorola  s 
its  remaining  dispatch  licenses  to  Nex 
for  $1.7  billion  in  stock.  Motorola  feai 
that  if  MCI  dropped  its  price,  the  p 
ceeds  of  its  licenses  sale  would  pk 
met.  In  fact,  Nextel's  stock  dropped  1' 
to  25M,  on  MCl's  pullout 

The  talks  go  on.  But  now,  MCI  1 
other  options.  If  it  wants  to  line  up  pj 
ners  for  the  FCC  auction  and  use  its  $ 
billion  for  the  bidding,  it  must  dec 
by  October,  when  applications  are  dm 
the  commission.  Such  a  strategy  rema 
problematic.  But  in  the  end,  a  dir 
route  to  market  may  be  safer  thar 
back-door  approach:  In  devising  the  N 
tel  deal,  MCI  may  have  been  too  cle^ 
for  its  own  good 

By  Mark  Lewyn  in  Washing 


HOW  MCI  GOT 

A  BAD  CONNECTION 


It  overlooked  Nextel's  technical  flaws — and  may  just  hang  up  on  the  deal 


In  January,  when 
Nextel  Communica- 
tions launched  a 
souped-up  digital 
dispatch  service  in  Los  Angeles,  Thomas 
O'Mara  was  one  of  the  first  customers  to 
sign  up.  The  owner  of  O'Mara  Plumbing 
Co.  was  lured  by  the  promise  of  superi- 
or sound  quality  and  an  expanded  calling 
area  for  his  10-truck  fleet.  Nextel  even 
threw  in  steeply  discounted  mobile- 
phone  service. 

Eight  months  later,  O'Mara  has  a  ver- 
dict on  this  latest  entry  in  the  wireless 
sweepstakes:  The  dispatch  service  is 
terrific.  The  phones?  Well,  O'Mara  got 
what  he  paid  for.  Calls,  he  gripes,  "sound 
like  you're  underwater." 

If  you  want  to  know  why  MCI  Com- 
munications Corp.  on  Aug.  29  pulled  out 
of  a  deal  to  pay  $1.36  billion  for  17%  of 
Nextel,  look  no  further.  In  February,  it 
thought  it  had  found  a  clever,  state-of 
the-art  way  to  compete  with  cellular- 
phone  companies:  Nextel  planned  to  use 
existing  dispatch  licenses  to  build  a  na- 
tional digital-phone  service  rivaling  cel- 
lular's  quality.  Instead,  MCI  bought  a  lot 
of  static.  "The  quality  just  wasn't  there," 
says  Barry  Goodstadt  of  EDS  Manage- 
ment Consulting  Services. 
WORMY  BITE.  The  deal  underscores  the 
risks  that  accompany  the  telecommunica- 
tions industry's  headlong  plunge  into 
the  future.  Under  intense  competitive 
pressures,  say  company  insiders  and  for- 
mer executives,  MCI  officials  failed  to  do 
their  homework  on  the  new  technology. 
"Sometimes  when  you  bite  the  apple 


first,  all  you  get  is  worms,"  notes  P. 
William  Bane  of  Mercer  Management 
Consulting  Inc. 

It's  easy  to  see  why  Nextel  caught 
MCl's  fancy.  Archrival  AT&T  had  agreed 
the  summer  before  to  merge  with  Mc- 
Caw  Cellular  Communications  Inc.  Buy- 
ing a  cellular  operation  would  be  hugely 
expensive.  And  the  other  option  for  en- 
tering the  wireless  business— the  Fed- 
eral Communications  Commission's  auc- 
tion of  2,000  separate  licenses  for 
personal  communications  services  (PCS) — 
would  have  made  assembling  a  national 
network  difficult. 

So  when  Nextel's  chairman,  super- 
salesman  Morgan  E.  O'Brien,  knocked 
on  MCl's  door,  Chairman  Bert  C.  Rob- 
erts Jr.  was  receptive.  Nextel  would 
give  MCI  an  entree  to  wireless  markets 
across  the  nation  before  PCS  could  take 
root.  And  MCI  would  provide  Nextel 
with  deep  pockets  to  fund  expansion 
and  with  a  brand  name  to  help  market 
its  service. 

But  MCl's  top  brass  made  a  critical 
misstep:  They  didn't  clue  in  technolo- 
gy-savvy subordinates.  Those  aides 
winced  when  they  saw  the  deal.  Nextel's 
system  operated  with  only  10  megahertz 
of  radio-spectrum  capacity,  far  less  than 
the  25  Mhz  that  cellular  companies  use. 
To  improve  quality,  Nextel  would  have 
to  reduce  the  number  of  calls  it  han- 
dled or  build  a  vast  network  of  radio 
towers.  Either  option  would  boost  the 
average  cost  per  call  far  higher  than 
MCI  had  initially  figured,  dramatically 
altering  the  value  of  its  deal. 
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iMITHKLINE'S 
1EW  WORLD  ORDER 


terling  gives  the  drugmaker  a  fast-growing  franchise  in  Europe  and  Asia 


ESI 


SmithKline  Bee- 
cham  PLC  Chief  Ex- 
ecutive Jan  Leschly 
is  a  former  tennis 
•o  with  a  good  sense  for  when  to 
targe  the  net.  On  Aug.  29,  he  made  his 
ove,  announcing  SmithKline's  second 
ultibillion-dollar  acquisition  in  four 
onths— the  $2.9  billion  purchase  of 
istman  Kodak  Co.'s  Sterling- 
j  inthrop. 

Advantage,  Leschly.  While 
lowing  Kodak  CEO  George 
sher  to  pay  down  debt  and 
cus  on  the  photo  business, 
e  deal  overnight  will  make 
nithKline  Beecham  the  glo- 
il  leader  in  the  $30  billion 
arket  for  over-the-counter 
edicines,  adding  to  its  core 
•ands  such  stalwarts  as 
lillips'  Milk  of  Magnesia,  Mi- 
ll, and  Stridex  (table).  Ster- 
lg's  Panadol  pain  reliever 
Dne  produces  $250  million  in 
les  in  64  countries. 
More  important  than  bulk, 
ough,  is  geography.  The  U.  S. 
C  market,  where  SmithKline 
strongest,  has  slowed  to 
o  annual  leschly  bets  that 

OWth   Or    MORE  RX  DRUGS 

bs  Over-  WiLL  BECOME  otcs 

as,  where  Sterling  gets  two- 
irds  of  its  revenue,  growth 
at  least  twice  that.  Sterling 
ill  build  SmithKline's  OTC 
esence  in  Western  Europe 
it  more  dramatically  in  rapid- 
growing  Eastern  Europe 
d  Asia.  It  "looks  strategically 
:e  a  good  fit,"  says  Lehman 
•others  Inc.  analyst  Stewart 
Ikins. 

tESCRIPTION  SWITCH?  Smith 

ine's  bet  is  twofold.  First, 
;schly  hopes  to  use  the  com- 
led  companies'  expanded  dis- 
ibution  network  to  lift  sales 
ross  the  product  line.  More  intriguing, 
ough,  is  his  gamble  that  the  OTC  eate- 
ry will  grow  ever  more  important  as 
iropean  governments,  hard-pressed  to 
y  prescription-medicine  bills  for  their 
izens,  switch  more  prescription  drugs 
OTC  status. 

Britain's  government,  for  example,  is 
rrently  pondering  OTC  approval  of  nine 
pular  prescription  drugs,  which  would 


shift  the  bulk  of  the  purchase  cost  to 
consumers.  Such  switches  are  expected 
to  increase,  making  distribution  such  as 
Sterling's  crucial.  SmithKline  could  use 
the  Sterling  network,  for  instance,  to 
boost  slow  sales  of  its  Tagamet  100 
heartburn  remedy,  which  began  selling 
in  Britain  in  May. 

Leschly  has  grander  designs  for  his 


CREATING  AN 
OVER-THE-COUNTER  GIANT 


SMITHKLINE 
BEECHAM 

STERLING 
WINTHROP 

1993  SALES 

$2.0  billion 

$1.01  billion 

OPERATING  PROFITS 

$245  million 

$  1 62  million 

BRANDS 

►  GASTROINTESTINAL 

Turns,  Tagamet  100 

Milk  of  Magnesia 

►  COUGH/COLD 

Contac 

Valda,  Neo-Synephrine 

►  ANALGESICS 

Ecotrin 

Panadol,  Bayer,  Midol 

global  network:  He  wants  to  sell  the 
OTC  medicines  of  rival  drugmakers  that 
have  weaker  presences  in  markets 
where  SmithKline  is  strong.  "There  are 
plenty  of  major  players  [with  which]  we 
can  develop  relations,"  he  says.  Merck  & 
Co.  arranged  a  successful  joint  venture 
in  1989  with  Johnson  &  Johnson. 
SmithKline  already  distributes  certain 
products  for  Marion  Merrell  Dow  Inc. 


Before  he  attempts  such  ventures, 
though,  Leschly  has  to  get  costs  down. 
Sterling's  price  tag,  at  three  times  sales 
and  18  times  earnings,  is  modest  com- 
pared with  other  recent  drug  deals.  But 
it  will  leave  SmithKline  with  $5  billion  in 
debt,  about  half  its  annual  sales.  The 
company  is  setting  aside  some  $750  mil- 
lion for  a  restructuring  that  could  threat- 
en thousands  of  jobs  over  the  coming 
three  years.  "We  don't  need  all  the  over- 
head we  have,"  Leschly  says.  Execu- 
tives want  to  boost  the  operation's  pre- 
tax profit  margin  to  20%  in  that 
time— quite  a  stretch,  since  SmithKline's 
margins  are  now  as  low  as  12%  and 
Sterling's  are  little  better. 
asset  saie?  But  analysts  say  SmithKline 
should  be  able  to  make  the  deal  pay  in 
less  than  a  year.  Earnings  may 
be  only  slightly  diluted  this 
year  and  start  showing  gains 
in  1995.  Just  how  big  the  gains 
will  be  depends  on  what  so- 
called  nonstrategic  assets 
Leschly  sells.  Among  the  po- 
tential candidates:  Aqua- fresh 
toothpaste  and  a  Beecham  line 
of  nutritional  drinks  sold  in 
fisher  can  use  Britain. 
the  cash  to  cut  Another, 

KODAK'S  DEBT  more  likely> 

cut:  Sterling's  Bayer  aspirin. 
Although  Leschly  won't  say, 
some  SmithKline  insiders  and 
analysts  think  he  may  sell 
North  American  rights  to  Bay- 
er, a  low-growth  item,  to  Ger- 
many's Bayer,  which  was 
forced  to  give  up  the  product 
after  World  War  I.  Bayer  bid 
unsuccessfully  for  the  entire 
Sterling  business  and  now  says 
it  will  approach  SmithKline  to 
bid  on  Bayer.  The  product 
could  be  worth  $500  million  to 
$1  billion,  say  analysts. 

The  downside  for  Smith- 
Kline: By  tying  up  capital  in 
Sterling  and  its  $2.3  billion  ac- 
quisition of  Diversified  Phar- 
maceutical Services  Inc.  in 
May,  the  company  limits  its 
ability  to  buy  into  prescrip- 
tion-drug operations,  where 
margins  are  far  higher.  Lesch- 
ly won't  rule  out  more  deals. 
"We  are  not  panicking,"  Lesch- 
ly told  analysts  on  Aug.  30. 
"We  think  we  do  have  a  healthy  phar- 
maceutical business. ...  If  the  perfect 
opportunity  comes  up,  and  we  see  it 
can  be  done,  we  will  look  at  it."  With 
his  OTC  score,  though,  Leschly  risks 
leaving  SmithKline  a  pharmaceutical 
also-ran. 

By  Joseph  Weber  in  Philadelphia,  with 
Julia  Flynn  in  London  and  Karen  Lowry 
Miller-  in  Bonn 
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g  fleet,  experienced 
,  and  the  pickiest 
world,  it's  free  to  con- 
portant: 


s 


Commentary/by  Seymour  Zucker 


THE  FED  COULD  RAISE  A  LITTLE  MORE  KEYNES 


You  might  call  it  a  central 
banker's  nightmare.  The  vice- 
chairman  of  the  Federal  Re- 
serve Board  declares  unabashedly  that 
he  is  a  Keynesian.  Moreover,  he  in- 
vokes the  Nixon  dictum  of  two  decades 
ago  that  "we  are  all  Keynesians  now." 
Then  he  proceeds  to  admonish  the 
guardians  of  the  world's  monetary  sys- 
tem to  stop  fixating  on  inflation  and 
start  doing  something  about  high 
unemployment. 

It  was  no  dream. 
That's  what  Alan  S. 
Blinder,  President  Clin- 
ton's recent  appointee 
to  the  Fed,  told  a  high- 
powered  audience  of 
the  world's  central 
bankers  and  economists 
at  a  symposium  last 
week  in  Jackson  Hole, 
Wyo.,  organized  by  the 
Federal  Reserve  Bank 
of  Kansas  City.  Blinder 
said  that  high  European 
unemployment  rates— 
8!4%  in  Germany  and 
12%  in  France— were 
not  structural  in  nature, 
as  the  European  central 
bankers  claimed,  but 
rather  remnants  of  the 
recent  recession.  He  ar- 
gued, therefore,  that 


to  move  toward  its  natural  level,  much 
as  water  seeks  its  own  level.  If  em- 
ployment surges— and  pushes  the  un- 
employment rate  below  the  natural 
rate— then  wages  and  prices  start  to 
climb. 

Blinder  argues  that  today's  unem- 
ployment is  about  at  its  natural  rate. 
And  Edmund  S.  Phelps  of  Columbia 
University  told  the  conference  that  the 
natural  rate  had  risen  to  6.5%. 


ADVOCATES 
EASING 
MONETARY 
POLICY  IN 
EUROPE 
BUT  NOT  IN 
THE  U.S., 
WHERE,  HE 
ARGUES,  IT 
WOULD 
PROBABLY 
SPARK 
INFLATION 


two  to  three  percentage  points  could 
be  lopped  off  the  unemployment  rates 
by  easing  monetary  policy— without 
raising  inflation. 

Should  the  Fed  be  practicing  what 
Blinder  is  preaching  to  the  Europeans? 
No,  says  the  vice-chairman.  Unlike  Eu- 
rope, U.  S.  unemployment,  now  at 
6.1%,  is  almost  to  the  point  where  eas- 
ing money  would  ignite  inflation.  The 
implication  was  clear:  The  Fed  was  on 
the  mark  in  raising  short  rates  for  a 
fifth  time  this  year  on  Aug.  16,  a  move 
that  Blinder  supporter!  in  his  first  vote 
as  a  Fed  member. 

INFLATION  GENIE.  But  Blinder  may  be 
wearing  blinders  when  it  comes  to  the 
U.  S.  economy.  There's  a  convincing 
case  to  be  made  that  U.  S.  unemploy- 
ment could  fall  appreciably  without  let- 
ting the  inflation  irenie  out  of  the  bot- 
tle. At  issue  is  what  economists  call 
"the  natural  rate  of  unemployment." 
Here's  the  idea:  Unemployment  tends 


True,  the  natural  unemployment 
rate  is  higher  than  it  was  40  years 
ago.  In  the  1950s  and  early  1960s,  econ- 
omists put  it  at  4%.  Because  more 
women  were  working  and  unemploy- 
ment benefits  were  rising  (allowing 
people  to  stay  jobless  longer),  the  rate 
increased  by  the  early  1970s  to  per- 
haps 5.5%.  But  the  1994  Economic  Re- 
port of  the  President  prepared  by  the 
Council  of  Economic  Advisers,  of  which 
Blinder  was  a  member  until  his  Fed 
appointment  in  June,  concluded  that 
"there  was  little  evidence  of  any  in- 
crease since  then."  Listen  to  Blinder 
in  January  at  the  American  Economic 
Assn.  meetings:  "Is  the  natural  rate 
6%  or  higher?  We  do  not  accept  that. 
We  use  a  number  closer  to  5.5%.  And 
that  makes  a  difference." 

In  fact,  the  natural  rate  may  be 
even  lower  than  that,  as  forces  in  the 
economy  drive  it  downward.  So  much 
so  that  the  U.  S.  economy  may  be  less 


inflation-prone  than  at  any  time  since 
the  1950s.  Over  the  past  five  yearsj 
more  than  5  million  immigrants  have 
crossed  U.  S.  borders.  This  wave  oi 
newcomers  is  putting  a  lid  on  wages] 
even  as  total  employment  surges.  Anc 
the  big  gains  are  coming  in  such  serj 
vice  jobs  as  retailing,  which  is  almoslf 
entirely  nonunion.  Wage  pressure^ 
there  are  largely  nonexistent. 

Just  as  important  is  the  effect  ol 
trade  on  the  U.  S.  econl 
omy.  True,  imports 
come  to  only  12%  oi 
gross  domestic  product 
but  that  understate^ 
their  impact  on  wage^ 
and  prices.  Cheaper 
ports  force  down  prieeJ 
of  domestically  pro! 
duced  goods  and  thu{ 
keep  wages  in  those 
dustries  from  rising. 

The  indirect  effect 
foreign  competition  i| 
also  potent.  The  threal 
of  production  movinjf 
overseas  keeps  worker! 
from  demanding  highej 
pay.  Even  such  service 
as  computer  prograr 
ming  are  taking  thj 
heat,  especially  from  Ir 
dia,  notes  Albert 
Wojnilower  of  CS  Firs 
Boston  Investment  Management.  "Th| 
natural  rate  may  be  a  lot  lower  tha; 
the  current  jobless  rate,  and  the  gai: 
from  letting  it  get  there  could  be  eno: 
mous,"  he  says. 

More  evidence  of  this  thesis:  If  u: 
employment  is  at  the  natural  rate,  the: 
prices  should  accelerate.  That's  simp! 
not  happening.  The  consumer  price  i 
dex  shows  a  2.8%  rise  over  the  past 
months,  the  same  as  in  the  previo 
year.  And  the  core  rate  of  inflatioi 
which  excludes  food  and  energy,  ros 
2.9%  during  the  last  year— down  fror 
3.2%  a  year  before. 

All  this  suggests  that  employmer. 
can  continue  to  grow  smartly  befor 
wage  and  price  pressures  develop.  Th 
Fed  should  consider  the  advice  its  vic< 
chairman  gave  the  Europeans.  A  we 
bit  of  Keynesianism  is  in  order. 


Senior  Editor  Zucker  has  covered  th 
Jackson  Hole  confab  for  the  past  decad 
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1200  gift  ideas 


0  headaches 

I  matter  how  little  time  you  have  to  shop.  Radio  Shack  Gift  Express  makes  it  easy.  We  help  you  choose  from 
I  ndreds  of  imaginative  gift  ideas — from  personal  electronics  to  home  entertainment.  Even  toys  for  the  kids.  II 
a  have  to  send  your  gift  out  of  town,  we'll  wrap  it.  add  a  personalized  card,  and  ship  it  via  federal  Express® 
ivery  service.  So  now,  the  only  worry  you'll  have  is  remembering  all  of  those  birthdays.  And  weddings.  And. 

Radio  /haek  Gift  ff  Exp  resss 

\nnVe  onr  rmesfinns    We've  ant  answers  SM  ,  ,  „  


UNSOUND  MIX:  SO  FAR,  SONY'S  ENTERTAINMENT  WARES  HAVEN'T  MUCH  AIDED  ELECTRONICS  GROWTH 


SONY  AMERICA'S 
NEXT  ACTION  HERO? 


Jeff  Sagansky  would  have  an  even  tougher  turnaround  task  than  at  CBS 


From  Mulholland  to  Melrose,  Holly- 
wood has  been  abuzz  with  specula- 
tion that  Sony  Corp.  of  America 
was  about  to  become  The  Mickey  and 
Jeffrey  Show.  The  only  question  was, 
which  Mickey  and  Jeffrey?  Rumor  No.  1 
had  Jeffrey  Katzenberg,  chairman  of 
Walt  Disney  Studios,  leaving  the  House 
of  Mickey  to  take  over  Sony's  troubled 
entertainment  operations.  Rumor  No.  2 
had  Mickey  Schulhof,  the  chief  executive 
of  Sony  U.S.,  bringing  in  former  CBS 
programming  whiz  Jeffrey  F.  Sagansky 
as  head  troubleshooter. 

The  second  rumor  turns  out  to  be 
true.  Executives  at  Sony 
said  on  Aug.  .'50  that 
Michael  R  Schulhof  was 
close  to  naming  Sagan- 
sky president  of  Sony 
Software,  umbrella  com- 
pany for  Sony's  movie, 
music,  and  electronic- 
publishing  divisions.  As 
president  of  CBS's  enter- 
tainment division,  Sagan- 
v  helped  vault  the  net- 
work from  last  to  first 
place  in  the  Nielsen  rat- 
.  Now  he  faces  an 
n  tougher  task. 


NESS  WEEK 


Few  of  the  synergies  Sony  sought  be- 
tween its  entertainment  and  electronics 
businesses  have  materialized.  Sony  Pic- 
tures Entertainment,  which  consists  of 
the  Columbia  and  TriStar  studios,  is 
mired  in  a  two-year  slump  that  has 
dragged  down  the  earnings  of  the 
Japanese  parent  company.  And  even 
Sony  Music  Entertainment,  a  reliable 
cash-spinner  since  Sony  bought  it  from 
CBS  Inc.  in  1986,  is  in  a  fallow  period, 
with  eroding  market  share  and  few  new 
artists  (table). 

Sony's  woes  are  finally  forcing  Schul- 
hof to  take  action.  Insiders  say  the  low- 


SONY  ENTERTAINMENT'S  UPS  AND  DOWNS 

1994  PERFORMANCE 


SONY  PICTURES 


FIRST-QUARTER  SALES  S649mILLION  D0Wn4.3°/o 


KEY  PRODUCTION  UNITS  Columbia,  TriStar 
MISSES  Wolf,  City  Slickers  II* 
NEW  RELEA:    Rlankman,  Wagons  East* 

ASSESSMEN .  recovering  from  last  year's 
Last  Acf/o/  Here  debacle,  but  still 
suffers  from  few  hits  and  high  costs 

•PRODUCED  BY  CASTLE  ROCK  ENTERTAINMENT  "PRODUCED  BY  CAROICO 


SONY  MUSIC 


FIRST-QUARTER  SALES  Sl. 09  BILLION      UP  1 2°/o 
HITS  Mariah  Carey's  Music  Box 
MISSES  Spin  Doctors'  Turn  If  Upside  Down 
UPCOMING  Pearl  Jam,  Barbra  Streisand 


ASSESSMENT  Sales  are  strong,  particularly 
overseas,  but  it  hasn't  broken  many 
new  acts  so  far  this  year 


key  and  precise  exed 
tive,   who  led  Son\ 
drive  into  Hollywoc 
has  become  increasing 
alarmed  about  the  st 
dio's  tarnished  imag 
And  outsiders  are  sta 
ing  to  ask  how  he 
lowed  it  to  get  th 
way:   "To  the  exte 
they  have  problem 
says  one  leading  inve 
ment  banker,  "you 
got  to  start  at  the  to] 
Media  watchers  tr; 
Schulhof's  difficult: 
back  to  1989,  when  So 
bought  Columbia  F 
tures  for  a  lofty  $3.4  1 
lion.  Trained  as  a  phj 
cist,  Schulhof  came 
through  Sony's  electr 
ics  business.  Lacking 
perience  in  films  hims 
he  followed  the  adv 
of  then-Sony  Music  C 
Waiter  Yetnikoff  to  h 
Peter  Guber  for  the  studio.  Schulhof 
lowed  Guber,  a  producer  whose  crec 
include  Batman,  to  spend  money  1 
millionaire  Bruce  Wayne.  Among  otl 
things,  Guber  poured  upwards  of  $ 
million  into  refurbishing  Columbia's  C 
ver  City  lot.  All  told,  Sony  has  inves' 
$5  billion  in  its  Hollywood  outpost. 
blaming  the  yen.  To  his  credit,  insid 
say  Schulhof  decided  to  seek  additio 
help  nine  months  ago— informing 
Japanese  bosses  that  he  wanted  an 
ecutive  for  strategic  planning.  Sag 
sky  comes  with  strong  credentials: 
revitalized  creaky  CBS  with  classy  she 
such  as  Northern  Exposure.  And  he 
a  Harvard  MBA,  which  could  be  usefu 
Schulhof s  effort  to  sell  25%  of  Sony's 
tertainment  unit.  Says  Schulhof:  "If 
comes,  I  wanted  to  make  it  clear  to 
that  he'd  have  a  broad  playing  field 
Still,  Sony  insists  that  Sagan 
won't  be  a  hands-on  manager.  Gu 
and  Thomas  D.  Mottola,  president 
Sony  Music,  will  < 
tinue    to  report 
Schulhof.  But  given 
studio's  problems,  n 
Hollywood  executi 
believe  that  Sagan 
will  concentrate  n, 
of  his  energies  th( 
Indeed,  some 
Schulhof  is  orchest 
ing  Guber's  departi 
Guber,  who  recei 
signed  a  new  five-j 
contract,  declined 
comment. 

Whoever  ends  up 


DATA:  COMPANY  REPORTS,  Mf/fTY 


Wm  Most  Executives 
Never  Make  It  To  The  Top. 


In  1906,  a  young  Russian  immigrant  found  work  as  an  office  boy  at  Marconi  Wireless  Telegraph  Company. 
He  clawed  his  way  up  to  Chief  Inspector  at  the  age  of  22.  And  ever  watchful  for  ways  to  advance  his  career, 
he  decided  to  attend  a  demonstration  of  a  new  kind  of  circuit  —  one  that  could  generate  continuous  electro- 
magnetic waves.  The  young  man  returned  to  work,  convinced  he  had  seen  the  future.  Memos  flew.  He 
described  how  music  could  be  broadcast  to  ,  ^^^^flpS-         hundreds  of  thousands  of  homes  at 
once,  and  from  a  single  transmitter.  livers'  ^^^^^^^^^^^^  family  in  America  would  buy  a  "radio 

box."  And  Marconi  would  manufacture  and    ^|^^j^|^|^^Se"         one'  ^ant  y°u  see  there  are 
millions  to  be  made?  The  company's  more  senior  managers  thought  he  had  lost  his  mind.  Besides,  they  were 
in  the  telegraph  business. 

Years  later,  Marconi  Wireless  became  RCA,  the  Radio  Corporation  of  America.  And  former  office  boy 
David  Sarnoff  became  its  president.  As  for  those  fellow  s  he  worked  with,  history  lost  track  of  them. 

We  are  not  all  born  to  lead.  Some  of  us  would  rather  not  even  follow  too  closely.  Now  what  about  you? 
Consider  for  a  moment  the  future  you  face;  one  in  which  your  transportation  decisions  affect  corporate  per- 
formance as  much  as  the  decisions  made  in  RcvD,  production,  marketing,  or  anywhere  else.  We're  the  only 
transportation  company  in  the  country  with  truck,  rail,  and  terminal  operations  stretching  across  all  of  North 
America.  And  companies  that  work  with  us  are  buying  value  where  once  they  bought  merely  a  service.  The 
fact  is,  our  system  was  built  to  create  efficiency  throughout  your  supply  chain.  In  equipment  management. 
Fuel  consumption.  Labor.  And  ultimately,  your  costs. 

Still,  corporate  America  uses  intermodal  transportation  only  half  as  often  as  it  could.  Is  it  a  lack  of 
cold-blooded  ambition?  A  reluctance  to  change?  Can't  you  see  there  are  millions  to  be  made?  If  you'd  like 
to  speak  with  us,  we  encourage  you  to  call  us  at  1-800-279-6779.  Because,  while  there  are  few  David  Sarnoffs 
in  this  world,  it's  best  to  assume  there  are  five  or  six  of  them  working  for  your  competition. 


An  artificial  wolfskin  ».is  used  in  the  above  photograph. 
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ing  the  studio  faces  a  daunting  chal- 
lenge. With  24  films  so  far  this  year, 
Sony  has  only  an  11%  share  of  the  U.  S. 
box  office;  it  had  17.5%  in  1993. 
Paramount  Pictures  Corp.  has  14%,  with 
half  as  many  films.  While  Sony  has 
avoided  the  losses  of  1993's  Last  Action 
Hero,  it  has  gotten  tepid  results  from 
films  such  as  Wolf. 

These  disappointments  didn't  help 
first-quarter  revenue  at  Sony  Pictures, 
which  fell  4.3%,  to  $649  million.  Overall, 
Sony's  pretax  income  dropped  39%,  to 
$238  million,  on  revenues  of  $8.7  billion. 
Sony  blames  the  high  yen.  Hitoshi 
Kuriyama,  an  analyst  at  CS  First  Boston 
(Japan)  Ltd.,  predicts  that  Sony's  full- 
year  entertainment  earnings  will  actual- 
ly rise  79.5%.  But  the  rosy  comparison  is 
possible  mainly  because  of  Sony's  $200 
million  write-down  in  1993  to  make  up 
for  Last  Action  Hero. 


A  bigger  question  is  whether  Schulhof 
will  ever  be  able  to  propel  consumer- 
electronics  growth  with  his  movies  or 
music.  True,  some  of  Sony's  gizmos  are 
outpacing  the  competition.  The  company 
has  sold  38,000  MiniDiscs  so  far  this 
year,  for  example,  while  Philips  Elec- 
tronics has  sold  only  5,000  units  of  its 
rival  Digital  Compact  Cassette.  But  ex- 
perts doubt  that's  because  the  Mini- 
Disc  appeared  in  Last  Action  Hero:  "I'm 
at  a  loss  to  provide  any  example  of 
how  video  has  boosted  its  sales,"  says 
Robert  Alexander,  an  entertainment 
consultant. 

wrong  notes.  With  those  kinds  of  wor- 
ries, Schulhof  must  be  grateful  for  Sony 
Music,  which  has  been  a  pillar  of 
strength.  Revenues  ruse  12%  in  the  first 
quarter,  with  hits  such  as  Mariah  Carey's 
Music  Box.  And  Schulhof  has  a  solid  CEO 
in  Mottola:  "From  the  day  he  came  in," 


says  Mottola,  "Mickey  has  allowed  n 
to  be  captain  of  this  ship." 

Yet  even  here,  Sony  is  hitting  soir 
wrong  notes.  Insiders  say  Mottola 
miffed  because  he  doesn't  understa 
Sagansky's  role.  Meanwhile,  Sony  has 
broken  as  many  new  acts  lately  as  riv 
Time  Warner.  Its  U.  S.  market  share  h 
dropped  from  17.2%  in  1993  to  15.7%  t 
year,  according  to  market  research 
SoundScan.  Mottola  says  Sony  will  co 
back  with  new  albums  from  Pearl  Ja 
and  Barbra  Streisand. 

That  may  be.  But  Sagansky's  arriv 
signals  that  after  18  months  of  lou 
news,  Schulhof  no  longer  wants  to  do 
all  alone.  When  it  comes  to  running 
entertainment  giant,  even  a  physici 
can  use  a  hand. 

By  Mark  Landler  in  New  York,  wi 
Robert  Neff  in  Tokyo  and  Rorudd  Grov 
in  Los  Anaeles 


WILL  WORK  FOR  ZILLIONS 


Man-pow-er  n.  L  The  power  of 
human  physical  effort.  2.  The 
total  number  of  people  avail- 
able for  work  or  service.  3.  Hollywood 
slang:  a  terrific  piece  of  manpower. 
Any  high-priced  executive  looking  for 
work. 

Trust  Hollywood  to 
glamorize  unemploy- 
ment. Even  as  Walt 
Disney  Co.  announced 
that  studio  chief  Jef- 
frey Katzenberg  was 
leaving,  Tinseltown 
was  lionizing  the  de- 
parted. "A  terrific  i 
piece  of  corporate  I 
manpower,"  pro-  1 
claimed  actor  War-  m 
ren  Beatty,  deliverin 
movie  industry's  assessment. 
"little  club."  Katzenberg  is 
by  no  means  the  only  nice 
piece  of  Hollywood  manpower 
looking  for  work.  He  soon  will 
be  joined  in  the  search  by  QVC  Inc. 
Chairman  Barry  Diller,  who  is  sched- 
uled to  leave  the  home-shopping  ser- 
vice in  December.  And  next  April, 
record  mogul  David  Geffen  will  be  free 
from  the  employment  agreement  under 
which  he  runs  Geffen  Records  for  MCA 
Inc.  The  billionaire  then  will  be  in  the 
market  to  buy  a  media  company. 
"We're  our  own  little  club,"  chuckles 
Diller. 

The  sudden  rush  of  superstar  exec- 
utive talent  is  reminiscent  of  1984, 
when  Paramount  Communications  Inc. 


let  Diller  go  to  Fox  Inc.  and  Michael 
D.  Eisner  to  Disney.  Both  Fox  and 
Disney  prospered  mightily.  This  time 
around,  Katzenberg  appears  to  be  the 
hottest  property.  The  hyperkinetic  ex- 
ecutive is  riding  the  success  of  the 


MOGULS  AT  LARGE:  SAGANSKY  IS  CLOSE  TO  A  KEY  JOB 
AT  SONY;  GEFFEN  MAY  BUY  A  MEDIA  COMPANY;  DILLER 
PLOTS  HIS  NEXT  BID  FOR  AN  EMPIRE;  AND 
KATZENBERG  CONTEMPLATES  LIFE  AFTER  MICKEY 


movie  The  Lion  King  and  Broadway's 
Beauty  and  the  Beast.  Hollywood  ru- 
mor had  Katzenberg  headed  to  Sony 
Corp.,  but  he  wasn't  interested,  and 
the  offer  went  to  Jeffrey  F.  Sagansky. 
SANS  PARTNERS.  If  not  Sony,  what 
next?  Katzenberg,  taking  a  busman's 
holiday  at  Walt  Disney  World,  is  said 
by  industry  sources  also  to  have  had 
overtures  from  CBS  Inc.  and  Tele-Com- 
munications Inc.  He  says  he  won't 
consider  anything  until  after  his  late- 
September  official  departure  from  Dis- 
ney—but then  is  open  to  all  offers. 


"His  dream  job  is  to  run  Cap  Cities 
says  one  friend.  Some  media  watcher 
believe  the  parent  of  the  ABC  networ 
is  looking  for  a  CEO. 

Not  surprisingly,  after  QVC  partne 
Comcast  Corp.  broke  up  his  CBS  merg 
er  plan,  Diller  says  his  nex 
— 1  move  will  likely  b 
sans  partners.  "Owr 
ing  100%  of  anythin 
makes  decision-mat 
ing  easier,"  he  say 
One  persistent  Wa 
Street   rumor  h 
Diller  making  anotl 
er  offer  for  CBS. 
rival  studio  execi 
tive  predicts  Dille 
will  team  up  wi 
TCI  President  John  C.  Malon 
another  QVC  partner,  to  buy 
majority  piece  of  Sony  Corp 
record-and-film  unit  when  th 
Japanese  owners  tire  of  th 
film   unit's   dismal  perfo 
mance.  Then  there  are  those  who  fij 
ure  that  Katzenberg  and  Geffen  wi 
team  up.  "I'd  love  it,"  says  Geffen.  "'W 
could  start  a  company  and  make  a  1< 
of  money  together." 

They  may  have  company.  Rumoi 
continue  to  circulate  that  Holly  woe 
superagent  Michael  Ovitz  may  head 
group  of  telephone  companies  seekir 
to  buy  a  studio.  Ovitz  has  long  denit 
he's  going  anywhere.  But  if  the  r 
mor  is  true— well,  that's  one  terrif 
piece  of  manpower. 

By  Roncdd  Graver  in  Los  Angel 
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Wednesday  August  31, 1994 


U  C  M 


Thursday  September  1, 1994 


We're  pleased  to 
announce  the  arrival  of  Unicom 
Corporation,  the  new  parent 
company  of  Commonwealth 
Edison  and  its  subsidiaries. 
As  a  result  of  forming  this  new 
company,  our  listing  on  the 
major  stock  exchange  tapes 
will  change  from  CWE  to  UCM. 


Initially,  Unicom  will 
focus  on  improving  the  operating 
efficiency  of  ComEd  as  well  as 
supporting  that  subsidiary's 
strategic  business  plan. 

With  the  establishment 
of  a  holding  company  structure, 
Unicom  is  free  to  compete  in 
today's  rapidly  changing  energy 
marketplace.  We  gain  the  flexi- 
bility to  diversify  by  investing  in 


new  businesses  and  developing 
new  technologies.  And  we're  on 
the  forefront  of  everything  from 
superconductors  to  electric 
vehicles  to  on-site  energy 
storage.  We're  a  company  that's 
dedicated  to  the  power  of  posi- 
tive thinking.  And  we  believe 
when  you  ask  "How  High  Is  Up," 
that  anything  is  possible. 


Unicom 


We  Don't  Predict  the  Future. We  Create  It. 


It's  been  said  that  a  thing  of 

beauty  is  a  joy  forever. 
Of  course,  strong  welds  and 
fewer  body  panels  help  too. 


m 

The  Infiniti  J30. 


©  1994  Infiniti  Division  of  Nissan  Motor  Corporation 


Just  as  an  artist  carves  a  sculpture  from  a 
single  piece  of  stone,  creating  beauty  that  defies 
the  passage  of  time,  Infiniti  engineers  created  the 
J30  to  leave  an  equally  lasting  impression. 

And  that  impression  —  that  the  J30  has 
been  formed  from  a  single  piece  of  steel  —  has  as 
much  to  do  with  our  philosophy  of  how  a  car  like 
this  should  he  constructed  as  it  does  with  its 
obvious  aesthetic  qualities. 

Around  the  passenger  cage,  in  addition  to 
placing  spot  welds,  we  apply  an  aircraft-type  epoxy 
to  form  bonds  which  help  maintain  durability 
over  the  years.  Weve  also  reduced  the  number  of 
exterior  joints  by  using  as  few  body  panels  as  pos- 
sible. All  processes  which  contribute  to  a  tight, 
solid,  safe  and  secure  feeling  on  the  road. 

if  you  'd  like  to  know  more,  we  invite  you  to 
call  us  at  1-800-341-4560.  We  also  recommend 
a  Guest  Drive  at  your  Infiniti  showroom. 

After  all,  there's  only  one  way  to  truly  appre- 
ciate a  work  of  art.  And  that's  to  go  to  the  gallery. 

Its  everything  that's  possible. 
INFINITI® 
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WHKST1E-BL0WERS 
ARE  SUING  THE  RTC 


Just  as  the  Resolution  Trust 
Corp.  seemed  to  be 
putting  last  month's  congres- 
sional Whitewater  hearings 
behind  it,  the  agency  is  un- 
der attack  again.  On  Sept.  1, 
one  former  and  three  current 
RTC  employees  were  expect- 
ed to  file  suit  in  a  Washington 
federal  court  charging  the  RTC 
with  "a  vicious  campaign  of 
retaliation"  against  agency 
employees  blowing  the  whistle 
on  fraud  and  mismanagement. 
Two  of  the  plaintiffs  testified 
last  fall  in  a  Senate  hearing 
on  RTC  whistle-blower  com- 
plaints. That  hearing  prompt- 
ed Senate  Banking  Chairman 
Donald  Riegle  Jr.  (D-Mich.) 


CLOSING  BELL 


AUG.  30,  '94 


A$l  BILLION  DEAL, 
BUT  LITTLE  CHEERINfc 

Viacom  delivered  on  Chairman 
Sumner  Redstone's  brash  pre- 
diction that  it  would  sell  Madi- 
son Square  Garden  for  $  1 
billion.  On  Aug.  28,  it  an- 
nounced that  Cablevision 
Systems  and  ITT  would  jointly 
plunk  down  $  1.08  billion  for 
the  famed  New  York  arena, 
with  its  sports  teams  and  cable 
network.  On  Aug.  3 1,  it  sold  a 
ation  to  Fox  for  $200 
n.  But  Viacom's  good 
.•/as  muted  by  continuing 
over  its  proposed  me  i 
ockbuster  Entertain 
ment,  which  some  shareholders 
vill  dilute  their  holdings 
's  Class  B  stock  didn't 
budge  fn  m  about  33. 

FORMATION  SYSTEM  INC 


to  request  a  review  by  the 
Justice  Dept.  of  the  charges 
of  harassment  and  abuse.  The 
RTC  declined  to  comment. 


AUSTERITY 
STARTS  AT  THE  TOP 


When  Scott  Paper's  di- 
rectors walked  into 
the  boardroom  in  mid-July, 
they  collected  their  usual 
$l,000-a-meeting  fee.  But  af- 
ter an  impassioned  speech  by 
new  Chairman  Albert  Dun- 
lap  on  the  need  to  link  pay 
to  performance,  all  returned 
the  checks.  In  exchange  for 
1,000  shares  of  Scott  stock  a 
year,  now  trading  near  65, 
Dunlap  persuaded  the  nine 
outside  directors  to  dump  a 
lucrative  basket  of  goodies, 
including  meeting  fees,  a 
$20,000  annual  retainer,  and 
retirement  benefits.  The  de- 
cision was  made  public  on 
Aug.  30.  Dunlap,  who  has 
shaken  up  the  sleepy  compa- 
ny since  arriving  in  April  of 
this  year,  contends  that  "lots 
of  boards  are  even  worse 
than  this.  It's  outrageous." 


BEANTOWN'S  BROWN 
BOUNCES  BACK 


■  s  Boston's  real  estate  mar- 

■  ket  finally  waking  up?  Of- 
fice vacancy  rates  are  falling, 
demand  for  apartment  rentals 
is  robust,  and  Harold  Brown, 
Boston's  onetime  real  estate 
czar,  is  back.  When  the  re- 
gion's economy  collapsed, 
Brown  and  his  empire  of  160 
buildings  landed  in  bankrupt- 
cy court  owing  $675  million 
to  39  lenders.  But  on  Aug. 
25,  Brown  won  approval  for 
the  last  leg  of  his  restructur- 
ing. With  the  plan.  Brown 
preserves  two-thirds  of  his 
empire,  but  will  sell  or  refi- 
nance a  total  of  60  buildings. 


1VAX  SWALLOWS  UP 
ZENITH 


HEADLINER 


AND  THE  SAX  PLAYED  ON 


Philippe  Kahn  still  has 
a  job.  Good  news,  certain- 
ly, for  the  flamboyant  founder 
and  chief  executive  of  software 
maker  Borland  International. 
Not  so  good,  though,  for 
the  College  Retirement 
Equities  Fund 
(CREF)  and  the 
California  Public 
Employees'  Re- 
tirement Sys- 
tem (CalPERS)— 
the  two  Borland 
investors  that 
had  declared  their 
opposition  to  Kahn's 
reelection  as  chairman. 

Kahn  has  come  under  in- 
creasing attack  in  the  past 
year.  After  reporting  a  $70 
million  loss  in  Borland's  fiscal 
year  ended  Mar.  31,  the  board 
revealed  that  Kahn  was 
awarded  favorably  priced  op- 
tions for  1  million  shares. 


Kahn  also  had  to  reimbur) 
the  company  for  private  t 
of  a  company-leased  plane  a 
for  production  of  a  music  co 
pact  disk  on  which  Ka 
played  sax. 

But  at  Borland's 
nual  meeting 
Aug.  30,  boa 
members 
nounced  t 
controversy 
overblown  ; 
insisted  tl 
there  was 
move  under  w 
to  oust  Kahn.  Ne 
ly  95%  of  the  votes  c 
favored  the  chairman's  reel 
tion,  Borland  says.  No  sha 
holders  spoke  on  the  issi 
and  CalPERS  said  afterward 
was  just  expressing  dissat 
faction.  For  now,  at  lea 
Kahn  isn't  playing  the  blue 
By  Richard  Brai 


here's  a  new  giant  in  the 
fl  no-name-drug  business.  On 
Aug.  29,  IVAX  announced  that 


it  was  planning  to  acquire 
Zenith  Laboratories  in  ex- 
change for  about  $600  million 
in  stock.  Together,  the  com- 
panies will  have  a  stable  of 
63  generic  drugs  and  more 
than  40  applications  pending 
before  the  Food  &  Drug  Ad- 
ministration. The  price  is 
high:  more  than  six  times 
Zenith's  sales.  But  IVAX  needs 
the  clout  in  order  to  compete 
in  managed  care.  "This  is  an 
important  step  in  the  long- 
run  strategy  for  ivax,"  says 
Viren  Melrta  of  Mehta  & 
saly.  Conveniently,  the  pur- 
■  base  will  also  remove 
Z  mith's  new  rival  to  IVAX' 
rsion  of  verapamil,  a  popu- 
lai  hypertension  drug. 


ALL  IN  THE 

HAFT  FAMILY 


■  •tailing  magnate  Herbert 
Haft  may  be  eating 
Thanksgiving  dinner-  alone  this 
autumn.  Last  year,  Washing- 
ton'^ Haft  declared  war  on  his 
wife,  Gloria,  his  eldest  son, 
Robert,  and  his  daughter,  Lin- 


da—settling with  them  in  IV 
for  $80  million  and  an  agr 
ment  that  they  all  leave  D 
Group,  the  family-run  com 
ny.  Now,  Haft,  74,  is  at  oc 
with  his  35-year-old  s 
Ronald,  his  last  remaining  a 
Ronald,  Dart's  preside 
claims  his  father  is  imprope 
raiding  company  coffers  to  { 
the  family  settlement.  Herb 
says  Ronald  is  trying  to  g 
control  of  the  company  and 
one  point,  threatened  to  bi 
Herbert's  house  down.  1 
feud  is  being  mediated  by 
outside  mediator. 


ET  CETERA  . . . 

►  Philip  Morris  hiked  its  d| 
dend  by  20<f,  and  will 
back  $6  billion  of  stock. 
►Fujitsu  didn't  infringe  o: 
basic  Texas  Instruments  c 
patent,  a  Japanese  court  rul| 
►Stephen  Wolf,  late  of  Uni 
Airlines,  will  advise  Air  Frabe 
on  restructuring. 

►  New  Cheerios.  N 
Wheaties.  General  Mills  s;l 
it  wants  "crispier"  cereals.  J 
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Critically  acclaimed. 
Now  available  on  video. 


"The  J30t  offers  good  power,  a  high  level 
of  refinement,  numerous  safety  features, 
an  exhaustive  list  of  standard  creature 
comforts,  and  a  beautiful  body  to  hoot'.' 

Car  and  Driver 
September  1993 


.an  excel 


former  m 


?llent  perfo 
al{  situations,  from  high- 
speed merges  to  passing'.' 

New  Yorh  Post  Auto  Saturday 

April  24, 1993 


A  highly  refined  rear- 
drive  sedan,  absolutely 
dripping  with  luxury" 

Road  &  Track,  1993 
Complete  Car  Buyer's  Guide 


Built  to  tolerances  of  .001  inch.  State-of-the- 
art  construction  and  design.  Full  spectrum  sound. 

And  we're  just  talking  about  our  video.  Which, 
by  no  mere  coincidence,  is  the  ideal  way  to  become 
acquainted  with  a  luxury  sedan  that  has  received 
enthusiastic  "thumbs  up  "  from  critics  and  drivers 
alike:  The  Infiniti  J30. 

To  receive  a  copy  of  our  video,  or  to  arrange  for 
a  Guest  Drive,  simply  call  our  toll-free  number. 

Whok  nows?  It  could  be  the  one  time  you  and 
the  critics  find  yourselves  in  complete  agreement. 

1-800-419-7521 

It's  everything  that  s  possi 


'A  jewel  of  a  sedan: 
beautifully  cut  and 
nearly  flawless. 

Car  and  Driver 
September  1993 
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PHIL  GRAMM:  A  SLASH-AND-BURN  ARTIST'S 
WHITE  HOUSE  QUEST 


e  won't  win  any  congeniality  contests.  His  combative 
style  turns  off  colleagues.  Even  his  wife  says  that 
when  she  met  him,  "My  first  reaction  was,  'Yuk— what 
a  jerk.'"  Still,  Senator  Phil  Gramm  (R-Tex.l  thirsts  for  the 
Presidency.  His  ambition  to  lead  a  crusade  for  less  intrusive 
government  explains  why  Gramm  has  become  one  of  Bill 
Clinton's  chief  tormentors  on  Capitol  Hill. 

The  52-year-old  former  economics  professor  vows  to  use 
slash-and-burn  tactics  on  what's  left  of  the  President's  1994 
agenda.  And  as  head  of  the  National  Republican  Senatorial 
Committee,  Gramm  is  leading  the 
charge  to  elect  at  least  four  more  Re- 
publicans to  the  Senate  this  fall— and 
stymie  Clinton's  initiatives  for  the  re- 
mainder of  his  term.  That's  why,  though 
he's  not  up  for  reelection,  he's  out 
stumping  for  candidates  during  the  La- 
bor Day  recess. 

The  gop's  1992  White  House  loss  con- 
vinced many  strategists  that  the  party 
needed  an  activist  government  agenda 
to  win.  Not  Gramm.  The  OOP's  Dr.  No 
is  instead  prodding  colleagues  to  kill 
every  Clinton  program  in  sight 


It  was  Gramm  who  persuaded  Senate  Minority  Leader 
Robert  J.  Dole  iR-Kan.l  to  try  to  kill  Clinton's  crime  bill— a 
strategy  that  crumbled  when  GOP  moderates  defected.  Yet, 
even  in  failure,  Gramm  found  victory:  By  prolonging  debate, 
he  blocked  passage  of  major  health  reform  this  year.  "The 
President  has  failed  to  sell  his  programs  to  the  American 
people,"  says  Gramm.  "The  logical  thing  to  do  is  to  have  an 
election  in  November  and  start  over  next  year." 

That's  mighty  convenient  for  Gramm,  since  he  figures  the 
mid-term  elections  will  be  disastrous  for  the  Democrats.  And 
Gramm  can  claim  credit:  He  has  been  to  38  states  this  year, 
raising  as  much  as  $350,000  a  day  for  GOP  candidates. 

Gramm's  travels  also  help  forge  his  links  to  the  donor  net- 


work, letting  him  amass  an  $8  million  war  chest  of  his  own 
three  times  that  of  other  Presidential  rivals.  Colleagues 
ble  that  he's  a  self-promoter.  "Gramm  is  acting  absolutely, 
controllably  on  personal  ambition,"  says  a  GOP  Senate  aide 
To  this  charge,  Gramm  pleads  nolo  contendere.  "It's  a  v 
id  criticism,  but  what's  wrong  with  all  this  helping  me? 
sure  hope  I  get  more  than  saddle  sores."  And  if  the  Sena 
goes  Republican,  "maybe  some  people  will  like  me." 

Will  the  GOP  faithful  like  Gramm  enough  to  nominate  him 
'96?  His  folksy  homilies  don't  electrify  party  cattle  show 
and  his  speech  at  the  '92  GOP  conve 
tion  was  a  dud.  His  PhD  in  legislate 
gridlock  is  a  reminder  that  he's  a  ere 
ture  of  the  Capital  Beltway.  And 
economic  conservatism  hardly  stan 
out  in  a  crowded  GOP  field. 
demolition  king?  Still,  opponents  wl 
have  tangled  with  Gramm  warn  th 
it  would  be  a  mistake  to  discount  hii 
"People  don't  understand  how  shrew 
he  is,"  says  Clinton  adviser  Paul  E.  B 
gala,  whose  candidate,  Lloyd  Dogget 
was  trounced  by  Gramm  in  a  1984  Se 
ate  race. 

For  Gramm  to  win  the  right  to  challenge  Clinton,  party  pr 
figure  that  chief  rivals— Dole,  71.  and  former  Housing  &  Urb 
Development  Secretary  Jack  F.  Kemp— would  have  to  fizz 
Ex-Defense  Secretary  Richard  B.  Cheney  makes  Gramm  lo 
charismatic.  Former  Education  Secretary  Lamar  Alexander 
distrusted  by  the  right,  and  few  give  former  Vice-Preside 
Dan  Quayle  a  real  chance. 

The  way  Gramm  sees  it,  if  he  keeps  dynamiting  Clintor 
"welfare  state"  programs,  he'll  become  a  hero  to  party  st, 
warts.  But  unless  he  constructs  a  compelling  agenda  for  t 
country,  it's  unlikely  the  skillful  demolition  expert  will 
able  to  blast  his  way  into  1600  Pennsylvania  Avenue. 

Bt/  Douglax  Harbrec 


CAPITAL  WRAPUP I 


CONGRESS 


The  truth  may  have  been  the  first 
victim  of  the  crime  bill  Congress 
passed  on  Aug.  26.  Remember  the  bit- 
ter confrontation  between  Democrats 
and  Republicans  over  how  much  to 
spend  on  alleged  pork?  It  turns  out 
that  a  week  before  the  Senate  passed 
the  measure,  lawmakers  quietly  agreed 
to  spend  the  very  money  that  had 
parked  their  battle.  On  Aug.  19,  the 
mate  took  a  break  in  its  anti-crime 
dt  ,ate  and  voted  88-10  for  a  routine 
fiscal  1995  spending  measure.  It  includ- 
ed $2.4  billion  for  nearly  all  the  "waste- 
ful" programs  the  GOP  was  maligning— 
antigang  efforts,  a  juvenile  mentoring 


program,  and  drug-abuse  pi  mention. 

That  spending  bill  was  a  rst-year 
downpayment  on  the  $30  bill  m,  six- 
year  crime  measure,  which  i  quires 
Congress  to  vote  annually  to  i  'lease 
funds.  Unlike  the  deeply  partisan  ^rime 
measure,  the  spending  bill  was  ba  4ced 
by  all  but  two  Democrats  and  most 
Republicans,  including  Minority  Leader 
Bob  Dole  of  Kansas  and  New  York's 
Alfonse  M.  D'Amato.  Just  days  after 
voting  to  spend  the  money  for  the  fis- 
cal year  beginning  Oct.  1,  D'Amato 
took  to  the  floor,  attacking  the  "pork" 
in  the  crime  bill  with  his  version  of 
"Old  MacDonald."  President  Clinton 
and  Democrats  played  along  with  the 
charade.  Though  they  cried  that  a  de- 


feat would  handcuff  efforts  to  curta 
crime,  they  knew  Congress  had  alread, 
approved  the  first  batch  of  money. 

If  anyone  has  real  cause  to  cry,  i 
would  be  those  state  and  local  official 
who  were  supposed  to  be  the  benefic 
aries  of  federal  largesse.  Because  c 
tough  spending  caps  enacted  in  199 
and  1993,  the  crime  bill  will  have  to  b 
funded  largely  by  offsetting  cuts  i 
other  domestic  programs.  That  mean 
many  cities  and  states  will  get  nei> 
anticrime  money  just  as  they  lose  a 
equal  amount  of  federal  grant  assi 
tance,  much  of  it  used  for— what  else- 
crime  prevention.  "It's  almost  a  she 
game,"  admits  one  abashed  Senat 
aide.  By  Howard  Gleckma 
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WASHINGTON  OUT 


If  the  nineties  are  about  getting  value 
for  your  dollar,  then  the  Ascentia'"  SOON  is 
tmly  the  notebook  of  the  decade. 

Because  although  it  has  a  list  of  features 
that  put  it  right  up  there  in  the  high  perfor- 
mance class,  it  also  has  a  price  tag  that  will 
have  you  wondering  whether  it's  attached 
to  the  right  machine. 

For  starters,  the  800N  gives  you  Intel's 
powerful  486DX2/50MHz  microprocessor. 
Plus  hardware  accelerated 
local  bus  graphics. 

Bottom  line,  you'll  be 
amazed  not  only  by  what 
you  can  do,  but  by  how  fast 

Out  iwrh  the  floppy,  and  m  with  a  second 
you  can  do  it.  The  SOON  battery  pack  Battery  life  is  instantly  doubled 

manipulates  numbers  faster,  handles  graph- 
ics faster,  basically  does  everything  faster. 

And  then  there's  AST  Works  -Mobile 
Edition.  A  unique  interface  that  includes 
software  tailored  especially  tor  the  mobile 
professional  makes  you  productive  instantly. 

YOU'LL      LIKE  THE 


So  it's  easier  to  organize  tiles  and  quicker  to 
find  your  way  around  applications. 

We've  also  given  you  not  one  PCMCIA 
expansion  slot,  but  two.  So  you  can  add  a 
data/tax  modem  to  access  E-mail  and  check 
on-line  services,  and  there's  still  an  extra  slot 
to  add  an  Ethernet,  token  ring  or  SCSI  card. 

Oh,  and  there's  another  useful  feature 
that  you  won't  hnd  on  many  notebooks: 
a  removable  floppy  drive  which  can  be 
replaced  with  a  second 
battery  pack  to  double 
battery  lite,  giving  y<  iu  a 
total  of  up  to  six  hours. 

All  this,  and  the  peace 
of  mind  of  a  vyear  world- 
wide limited  waiTanty,  48-hour  rapid  repair 
service?  and  our  responsive,  around-the- 
clock  telephone  support. 

Call  800-S76-4AST  for  more  informa- 
tion about  the  Ascentia  SOON.  If  you 
haven't  already  mshed  out  and  bought  one. 

WE  WORK 


Ascentia  800N 

Intel  486SX/33MHZ  or 
Intel  DX2/50MHz  processor 
(3.3  volt) 

9.5"  diag.  Dual-Scan 
STN  color  display 

Vl  bus  hardware  graphics 
accelerator 

250MB  or  340MB  hard  drive 

4MB  RAM  standard, 
expandable  to  20MB 

2  Type  II  or  1  Type  III 
PCMCIA  slots 

SmartPoint  19mm  trackball 

NiMH  battery 

8.8"(d)x10.4"(w)x1.7"(h), 
5.9  lbs. 

Pre-loaded  with 
AST  Works-Mobile  Edition 


WAY 


COMPUTER 
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It  seems  you  can't  open  a  magazine  today  without  reading 
about  the  importance  of  understanding  your  customers. 

But  81%  of  CEO's  still  claim  they  don't  know  their 
customer  base.  And  55%  say  technology  hasn't  helped. 

What  good  is  information  that's  stovepiped,  so  the 
people  who  need  it  can't  get  their  hands  on  it? 

What  good  is  information  in  ten  different  databases? 

Our  Get  IX  Move  IT,  Use  IT™  solutions  recognize  both 
the  CEO's  need  for  customer  information  and  the  CIO's 
need  for  integration  and  open  architecture. 

Because  of  all  the  information  companies  out  there, 
we're  the  one  that  best  unites  the  strengths  of  both 
computing  and  communications  in  our  solutions. 

So,  for  a  major  retailer,  we  helped  them  discover  that 
70%  of  their  merchandise  was  not  productive.  And 
transformed  each  of  their  locations  into  a  customer-driven 
neighborhood  store.  Where  vendors  knew  what  was 
moving,  not  in  75  days,  but  in  less  than  a  week. 

For  a  European  insurer  with  a  nightmare  claims 
process,  where  20  pages  per  claim  got  filed  and  re-filed, 
and  passed  through  a  dozen  hands,  we  now  Get,  Move, 
and  Use  information  electronically  Productivity  is  up  almost 
30%.  And  the  same  staff  that  handled  4000  claims  a  month 
now  handles  6000. 

There's  a  Customer  Focused  Solution  that  can  help  you 
transform  your  company  into  a  truly  customer  intimate 
organization.  Call  1  800  579-5722.  We'll  tell  you  more. 


AIM  Customer 
Focused  Solutions. 
Turning  information 
into  understanding. 


Now  that  NCR  and  AT&T  are  one,  computing 
and  communications  have  come  together  to  help  you 
get  move,  and  use  information. 


AT&T 

Global  Information 
Solutions 


nternational  Business 


EUROPE  I 


WALTZ  OF  THE 
MEDIA  GIANTS 


With  Europe's  market  set  to  explode,  empires  are  teaming  up 


E 


uropean  television,  as  any  traveler 
knows,  offers  pretty  slim  pickings: 
I  game  shows,  movie  reruns,  talk- 
ing heads.  But  thanks  to  new  digital 
technology,  the  TV  wasteland  is  about 
to  bloom  with  fresh  possibility.  By  the 
end  of  1995,  new  digital  cable  and  digital 
satellite  services  are  expected  to  revolu- 
tionize the  media  landscape.  For  start- 
ers, the  number  of  TV  channels  avail- 
able to  broadcasters  will  swell  from  a 
handful  to  more  than  a  hundred.  Digital 
broadcasting  will  also  speed  the  develop- 
ment of  future  interactive  and  multime- 
dia services. 

No  wonder  Europe's  media  giants  are 
joining  forces  to  grab  the  lion's  share  of 
infrastructure,  programming,  and  distri- 
bution. In  a  half-dozen  recent  alliances 
that  cross  borders  and  span  industries 
(table),  companies  are  vying  for  a  fat 
slice  of  what  promises  to  be  a  bigger  TV- 
viewing  market.  On  Aug.  25,  Germany's 
Deutsche  Telekom— the  monopoly  tele- 
phone company  and  the  king  of  Europe- 
an cable,  with  13  million  subscribers— an- 
nounced that  Media  Services,  its  joint 
venture  with  publishing  superpower  Ber- 
telsmann and  Bavarian  media  mogul  Leo 
Kirch,  is  planning  trials  of  interactive 
TV  in  6,000  Berlin  homes  later  this  year. 
A  week  earlier,  Dutch  electronics  giant 
Philips  Electronics— best  known  for  TVs 
and  video  recorders— announced  plans 
to  offer  pay-per-view  services  to  cable 
operators  Europewide,  with  U.  S.  part- 
ner Graff  Pay-Per-View  Inc.,  starting  in 
September  in  Holland. 
"Europe's  couch  pota- 
toes are  about  to  be- 
come couch  comman- 
dos," says  Neil  Blackley, 
media  analyst  at  Gold- 
man, Sachs  &  Co.  in 
London. 

Revenues  from  key 
sej  merits  of  the  TV  in- 
dustry are  expected  to 
'Ow  from  $110  billion 
I  ■  $  150  billion  over  the 
xt  five  years  (chart), 
i  yone  from  state- 

A  BILLIONS  OF  DOLLARS 

oiNESS  WEEK 


owned  telephone  companies  to  consumer 
electronics  makers  is  investing  in  cable 
networks,  since  cable's  broad  bandwidth 
is  best  suited  to  carry  interactive  TV 
and  multimedia  services.  And  although 
most  cable  networks  are  still  analog, 
operators  can  fairly  easily  convert  their 
equipment  to  send  and  receive  digital 
signals— and  charge  their  customers  for 
the  decoder  box. 

critical  mass.  In  a  bold  bid  to  become 
Europe's  largest  cable  operator,  Philips 
Media  also  has  teamed  up  with  United 
International  Holdings  in  the  U.  S.,  and 
they  plan  to  set  up  systems  throughout 
Europe.  "The  European  market  is  the 
richest  market  after  the  U.  S.,"  says 
Scott  Marden,  president  and  CEO  of  Phil- 
ips Media  in  New  York.  And  rivaling 
Philips'  effort,  France's  Canal+  and  Ber- 
telsmann are  investing  $3<i0  million  to 
develop  new  pay-TV  service  throughout 
Europe  via  satellite  and  cable.  Michael 
Dornemann,  Bertelsmann's  chief  of 
worldwide  entertainment,  sees  Europe 
as  a  testing  ground  for  increasingly  glob- 
al products. 

Existing  players  hope  to  gain  critical 
mass  through  alliances  to  gain  access 
to  a  larger  base  of  subscribers.  Sub- 
scriber fees  for  cable  and  pay-TV  ser- 
vices generate  the  bulk  of  revenues  in 
the  European  TV  market,  where  com- 
mercial advertising  is  less  developed. 
With  so  much  new  competition,  capacity, 
and  programming,  pricing  for  the  new 
services  is  still  up  in  the  air.  But  rapid 


150 


CABLE-AND-PAY 
TV  REVENUES 


EUROPE'S  ELECTRONIC 
MEDIA  BOOM 


TV  AND  RADIO  ADS 

CONSUMER 
ELECTRONICS 
EQUIPMENT 


expansion  is  initially  likely  to  mean  lo 
er  revenues  for  any  one  supplier, 
several  years,  we  will  face  a  sort  of  pi  - 
adox  of  more  viewers  and  lower  re\ 
nues,"  says  Marc  Tessier,  an  executi 
vice-president  at  Canal+,  Europe's  lai 
est  pay-TV  broadcaster.  That's  why 
wide  subscriber  base  is  so  desirable 
Besides  competing  with  one  anoth 
cable  operators  are  head-to-head  wi 
satellite  technology.  In  contrast  to  t 
U.  S.,  Europe  has  already  seen  big 
vestment  in  direct-broadcast  satell 
technology,  which  digital  promises 
make  even  more  competitive.  Digi 
satellite's  new  chann 
could  eclipse  the  futi 
growth  of  cable  in  coi 
tries  such  as  Britain  a 
France  where  cable 
underdeveloped.  Mew 
while,  in  Belgium,  H 
land,    and  German 
where  cable  is  doi 
nant,  the  arrival  of  d 
ital  satellite  broadca 
ing  will  provide  acc< 
for  new  entrants 

The  race  to  cont 
the  satellite  airwaves 
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DIALING  FOR  PRIME  TIME  IN  EUROPE 


Partners 


Venture 


PHILIPS  ELECTRONICS, 
ROYAL  PTT  NETHERLANDS, 
AND  GRAFF  PAY-PER-VIEW 


Europewide  pay-per-view,  video 
on  demand,  and  interactive 
TV  services,  starting  in  Holland 
in  September 


WALT  DISNEY  AND 
LUXEMBOURG-BASED  CLT 


A  new  channel  called  Super  RTL 
aimed  at  children,  starting  in 
Germany  in  1995 


CANAL+AND 
BERTELSMANN 


Investing  $360  million  to  develop 
and  distribute  digital  pay-TV  ser- 
vices Europewide 


BERTELSMANN,  DEUTSCHE 
TELEKOM,  AND  FILM-RIGHTS 
MAGNATE  LEO  KIRCH 


Formed  Berlin-based  Media 
Services  to  offer  pay-TV  and 
interactive  multimedia 
services  starting  in  1995 


FRANCE  TELECOM  AND  Launched  Multivision  in  May, 

LYONNAISE  DES  EAUX-DUMEZ  the  first  French  pay-per-yiew 

TV,  and  are  developing 
multimedia  services 


NEWS  INTERNATIONAL 
AND  GOLDMAN  SACHS 


Purchased  stakes  in 
Bertelsmann's  ailing  VOX  chan- 
nel in  Germanv 


DATA:  BUSINESS  WEEK 


CONTROL  ROOM  AT  CANAL+  :  THE 
NUMBER  OF  TV  CHANNELS  AVAILABLE 
TO  BROADCASTERS  WILL  SOON  GO 
FROM  A  HANDFUL  TO  MORE  THAN  lOO 


j|  lready  on.  European  media  giants  like 
lupert  Murdoch's  British  Sky  Broad- 
asting  and  Canal+  want  the  European 
Inion  to  back  proprietary  systems  that 
ecode  the  digital  signals  beamed  to  TV 
8ts.  But  public  broadcasters  and  small- 
r  rivals  are  fighting  for  an  open  inter- 
file that  would  allow  any  new  player  to 
evelop  services.  Once  a  few  big  compa- 
ies  take  control  of  the  infrastructure, 
ley  argue,  it  will  be  difficult  to  change 
le  way  markets  are  carved  up. 
USTING  barriers.  European  Union  reg- 
lators  have  asked  the  Geneva-based 
•igital  Video  Broadcast  Group  (DVB)  to 
avelop  recommendations  to  regu- 
te  the  market.  The  association  of 
50  broadcasters,  producers,  and 
avernment  officials  is  likely  in 
eptember  to  agree  to  support 
svelopment  of  both  proprietary 
id  open  systems.  But  in  reality, 
Imits  Albrecht  Ziemer,  a  DVB 
>mmittee  co-chairman,  that  prob- 
}]y  means  a  handful  of  large 
ayers  will  rush  into  the  market 
iith  proprietary  systems,  making 
economically  risky  for  newcom- 
e  *s  to  try  competing. 

Besides  challenging  regulators, 

RNATIONAL  BUSINESS 


digital  TV  may  also  bring  down  stub- 
born cultural  barriers  within  and  around 
Europe.  Alliance  partners  already  are 
plotting  to  acquire,  develop,  and  control 
programming  that  can  be  marketed  to 
the  widest  possible  audience.  "It's  im- 
possible to  launch  a  new  TV  service  and 
expect  it  to  be  profitable  on  a  national 
basis.  We  have  to  consider  Europe  as  a 
whole  now,"  says  Tessier  of  Canal+. 

A  European  Union  directive  current- 
ly requires  broadcasters  to  maintain  at 
least  50%  European  programming.  At 
first,  however,  a  lot  of  the  new  chan- 
nels are  likely  to  carry  considerable 


low-cost  Hollywood  programming,  since 
developing  European-based  programs 
is  10  times  more  expensive  than  buying 
rights  to  U.  S.  TV  and  film  fare.  Walt 
Disney  Co.  already  has  begun  develop- 
ing children's  TV  programming  for  sev- 
eral European  countries,  and  on  Aug. 
23  announced  a  joint  venture  with  Lux- 
embourg-based CLT  to  launch  a  new 
children's  channel  in  Germany  next 
year.  As  digital  services  become  more 
profitable,  European  companies  will  in- 
vest more  in  local  programming,  says 
Tessier. 

Despite  the  stampede  toward  a  new 
digital-TV  future,  market  research- 
ers and  CEOs  agree  the  payoff  is 
years  away.  Cable  operators  in 
Britain  still  show  a  loss  when 
voice-phone  revenues  are  stripped 
from  total  operations.  As  a  re- 
sult, partners  in  the  current  spate 
of  alliances  could  drop  out  or  re- 
shuffle in  coming  years.  For  the 
time  being,  though,  the  partici- 
pants are  betting  that  bigger  will 
be  better  when  digital  infotain- 
ment hits  Europe's  TV  screens. 

By  Gail  Edmondson  in  Paris, 
with  Patrick  Oster  in  Brussels 
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CHINA  I 


RON  BROWN'S 
'LOVEFEST'  IN  BEIJING 


China  threw  the  U.S.  billions  in  deals  and  made  a  gesture  on  human  rights 


They  came.  They  schmoozed.  They 
cut  deals.  With  24  American  CEOs 
in  tow,  Commerce  Secretary  Ro- 
nald H.  Brown  made  billions  worth  of 
rain  for  U.  S.  companies  on  his  August 
China  trip.  Chinese  officials,  grateful  for 
his  backslapping  "commercial  diploma- 
cy," responded  by  agreeing  to  resume 
human  rights  talks.  Brown's  visit,  the 
first  since  President  Clinton  renewed 
China's  most-favored-nation  trade  status 
in  June,  contrasts  with  the 
disastrous  trip  in  March  by 
Secretary  of  State  Warren 
M.  Christopher.  This  time, 
says  a  U.  S.  official,  the 
meetings  were  a  "lovefest." 

For  an  Administration 
plagued  by  foreign  policy 
crises,  Brown's  trip  is  shap- 
ing up  as  a  much  needed 
success.  U.  S.  companies 
signed  over  $6  billion  in 
deals,  many  for  giant  infra- 
structure and  manufactur- 
ing projects.  The  test  is  to 
turn  the  good  feelings  into 
more  progress.  Washington 
wants  cooperation  on  a 
number  of  irritants  such  as 
China's  growing  trade  sur- 
plus. The  U.  S.  will  hold  out 
for  concessions  before  ap- 
proving Beijing's  application 
to  enter  the  General  Agree- 
ment on  Tariffs  &  Trade. 
LEGAL  AID.  The  deals  assure 
U.  S.  companies  of  a  key 
role  in  China's  industrial  de- 
velopment. General  Elec- 
tric and  Westinghouse  an- 
nounced power  deals  worth 
at  least  $200  million,  while 
Boeing  won  $1  billion  in  air- 
line orders.  IBM  said  it  was 
forming  a  joint  venture  to 
develop  an  information 
superhighway.  More  an- 
nouncements are  expected, 
possibly  including  a  coveted 
minivan  contract  for  Chrys- 
ler Corp.  Moreover,  China 
agreed  to  regular  meetings 
on  areas  such  as  telecom- 
munications, automobiles, 
the  environment,  pro- 
viding a  window  for  future 


deals.  The  U.  S.  also  pledges  more  assis- 
tance for  developing  and  promoting  com- 
mercial law  in  China. 

While  editorialists  in  the  U.  S.  have 
excoriated  Brown  for  kowtowing  to  Chi- 
na, human  rights  activists  in  Hong  Kong 
have  reacted  with  restraint.  Chinese  dis- 
sidents "have  known  for  some  time  that 
they  cannot  count  on  America,"  says 
one  Chinese  activist.  Moreover,  with  the 
succession  to  Deng  Xiaoping,  90,  so  un- 


FOR  AN  ADMINISTRATION  BESET  BY  FOREIGN  POLICY 
CRISES ,  BROWN'S  TRIP  WAS  A  MUCH-NEEDED  SUCCESS, 
BUT  MANY  POINTS  OF  TENSION  REMAIN 


clear,  there's  little  influence  any  U. 
policy  could  have  on  Beijing's  nervou 
leaders,  says  John  Kamm,  a  U.  S.  bus: 
nessman  active  in  human  rights  issues' 
But  now  "we  may  get  some  improve} 
ment  along  the  margins,"  says  Kamm 

Markets  reacted  more  emphatically 
to  the  visit.  Hong  Kong's  Hang  Sen 
index  rose  2.5%  on  Aug.  31  to  close  a) 
9,926,  capping  a  9%  jump  over  five  day 
The  rise  reflected  "the  fundament; 
change  in  the  relationship  between  th 
U.  S.  and  China,"  says  Eugene  Law,  dj 
rector  of  research  at  Standard  Chat 
tered  Securities  Ltd.  in  Hong  Kong. 

After  the  euphoria  fades,  formidabll 
obstacles  will  remain.  They  include  Ch] 
na's  trade  surplus  with  the  U.  S.— $3 
billion  last  year— American  demands  fd 
greater  protection  of  intellectual  propeij 
ty  rights,  and  China's  gatt  application 
U.  S.  leverage  over  gat| 
won't  do  much  in  the  hJ 
man  rights  talks.  And  som 
analysts  doubt  the  Chines] 
will  follow  through  on  som 
of  the  commercial  pledge! 
made  to  Brown.  "You  don 
know  how  many  of  thj 
deals  will  really  happen 
says  Nick  Amesworth,  sea 
ior  equity  salesman  wit! 
Morgan  Stanley  Asia  Lt( 
in  Hong  Kong. 

Nonetheless,  Brown  ha 
broken  the  logjam.  Mor 
commercial  diplomacy  is  c 
the  way.  In  October,  E:| 
port-Import  Bank  Chairms 
Kenneth  D.  Brody  will  vis 
China  to  back  up  many 
the  deals  with  cash.  Ex-L 
officials  expect  to  appro\ 
financing  for  up  to  $1.1  bi 
lion  in  export  contracts 
China  this  year,  a  40% 
crease  from  1993. 

To  prove  that  constru 
tive  engagement  works  be 
ter  than  confrontatio 
though,  Clinton  has  to  c 
more.  He  won't  have  muc 
time.  The  annual  Asia  P 
cific  Economic  Cooperatk 
summit  will  be  held  in  N 
vember  in  Indonesia.  The 
the  President  will  con 
face  to  face  with  China 
President  Jiang  Zemin.  I 
then,  Clinton  hopes  he  c; 
show  that  his  new  poli( 
does  more  than  bring  hon 
dollars  to  U.  S.  companie: 

By   Dave  Lindorff 
Hong  Kong,  Lynne  Curry 
Beijing,  and  Douglas  He 
brecht  in  Washington 
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BREITLING 


1884 


CHRONOMAT 

At  a  time  when  instruments  routinely 
monitor  flight  data  at  Mach  1  miles  above  the 
earth,  why  continue  improving  mechanical 
chronographs?  Precisely  because  there's 
more  to  time  than  technology!  Just  ask 
Breitling,  the  world's  leading  maker  of  time 
instruments  for  aviation  professionals.  Its 
intricately  beautiful  movements  and  lovingly 
hand-polished  watchcases  put  technological 
progress  in  a  broader,  more  rewarding 
perspective. 

Like  the  Concord,  the  world's  first  supersonic 
airliner  but  surely  not  the  last,  Breitling's 
Chronomat  draws  time  and  space  ever  closer  - 
with  both  aesthetic  excellence  and 
outstanding  technical  performance. 


Selfwinding  mechanical 
calibrated  to  1/5 th  of  a  second. 
30-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 
Easy-to-read  calendar. 

Ratcheted,  unidirectional  rotating  bezel  with 
marker  tabs. 

Case  water-resistant  to  100  m  (300  ft)  with 
glareproofed  cambered  sapphire  crystal; 
screwlocked  crown  and  case  back. 
Steel,  two-tone  finish  with  18  K  gold  tabs, 
steel  and  18  K  gold;  choice  of  yellow  or  white 
18  K  gold. 

Available  with  three  types  of  leather  strap 
and  choice  of  tang-type  buckle  or  folding 
clasp,  or  else  with  a  "Pilot"  or  "Rouleaux" 
bracelet. 


AUTHORIZED  BREITLING  AGENT: 

JOHN  D.  HUNTLEY,  INC. 

"Very  Personal  investments" 

313-B  s.  College  Ave, 
College  Station,  TX  77840 

(409)  846-8916 


INSTRUMENTS      FOR  PROFESSIONALS 


nternational  Outloo 


EDITED  BY  JOHN  PEARSO 


CASTRO  JUST  MIGHT 

REACH  FOR  THE  OLIVE  BRANCH 


Something's  got  to  give.  The  Clinton  Administration's 
policy  of  warehousing  Cuban  refugees  at  Guantanamo 
while  trying  to  further  isolate  the  Castro  regime  is 
looking  more  and  more  unsustainable.  That's  partly  because 
the  refugee  flow  isn't  going  to  dry  up.  Guantanamo  will  fill  up 
even  if  the  exodus  ebbs  to  300  to  500  a  day.  And  rising  discon- 
tent could  upend  Clinton's  strategy  by  sparking  a  riot.  "The  im- 
migration threat  is  one  of  the  few  Castro  has  left,"  says  Gillian 
Gunn,  director  of  the  Cuba  Project  at  Georgetown  University. 
"He  is  unlikely  to  entirely  shut  down  the  flow  until  he  gets  the 
U.  S.  to  address  some  aspect  of  the  overall  relationship." 

The  main  political  target  of 
Clinton's  policy,  of  course,  is  not 
Castro  but  Florida  with  its  Dem- 
ocratic governor,  Lawton  Chiles, 
who  fears  that  a  refugee  wave 
could  sink  his  reelection  chances. 
That's  why  Clinton  hopes  to  keep 
a  lid  on  things  at  least  until  No- 
vember. So  he  is  offering  Castro 
an  escape  valve  for  some  20,000 
legal  Cuban  immigrants  annually, 
long  authorized  by  U.  S.  law,  in 
return  for  Castro's  help  in  curb- 
ing the  rafters.  For  Castro,  an 
orderly  outflow  of  discontented 


CUBANS  IN  GUANTANAMO:  RISING  DISCONTENT 


Cubans  would  ease  internal  tensions. 

"first  step."  Beyond  such  a  limited  quid  pro  quo,  Clinton  is 
wary  of  taking  additional  steps.  Further  dealings  with  Castro 
could  cause  the  Cuban-American  right  wing  to  turn  on  him— 
and  Chiles— in  fury. 

Still,  Secretary  of  State  Warren  M.  Christopher's  recent 
statement— that  the  U.  S.  would  consider  easing  Cuba's  isola- 
tion in  response  to  positive  steps  by  Havana— could  mark 
the  beginning  of  a  path  through  the  deadlock.  Strictly  speak- 
ing, Christopher  broke  no  new  political  ground:  He  was  quot- 
ing the  1992  Cuban  Democracy  Act,  which  tightened  the  U.  S. 


embargo  against  Cuba  but  offered  just  such  a  limited  oli™ 
branch.  The  catch  is  that  Castro  must  make  the  first  moveB 
Some  experts  think  Castro  may  be  ready  to  do  that,  starl 
ing  with  steps  toward  a  freer  economy.  In  1993,  he  launchqj 
such  reforms  but  pulled  back.  But  Raul  Hinojosa  Ojeda,  a  vi 
iting  scholar  at  the  Inter-American  Development  Bank,  saj 
Castro's  economic  advisers  now  are  much  like  those  the  U 
has  worked  with  in  Eastern  Europe.  "I  have  never  seen  Cu 
more  ready  and  willing  to  contemplate  [reforms],"  he  say! 
"This  would  be  the  first  step  toward  political  liberalization.! 
In  Washington,  there  is  growing  political  support  for  eiji 
gagement.  Lee  H.  Hamilton  (D-IndJ 
chairman  of  the  House  Foreign  Affair1 
Committee,  and  Richard  D.  Lugar,  ran 
ing  Republican  on  the  Senate  Forei 
Relations  Committee,  are  among  legisl 
tors  advocating  this.  "It's  important  th 
we  begin  to  spell  out  what  we  are  pr 
pared  to  do  to  reward  Cuba  for  movi 
toward  democracy,"  Hamilton  says. 

Such  views,  along  with  editorials 
influential  U.  S.  newspapers  calling  f 
steps  from  negotiations  to  outright  repe 
of  the  embargo,  give  Clinton  a  measu: 
of  political  cover  for  shifting  course. 
Cuban  officials  were  to  mention  in  tl 


immigration  talks  that  they  were  mulling  a  political  amnesty, 
could  be  hard  for  the  Administration  not  to  respond. 

What  both  the  Haitian  and  Cuban  crises  suggest  is  that  tl 
Administration  has  let  larger  U.  S.  foreign-policy  interests  1 
sidetracked  by  parochial  concerns  because  it  hasn't  figured  O" 
what  its  long-term  objectives  are.  In  late  August,  Commen 
Secretary  Ronald  H.  Brown  was  in  China  wooing  Beijir 
despite  China's  high-profile  human-rights  abuses.  If  the  U. 
can  court  Chinese  business,  it  may  be  increasingly  difficult  f 
Clinton  to  refuse  even  to  talk  to  Havana. 

By  Ami/  Borrus  in  Washington,  with  bureau  repm 


GLOBAL  WRAPUP I 


OPENING  SOUTH  AFRICA'S  MARKET 

President  Nelson  Mandela's  govern- 
ment plans  to  open  key  industries 
rapidly  to  global  competition,  sharply 
reversing  the  former  socialist  leanings 
of  Mandela's  African  National  Con- 
gress. Trade  &  Industry  Minister  Tre- 
vor Manuel  proposes  to  slash  textile 
tariffs  to  half  the  levels  allowed  by 
the  General  Agreement  on  Tariffs  & 
Trade  within  eight  years  while  lower- 
ing duties  on  autos  to  30%,  instead  of 
the  45%  sought  by  carmakers.  He  also 
vows  to  cut  export  subsidies  for  manu- 
factured products  such  as  steel. 

Manuel  warns  that  drastic  industrial 
I  ructuring  is  needed  to  make  South 


Africa's  economy  competitive  after 
decades  of  state  intervention,  partly  de- 
signed to  counter  sanctions  against  the 
apartheid  regime.  However,  Manuel  is 
risking  clashes  not  only  with  industrial 
lobbies  but  with  the  ANC's  labor-union 
backers.  The  textile  workers'  union  is 
threatening  widespread  protests  if  the 
government  does  not  back  restructuring 
plans  devised  last  year  by  the  union 
and  employers.  That  blueprint  calls  for 
$1  billion  in  state  aid— far  more  than 
the  government  is  willing  to  provide. 

ULSTER'S  HOPES  RISE  

The  halt  to  violence  declared  by  the 
Irish  Republican  Army  on  Aug.  31 
brought  a  ray  of  optimism  to  North- 


ern Ireland's  1.6  million  war-wean 
residents.  But  barely.  Even  if  th 
cease-fire  holds,  the  next  steps  wil 
be  even  more  problematic— from  with 
drawal  of  British  troops  to  negotia 
tions  on  what  kind  of  government  ti 
form,  and  ultimately,  whether  to  joii 
the  Irish  Republic  or  remain  part  o 
Britain. 

One  immediate  beneficiary  could  b 
British  Prime  Minister  John  Major 
who  staked  his  political  future  on  al 
lowing  secret  talks  to  settle  the  25 
year-old  conflict.  Northern  Ireland  res 
idents  also  could  benefit  from  ai< 
packages  being  prepared  by  the  U.  S 
the  European  Union,  and  Britain  t 
underpin  the  peace  process. 
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YOU  RE  DOING  THE  QUART 
GRAB  THE  EAST  COAST 
THE  PROFIT  CHART.  AND  TU 
WAIT.  DID  YOli  JUST  D 


Pretty  amazing.  Anywhere  else, 
you'd  need  extra  appendages  to  get  so 
much  done  so  quickly.  And  so  easi- 
ly. But  once  you  get  hold  of 
the  Microsoft  Office,  breezing 
through  a  complex  job  like  this 
is  just  plain  simple. 

Maybe  even  a  little  fun. 

For  instance,  look  at 
how  that  quarterly 
report  comes 
together. 
You  start  by 
writing  your 
basic  report  in 
Word,  our  intuitive  wore 


processor.  Like  all  the  best-selling       Instantly.  All  thanks  to  our  exclusive  >. 
programs  in  the  Microsoft     IntelliSense  technology.  It  tracks  i.xu 


Word  E\C 


The  Microsoft  Office  family  of  prod- 
ucts fit  together  so  elegantly,  you'll  easily 
s  do  more  in  less  time.  All  In  v  mrsel) 


(  )ffice,  its  considered  b\  the  experts  ^^aaf  your  progress,  mak 
to  be  the  best  of  its  kind.  ing  everyday  functions  happen 

Word  helps  you  in  lots  of  ways  -     automatically.  And  making  the  mor 
from  plugging  in  your  choice  of         involved  tasks  go  swimmingly,  too 
formats  to  fixing  common  typos.  You  want  that  report  of  yours 


[  i  on  foi  the  Microsoft ( rfficc  is  no-charge;  however,  normal  r.  Icphonc  compan)  charges  anplv  Microsoft  support  services  are  subject  to  Microsoft's  then-current  prices,  terms,  and  conditions,  .inj  .ire  sub|ect  to  change  without  notice.  wbrdFerii 
..,|,.n,  I  m  p.ir.itchl  lc,  ii>l,,riii.itn>[i  only:  In  the  SO  United  States,  call  (800)  170-8957,  Depl  I  l  i  In  Canada,  call  (800)  563-9048  Outside  the  US  and  C  anada,  call  your  local  Microsoft  subsidiary  or  (206)  916-8661.  (  ustomcrs  who  are  deaf  or  hard 

i  Microsoftt  ornorarion 


LY  REPORT  AND  DECIDE  TO 
URES,  PLUG  THEM  INTO 
IT  ALL  INTO  COLOR  SLIDES. 
LL  THAT  BY  YOURSELF? 


to  be  backed  by  solid  data,  so  you 
click  into  our  Microsoft  Access  data- 
base. In  a  blink,  the  information 
^ou  need  is  front  and  center.  Any 
way  you  want  it. 

Then  you  pop  those  regional  fig- 
ares  straight  into  Microsoft  Excel, 
:he  spreadsheet  that  makes  powerful 
inalysis  easy.  Here  IntelliSense  lets 
ou  create  an  impactful  3-D  chart  in 
a  couple  of  moves. 

Drag  that  chart  into  Word  and 
'ou've  got  one  impressive  report. 
Vnd  changes  can  be  made  right  in 
)lace.  Because  one  click  brings 

all  your  spreadsheet  tools 
right  to 

vant  to 

•resent  this  to  your 
|  >artner?  Great.  Slip  into  the 
bwerPoint"  presentation  graphics 
rogram  and  get  compelling  slides 
t  your  fingertips.  Immediately. 

These  four  full-featured  pro- 
rams  all  work  in  the  same  consis- 
:nt  way,  so  you're  free  to  concen- 


trate on  developing  your 
ideas.You  don't  even  have 
to  think  about  which  pro- 
gram you're  in. 

And  all  that  built-in 
intelligence  just  means 
you've  always  got  a 
helping  hand  when 
you  need  it  most. 

Our  support 
team  backs  up 
that  philosophy 
with  the  best 

assistance  you  can  get.  Fact 


Microsoft  Word    i'NO.Ji'l'l  Oil!  ™ 

Clle    Edit  yiew 

Insert    Format    loots     Table     Window  tj 

tip 

|D|eS|Hll«iaJy 

s|ji||f  ||toox  mug! 

ENCORE  [pfi^i^ra^ltll] 


2nd  Quarter  Report 

Encore  moves  into  the  third  quarter  with  another  Impressive  period  of  growth  in  sales  with 
overall  revenues  at  $441,000  for  Q2  Although  last  year's  relatively  quiet  activity  seems  to  be 
safely  behind  us, there  are  several  key  Issues  that  should  be  continually  scrutinized  in  order  to 
rrent  progress 

Technological  advances  in 
teyboard  sound  production 
Demand  for  classic  model  guitars 
Cool  down  of  saxophone  sales 


Above-the-llne  retu 
«143j000  This  repre 


rgln  can  be  traced  almost  directly 


Any  tool  you  need  is  a 
single  click  away.  So  creating 
rich,  compelling  documents 

(and  slides)  is  a  cinch. 


Microsoft  Office.  You'll  find 
is,  the  Microsoft  Office  programs        things  you  could  never  do  before 
are  the  only  products  of  their  kind      are  easy  to  accomplish.  All  at  once, 
with  unlimited  product  support 
available  for  no  service  charge.* 
Only  Microsoft  Office  pulls 
the  tools  you  need  into  such  easy 
reach.  Quickly.  Ingeniously. 

Call  us  at  (800)  370-8957,  Depart- 
ment EYE  Then  we'll  send  you  our 
Office  Information  Kit. 

Or  go  by  your  nearest  computer 
store  and  get  your  hands  on  the 


MciosoftOffice 


t  support  .iftcr  l80tUys.ffl  1994  Microsoft  Corporation  All  nnhts  reserved-  Microsoft  Olticc  Protcssion.il,  shown  here,  iik  link  n  Mier.,s,.li  Excel,  Word,  PowerPoint,  Microsoft  Access  and  a  Mail  workstation  license  (server  and  software  must  be 
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THE  ECONOMICS 
OF  AGING 


Grow  old  along  with  me! 
The  best  is  yet  to  be, 
The  last  of  life 

for  which  the  first  was  made. 

—Robert  Browning,  1864 

Americans  are  getting  older. 
The  Woodstock  generation,  the 
roughly  76  million  baby  boomers 
who  were  born  from  1946  to  1964,  is 
going  gray.  The  elderly  are  living  longer-. 
And  Americans  seem  gripped  with  fore- 
boding about  aging.  Growing  old  means 
years  wasting  away  in  nursing  homes, 
debilitated  by  chronic  illness— as  Shake- 
speare writes,  "sans  teeth,  sans  eyes, 
sans  taste,  sans  everything." 

The  visions  grow  darker  on  fears  that 
spendthrift  Americans  aren't  saving 
enough  and  that  when  they  retire,  their 
living  standards  will  plunge.  Social  Secur- 
ity payments  may  not  be  there  to  help 
out  as  the  system  buckles  with  too  few 
workers  supporting  too  many  retirees. 
And  the  swelling  ranks  of  the  elderly 
will  send  medical  costs  spiraling  out  of 
control  until  "we  will  have  to  limit  health 
care  for  the  elderly,"  says  Daniel  Calla- 
han, director  of  the  Hastings  Center  for 
bioethical  research.  Little  wonder  that 
intergenerational  animosity  has  become  a 
staple  on  talk  radio.  These  days,  the 
mantra  "we  can't  afford  it"  echoes  from 
Senate  hearing  rooms  to  corporate  board- 
rooms. Altogether,  the  worst  is 
yet  to  be. 


But  there  are  strong  reasons  to  be- 
lieve that  the  age  apocalypse  won't  ar- 
rive. Like  your  grandfather's  Oldsmo- 
bile,  the  image  of  an  America  debilitated 
by  age  belongs  to  a  different  economy 
and  an  earlier  generation.  Instead,  a  se- 
ries of  broad,  mutually  reinforcing 
changes  in  the  U.  S.  economy  will  make 
an  aging  population  much  more  of  an 
economic  asset  than  before. 
FIT  FOR  LIFE.  One  striking  transforma- 
tion is  how  companies  now  use  informa- 
tion technologies  to  raise  productivity. 
And  higher  productivity,  the  fundamen- 
tal source  of  economic  wealth,  makes  it 
easier  to  fund  the  Social  Security  and 
health-care  bills  that  are  squeezing 
America's  wallet  today.  Another  change 
is  that  people  can  be  more  productive 
far  longer  in  an  information-and-services 
economy  than  one  dominated  by  facto- 
ries and  heavy  industry.  Healthier  life- 
styles and  medical  advances  should  also 
postpone  disability  among  the  elderly. 
Says  Dr.  Sanford  Finkel,  director  of  the 
Buehler  Center  on  Aging  at  Northwest- 
ern University:  "People  who  used  to  be 
considered  old  at  65  are  usually  still  in 
their  prime  at  that  age  today." 

Boomers  are  also  better  off  than  their 
parents.  Their  real  median  house- 
hold income  and  wealth 
is  higher  than 


their  parents'  at  comparable  ages.  Bi 
lions  of  dollars  are  pouring  into  retir 
ment  savings  plans  and  mutual  tunc 
as  boomers  reach  those  sober  ages  wh( 
savings  typically  rise.  "Those  who  say 
is  going  to  be  awful  don't  understan 
that  boomers  have  multiple  sources 
income  and  multiple  retirement  packaj 
es  for-  husbands  and  wives,"  says  Charl< 
Longino,  demographer-gerontologist 
Wake  Forest  University. 

Certainly,  the  numbers  heading  fi 
Golden  Pond  are  staggering.  Toda 
about  1  in  8  Americans  is  65  years 
older,  compared  with  1  in  25  at  the  tui 
of  the  century.  By  2030,  1  in  5  Amei 
cans  will  be  elderly.  And  senior  eitizer  as 
are  around  for  a  lot  longer.  Life  expe  lion 
tancy  at  birth  was  47  years  in  1900; 
1993,  it  reached  76  years.  For  tho: 
reaching  age  65,  average  life  expectanc  ■ 
for  men  is  projected  to  rise  from  a  cu 
rent  81  years  to  85  in  2040;  for  wome 
it's  85  and  88.  The  fastest-growing  se; 
ment  of  the  population  is  the  so-calk 
oldest  old— those  85  years  or  more. 

To  be  sure,  not  all  these  senior  ci 
zens  will  be  physically  and  fi- 
nancially healthy 
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HT'S  THE  BEGINNING" 

arl  Rowan,  85,  sold  his  Butte  (Mont.) 
•estaurant— then  went  to  work  as  a 
greeter  at  the  local  Wal-Mart 

n  retirement.  Especially  vulnerable  are 
ess  educated  workers,  who  have  had 
heir  incomes  hammered  by  global  com- 
letition  and  high-tech  investment.  Also 
.t  risk  are  the  growing  ranks  of  single- 
larent  households,  typically  headed  by  a 
roman.  Both  groups  are  far  less  likely  to 
iave  a  pension  plan  and  own  their  home, 
ndeed,  while  some  twentysomething  ac- 
ivist  groups,  rebelling  against  costly 
sderal  benefit  programs  for  the  elderly, 
'ear  up  for  a  generational  showdown, 
he  economy's  real  fault  line  is  not  the 
eneration  gap  but  the  growing  split  be- 
ween  rich  and  poor.  And  Washington's 
altering  drive  for  overhauling  the 
ealth-care  system  raises  concern  for 
rospects  of  bringing  medical  inflation 
nder  long-term  control. 
iew  order.  Nevertheless,  the  positive 
irces  at  work  are  powerful.  Among 
hem  is  a  stronger  economy.  Thanks 
irgely  to  the  information  revolution,  the 

.  S.  economy  can  ramp  up  output  with- 
ut  triggering  an  inflationary  surge.  Com- 
anies  are  spending  huge  sums  on  com- 
uters,  software,  and  telecommunications 
ear— the  foundations  of  the  information 
?onomy.  Real  business  expenditures  on 
11  forms  of  information  technology  have 
)ared  by  nearly  70%  over  the  past  three 
ears,  says  Stephen  S.  Roach,  economist 
t  Morgan  Stanley  &  Co.  The  result: 
reater  efficiency  and  lower  prices.  Over 
le  past  two  years,  gross  domestic  prod- 
zt  per  worker  has  risen  at  a  L5%  annu- 

pace.  And  consumer  inflation  is  run- 
ng  at  a  tepid  2.8%  yearly  rate. 

Strong  growth  takes 
ire  of  a  lot 
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of  problems  by  raising  living  standards. 
In  a  self-reinforcing  cycle,  higher  pro- 
ductivity boosts  real  incomes  and  corpo- 
rate profits,  stimulating  investment  and 
savings,  and  so  forth.  For  example,  with 
long-term  productivity  expanding  at  a 
L5%  annual  rate,  gross  domestic  product 
per  elderly  person  in  1987  dollars  rises 
from  $158,000  in  1993  to  $194,000  in  2010 
and  to  $207,600  in  2050.  By  contrast,  at 


Japan,  because  their  populations  are  ag- 
ing even  faster  than  that  of  the  U.  S., 
and  their  economies  are  less  flexible. 

Workplace  changes  are  part  of  the 
demographic  transformation,  too.  Peo- 
ple will  be  working  longer,  and  older 
people  will  contribute  more  to  economic 
growth.  Clearly,  the  information  econo- 
my will  ease  the  transition  to  longer 
working  lives.  Working  with  computers 


Immigration  should  keep  bringing  in  young 
workers,  moderating  the  effects  of  aging 


the  0.75%  annual  rate  that  holds  for  part 
of  the  1970s  and  1980s,  GDP  per  senior 
citizen  is  12%  lower  in  2010  and  35%  less 
in  2050.  Says  Richard  Suzman,  chief  of 
demography  at  the  National  Institute  on 
Aging:  "The  growth  rate  of  the  economy 
is  a  far  more  important  variable  than 
the  simple  age  of  the  population."  And 
high  growth  rates  in  the  U.  S.  do  more 
to  ease  any  burdens  from  an  aging  pop- 
ulation compared  with  other  major  in- 
dustrial nations,  such  as  Germany  and 


in  service-sector  occupations  such  as  fi- 
nancial services  and  medical  diagnostics 
is  much  less  demanding  physically  than 
manning  an  auto  assembly  line  or  min- 
ing for  coal.  Says  Maria  C.  Robotham, 
manager  of  health  care  and  aging  stud- 
ies at  the  Futures  Group  Inc.,  a  con- 
sulting firm:  "We  are  also  finding  more 
interest  in  second  and  third  careers.  A 
lot  of  retired  people  are  returning  to 
start  a  new  career." 

Of  course,  some  people  will  find  the 


shift  to  longer  work  lives  traumatic.  Th 
median  retirement  age  declined  frora 
age  67  to  63  from  1950-55  to  1985-9C 
Yet  it's  unrealistic  for  people  to  expec 
to  spend  almost  a  third  of  their  lives  h 
retirement.  Already,  the  Social  Seem 
ity  retirement  age  for  full  benefits  ij 
slated  to  increase  to  67  in  2022,  vs.  thl 
current  65.  And  an  aging  workforce  will 
compel  companies  to  rethink  virtuall|| 
every  aspect  of  how  they  orga^ 
nize  business  in  order  to  tap  int 
the  knowledge  of  their  older  woril 
ers  while  keeping  promotion  on 
portunities  open  for  younger  enj 
ployees.  The  payoff  will  be  hugi 
though.  "Just  as  the  economy  w; 
blind  to  the  potential  of  wome 
and  work,"  says  Betty  Frieda: 
author  of  The  Feminine  Mystiq 
in  1963  and  The  Fountain  of  Age  i| 
1993,  "the  idea  that  people  ov 
50  are  somehow  on  their  way 
senility  is  blindness  to  the  pote 
tial  of  the  last  third  of  life." 
paycheck  peak.  Just  ask  Carl  (| 
Rowan,  85.  After  owning  and  ope 
ating  Gamer's  Confectionery,  a  re: 
taurant  in  Butte,  Mont.,  for 
years,  Rowan  sold  the  business 
April,  1993.  Everyone  expecte 
Rowan  to  settle  into  a  comfortab  ! 
retirement,  but  then  Kent  Parson 
manager  of  the  local  Wal-Mart,  o 
fered  Rowan  a  job  as  a  Wal-Mai 
store  greeter.  Rowan  now  worl 
30  hours  a  week,  makes  $5.45  a 
hour,  and  takes  $50  out  of  ea( 
paycheck  to  buy  Wal-Mart  Stor< 
Inc.  stock  through  an  employee  stoc 
purchase  plan— and  Wal-Mart  matchc 
15%  of  his  contribution.  "It's  exciting, 
said  [when  I  sold  Gamer's]  that  this 
not  the  end  of  Carl  Rowan,  it's  the  b 
ginning."  Parsons  wants  to  have  a  sta 
whose  age  averages  40.  "It  makes  for 
more  stable  workforce,  a  more  consi 
tent  workforce,"  he  says. 

Still,  many  economists  and  financi 
planners  believe  the  American  dream 
withering  away.  For  years,  they  sa 
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Americans  have  consumed  like  mad,  liv- 
ng  beyond  their  means,  eager  to  whip 
tut  credit  cards  to  buy  the  latest  fashion 
>r  gadget.  The  personal  savings  rate  has 
alien  from  an  average  of  some  7%  in 
he  1960s  through  1980s  to  the  4.5% 
ange  in  the  1990s.  The  Merrill  Lynch 
iaby  Boom  Retirement  Index  estimates 
hat  baby-boom  households  save  at  just 
ne-third  the  rate  needed  to  pro- 
ide  them  with  a  secure  retirement 
t  age  65.  "We  think  there's  a  very 
irge  problem,  and  it's  going  to  get 
rorse,"  says  John  L.  Steffens,  exec- 
tive  vice-president  for  Private  Cli- 
nt at  Merrill  Lynch  &  Co. 
Yet  the  personal  savings  rate 
nderstates  the  country's  financial 
'ell-being.  Boomers  are  entering 
leir  peak  income  years,  when 
eople  traditionally  begin  to  save 
lore.  "We  are  at  a  secular  and 
/clical  low  in  the  personal  sav- 
igs  rate,  and  we  should  see  it 
se  throughout  the  rest  of  the 
ecade,"  says  Mark  M.  Zandi, 
xmomist  at  Regional  Financial 
ssociates  Inc.  "Ten  years  from 
aw,  we'll  look  back  and  say 
Vow!- did  demographics  have  an 
ipaet  on  savings.' " 
ested  interests.  Boomers  already 
ack  up  surprisingly  well  com- 
ired  with  their  parents.  The  av- 
age  baby  boomer  had  a  real  57% 
tertax  income  advantage  over 
s  or  her  parents,  after  adjust- 
g  for  variations  in  household  size 
id  composition,  calculate  econo- 
ists  Richard  A.  Easterlin  of  the  Uni- 
irsity  of  Southern  California,  Diane  J. 
acunovich  of  Williams  College,  and 
hristine  M.  Schaeffer,  sociologist  at 
SC.  Key  to  the  boomers'  strong  materi- 
gains  are  women  working  and  smaller 
milies.  "The  baby  boomers  have  been 
)le  to  achieve  material  economic  gains, 
i  average,  through  a  lot  of  family  sac- 
t'ices,"  says  Easterlin. 
But  will  retirees  be  able  to  maintain 
eir  preretirement  living  standards 


rather  than  simply  do  better  than  their 
parents  financially?  Here  the  evidence  is 
more  controversial.  To  some,  the  an- 
swer hinges  on  whether  retirees  are 
willing  to  sell  their  homes  to  help  fund 
retirement  living.  For  instance,  the  Mer- 
rill Lynch  calculation— that  boomers  are 
saving  at  only  one-third  the  rate  neces- 
sary to  maintain  their  level  of  consump- 


aged  buyouts  and  merger  mania,  compa- 
nies cut  back  on  their  traditional,  de- 
fined-benefit  plans— a  fixed  payout  based 
on  a  salary  and  years-of-service  formula. 
Companies  increasingly  turned  toward 
savings  programs  such  as  401(k)  plans— 
in  which  employees  choose  the  invest- 
ment option  and  bear  all  the  investment 
risk.  Young  people  in  particular  may  not 


Retirement  savings  are  increasing,  and  more 
people  are  investing  for  the  long  term 


tion  in  retirement— discounts  the  home 
as  a  form  of  savings.  The  reason:  To- 
day's senior  citizens  are  often  reluctant 
to  sell  their  homes,  preferring  to  re- 
main in  their  communities.  Yet  when 
Merrill  takes  housing  wealth  into  ac- 
count, boomers  are  saving  at  a  full  84% 
of  the  rate  needed  to  maintain  current 
living  standards,  according  to  the  Em- 
ployee Benefits  Research  Institute. 

The  pension  outlook  is  also  raising 
concerns.  In  the  1980s,  the  era  of  lever- 


be  taking  sufficient  advantage  of  these 
retirement  savings  plans.  And  with 
workers  making  their  own  investment 
decisions,  poor  or  too  conservative  choic- 
es could  lower  retirement  living  stan- 
dards (page  66). 

Once  again,  the  signs  are  improving. 
Both  pension  sponsorship  and  participa- 
tion rates  declined  for  a  time  in  the 
1980s.  Yet  since  1988,  the  proportion  of 
workers  vested  in  a  pension  plan,  partic- 
ipation rates  among  workers,  and  the  to- 
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tal  number  of  workers  employed  where  a 
plan  was  sponsored  have  all  risen,  ac- 
cording to  the  Employee  Benefits  Re- 
search Institute.  In  addition,  the  56,651 
net  decrease  in  defined-benefit  plans  from 
1985  to  1990  has  been  more  than  offset 
by  a  149,078  net  increase  in  defined-con- 
tribution  plans— some  of  them  at  smaller 
companies  that  probably  wouldn't  have 
offered  a  retirement  plan  in  the  past. 
Even  young  people  may  be  better  off. 
Younger  workers  change  jobs  frequently 
and  many  fail  to  become  vested  in  a  tra- 
ditional defined-benefit  plan. 
By  contrast,  money  that's  put 
aside  in  a  defined-contribution 
plan  is  "portal  ile,"  and  retire- 
ment savings  can  continue  to 
grow  even  after  switching 
employers. 

WINDFALLS.  And  retirement 
savings  are  increasing.  Con- 
tributions to  401<  k  l  savings 
plans  now  total  about  $490 
billion  and  could  top  $1  trillion  by  early 
1999,  according  to  Access  Research, 
a  consulting  firm  in  Windsor,  Conn.  Eas- 
ily funded  through  payroll  deduction, 
401(k)  participation  rates  average  74% 
of  those  eligible.  Contributions  are  often 
partially  matched  by  employers,  with 
more  than  half  offering  a  50%  match. 
Although  there  is  fierce  disagreement 
among  academics,  economists  such  as 
James  Poterba  of  Massachusetts  Insti- 
tute of  Technology,  Steven  F.  Venti  of 
Dartmouth  College,  and  David  Wise  of 
the  Hoover  Institution  believe  these  tax- 


'{"%  roductivity 
JL    gains  should 
boost  the  elderly's 
share  of  the  pie 


advantaged  contributions  are  not  reduc- 
ing savings  elsewhere.  "Our  work  sug- 
gests that  future  generations  of  retirees 
will  have  saved  more  than  previous  re- 
tirees," says  Venti. 

Indeed,  an  aging  population  is  put- 
ting more  money  in  long-term  financial 
assets  in  the  hope  of  earning  higher  re- 
turns. The  share  of  household  financial 
assets  now  held  directly  and  indirectly  in 
stocks  and  bonds  is  at  75%,  the  highest 
level  since  1961,  according  to  Donald  R 
Morgan,  a  senior  economist  at  the  Fed- 
eral Reserve  Bank  of  Kan- 
sas City.  "Walk  into  any 
large  bookstore  in  America 
and  look  at  the  personal  fi- 
nance section.  They're  not 
just  for  rich  folks  anymore, 
as  most  big  publishing 
houses  add  10  to  20  titles  a 
year  in  this  area,"  says 
Neal  Cutler,  director  of  the 
Boettner  Institute  for  Fi- 
nancial Gerontology  at  the  University 
of  Pennsylvania. 

Even  the  elderly  often  save  well  into 
their  80^  say  economists.  Take  Francis 
Johnston,  81,  of  New  Hope,  a  suburb  of 
Minneapolis.  Johnston,  who  retired  in 
1982  as  a  linotype  operator  for  a  relig- 
ious publishing  company,  saves  about 
$10,000  a  year.  The  way  he  saves  is  to 
avoid  spending  the  interest  on  his  CDs 
and  bonds.  At  the  end  of  every  year, 
whatever  amount  of  money  is  left  over 
from  pension  or  Social  Security  checks  is 
put  into  a  CD  or  annuity. 


Bequests  are  expected  to  boost  S£ 
ings  in  coming  decades.  Boomers  w 
inherit  some  $10.4  trillion  from  1990 
2040— for  a  mean  inheritance  of  soi 
$90,000,  according  to  Robert  B.  Ave 
and  Michael  S.  Rendall,  professors 
consumer  economics  and  housing  at  C< 
nell  University.  Take  Laura  Weston 
36-year-old  stage  manager  for  the  Sac 
mento  Theatre  Co.  She  inherited  "qu 
a  bit  of  money"— something  ov 
$100,000.  Today,  she's  building  her  ss 
ings  by  contributing  to  an  individual 
tirement  account,  investing  in  equi 
mutual  funds,  and  touching  her  inh 
tance  as  little  as  possible. 
counterbalances.  Of  course,  not  evei 
one  is  able  to  put  money  aside  or  will 
better  off  in  retirement.  Inheritances  ; 
highly  skewed  toward  the  wealthy.  Ma 
families  will  feel  squeezed  between  p 
ing  for  their  children's  education  a 
caring  for  elderly  parents.  More  distu 
ing,  median  incomes  of  households  he; 
ed  by  someone  aged  25  to  34  with  1< 
than  a  high  school  diploma  fell  by  1 
from  1962  to  1989.  These  same  hou 
holds  have  little  wealth,  too.  "There  i 
group  of  people  living  close  to  the  ed, 
from  paycheck  to  paycheck,"  says  Di 
Swonk,  economist  at  First  Chicago  G 

Social  Security  will  alleviate  some 
the  economic  pressure  on  those  with  f< 
er  resources  to  draw  upon  in  retireiw 
In  1994,  Social  Security  replaced  ab 
42.5%  of  average  earnings  of  those 
retired  at  age  65,  but  for  low-wage  ri 
ients  the  replacement  ratio  was  ab 
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What  makes  you  fall  in  love  with  the 
1995  Galant?  Meaningful  luxury. 

Those  significant  engineering 
advances  and  thoughtful  details 
which  become  your  favorite  things 
about  this  automobile. 

Big  things.  Like  the  smooth  ride 
and  polished  handling  of  its 
sophisticated  four-wheel  multi-link 
suspension.  The  smooth,  confident 
power  of  its  141-horsepower  engine. 
The  intelligent  shifting  of  its  Fuzzy 
Logic  transmission. 

Little  things.  Like  ingenious  storage 

'Standard  on  ES  and  LS  models.  Not  available  on  S  model. 
(Galant  LS  shown.  MSRP  of  $20,269).  Excluding  taxes,  title 


areas  in  the  doors  and  under  the 
armrest.  A  rear  seat  that  folds  down 
completely,1  providing  carrying  room, 
so  a  trip  to  the  local  lumber  yard 
doesn't  mean  borrowing  a  truck. 

Vital  things,  like  standard  dual  air 
bags!  Highly  protective  things,  like 
impact-absorbing  crumple  zones 
front  and  rear.  And  beautiful  things. 
Like  the  very  shape  of  the  Galant. 
With  a  durable,  lustrous  DIAMOND 
COAT""n  finish  to  help  protect  that 
beautiful  shape. 

The  1995  Mitsubishi  Galant.  Its 


starting  price  of  $14,349"  will  be  one 
more  of  your  favorite  things.  Call 
1-800-55MITSU  for  the  Mitsubishi 
Motors  Dealer  nearest  you. 

MITSUBISHI 

The  New  Thinking  in  Automobiles 


MM 


■\Air  bags  designed  to  supplement  safety  belts,  n DIAMOND  COAT  is  a  trademark  of  PPG  Industries.  Inc. » '  MSRP  for  Galant  S 

license,  registration  fee.  freight,  dealer  options,  and  charges.  Prices  may  vary,  actual  price  set  by  dealers. 


Presenting  the 1995 Mitsubishi  Galant. 
Filled  with  your  favorite  things. 
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57.5%.  Under  the  Social  Security  Ad- 
ministration's midrange  assumptions,  sim- 
ilar replacement  ratios  are  likely  to  hold 
for  baby  boomers  who  retire  in  2030  at 
the  then  normal  retirement  age  of  67. 

True,  trouble  looms  in  2013.  That's 
when  the  Social  Security  system  will  be- 
gin paying  out  more  in  benefits  than  it 
receives  in  tax  revenue.  Although  it  may 
be  political  dynamite  to  tamper  with  So- 
cial Security,  a  number  of  economists 
agree  that  Social  Security's  financing 
problems  are  manageable  with  a  combi- 
nation of  phased-in  tax  increases  and 


benefit  cuts,  such  as  making  cost-of-living 
adjustments  less  generous  and  raising 
the  retirement  age  to  69  or  even  70 
years  old.  "You  don't  have  to  do  any- 
thing draconian,"  says  Bruce  D.  Schobel, 
a  vice-president  at  New  York  Life  Insur- 
ance Co.  and  staff  actuary  on  the  1983 
Greenspan  Social  Security  Commission. 
And  higher  productivity  will  also  ease 
pressure  on  the  Social  Security  system. 

Today's  huge  immigrant  wave  will  also 
help  meet  those  Social  Security  checks. 
More  than  1  million  newcomers  a  year 
have  arrived  in  this  country  in  the  past 


decade.  Immigrants  tend  to  be  in  the 
prime  of  their  working  lives  with  decade 
of  taxpaying  work  ahead  of  them.  "A 
influx  of  immigrants  keeps  the  labor  fore 
younger,  and  that  is  an  important  offse 
to  the  aging  effect,"  says  Edward  Wool 
economist  at  New  York  University. 

At  the  same  time,  advances  in  med 
cal  technology— from  beta  blocker 
reducing  hypertension  to  hip  replace 
men ts— are  making  it  easier  for  the  ek. 
erly  to  live  active  lives.  Americans  ail 
smoking  less,  exercising  more,  and  arj 
better  educated  than  their  parents.  Saj 


INVESTORS  NEEDN'T  FEAR  THE  MARCH  OF  TIME 


R- 
] 


emember  Limits  to  Growth,  the 
1970s  jeremiad  by  Donella  and 
.  Dennis  Meadows?  Their  comput- 
er model  predicted  catastrophic  short- 
ages of  oil,  food,  and  other  commod- 
ities if  economic  and  population  growth 
remained  unchecked.  Now,  oil  prices 
are  lower  than  they  were  in  1974,  ad- 
justed for  inflation,  and  commodities 
are  plentiful  and  cheap  worldwide. 

Today,  the  popular  polemic  would 
be  Malthus  Visits  Wall  Street.  Simply 
put,  there  are  too  many  baby  boomers, 
and  when  elderly,  they  will  overtax 
the  economy's  resources.  Real 
home  prices  will  fall  in  coming 
decades  with  hordes  of  elderly 
home  sellers  and  not  enough 
young  home  buyers.  When  they 
retire  and  draw  down  their  pri- 
vate pensions,  the  massive  asset 
sale  will  depress  stock  and  bond 
values,  leaving  boomers  with  less 
money  in  their  golden  years. 

Yet  investors  shouldn't  fear  the 
march  of  time.  The  longer  invest- 
ment horizons  are,  the  easier  it 
is  to  ride  out  the  swings  of  the 
business  cycle. 

new  demand.  Over  the  past  sev- 
eral years,  home  prices  in  some  mar- 
kets did  plunge,  and  a  lot  of  upscale 
houses  went  unsold.  Yet  overall,  hous- 
ing is  still  an  appreciating  asset,  and 
real  home  prices  are  up.  From  1850  to 
1992,  real  estate's  after-inflation  return 
was  2.5%  a  year,  a  figure  based  on  a 
study  of  16,000  unencumbered  land 
sales  in  Middlesex  County,  Mass.,  says 
Karl  E.  Case,  economics  professor  at 
Wellesley  College.  Immigrants,  who  are 
flocking  to  the  U.  S.,  will  be  a  source  of 
new  home-buying  demand,  adds  An- 
thony Downs,  real  estate  economist  at 
the  Brookings  Institution.  And  on  the 
supply  side,  homebuilders  will  cut  back 
on  projects  if  demand  slackens. 


The  specter  of  a  pension-asset  implo- 
sion is  implausible,  too,  largely  because 
of  the  move  toward  market  economies 
around  the  world.  The  spread  of  pri- 
vate property  rights  and  openness  to 
the  world  economy  is  encouraging  vast 
amounts  of  capital  to  flow  across  bor- 
ders. By  the  time  boomers  need  to 
sell,  markets  will  be  far  more  inter- 
national. Says  Jeremy  J.  Siegel,  finan- 
cial economist  at  the  Wharton  School: 
"There  will  be  a  lot  of  foreigners  to 
buy  U.  S.  assets  in  the  21st  century." 

The  outlook  for  long-term  investors 


IN  THE  LONG  HAUL,  INVESTING 
BEATS  INFLATION— EASILY 

ANNUAL  MARKET  TOTAL  RETURNS  ADJUSTED  FOR  INFLATION 


INVESTMENT 


1802-1992 


STOCKS 

6.7% 

GOVERNMENT  BONDS 

3.4% 

GOVERNMENT  BILLS 

2.9% 

CONSUMER  INFLATION 

1.3% 

DATA:  PROFESSOR  JEREMY  J.  SIEGEE  AT  THE  WHARTON  SCHOOL 


appears  appealing,  especially  for  equity 
investors.  Stocks  are  both  a  safer  asset 
than  bonds  and  a  higher-return  invest- 
ment for  periods  longer  than  a  decade. 
From  1802  to  1992,  U.S.  stocks  had 
an  average  real  return  of  6.7%  a  year 
vs.  3.4%  for  bonds,  according  to  Whar- 
ton's Sic^el.  Higher  U.  S.  productivity 
and  world-class  technological  innova- 
tion give  the  U.  S.  every  chance  of  re- 
gaining global  industrial  leadership. 
And  less-developed  nations  joining  the 
free-market  world  give  the  global  econ- 
omy an  unprecedented  degree  of  di- 
versity, which  means  a  less  risky  world 
economy,  says  Peter  L.  Bernstein,  a 
New  York-based  economic  consultant. 


Bonds  should  also  retain  value,  andj 
fierce  domestic  and  global  competitiorj 
should  keep  inflation  at  bay.  The  bond 
market  vigilantes— and  their  public  rep 
resentatives,  central  bankers— will  make* 
sure  rates  surge  at  even  a  hint  of  infla- 
tion. And  bonds  do  well  when  inflatior 
is  constrained.  In  the  last  third  of  the 
19th  century,  with  negligible  inflation 
bonds  had  a  total  real  return  of  6.57% 
year  (and  stocks,  8.5%).  By  contrast 
from  1966  to  1981,  when  consumer-price 
inflation  averaged  7%,  bonds  had  a  to 
tal  return  of  -4.2%  (and  stocks  -0.4% 

STRIKING  A  BALANCE.  The  most  crit 

ical  decision  to  be  made  by  anyone 
saving  through  a  401(k),  individua 
retirement  account,  or  other  sucl 
plan  is  to  participate.  The  next  deci 
sion  is  the  balance  among  stocks 
bonds,  real  estate,  and  other  assets 
Many  people  are  too  conservative  ir 
their  investment  choices,  unwilling 
to  put  their  nest  egg  at  risk  to  th( 
swings  of  the  stock  market.  Mosi 
economists  agree  that  young  peo 
pie  should  allocate  as  much  as  80°/< 
to  stocks  and  no  less  than  50%.  Old 
er  investors  typically  invest  50%  oi 
less  in  stocks.  Yet  with  average  lift 
expectancy  of  about  17  years  after  ag< 
65,  stocks  still  have  a  place  in  an  invest 
ment  portfolio  even  after  retirement, 

What  investors  really  have  to  fear  i 
not  the  inevitable  swings  in  the  mar 
kets  but  that  policymakers  will  chang 
the  rules  of  the  game  on  them.  Ove; 
the  past  decade,  government  policy 
makers  have  steadily  limited  the  tax 
advantaged  preferences  in  employer 
sponsored  pensions  and  IRAs  to  trin 
back  the  federal  budget  deficit.  Despite 
all  the  fearmongering  on  Wall  Street 
the  underlying  message  is  right:  PeopI 
need  to  save  more  to  protect  them 
selves  from  political  meddling. 

By  Christopher  Farrell  in  New  Yor, 
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Never  go  one-on-one 
witK  risk. 


It's  a  big,  had,  volatile  world  our  there. 
Risk  has  grown  bigger  than  ever  hefore.  As  has 
opportunity. 

No  company  should  tackle  risk  single- 
handed.  You  need  all  the  help  you  can  get. 

Bur  choose  your  allies  carefully.  Avoid 
those  who  deal  with  risk  one  piece  at  a  time. 
Because  while  you're  working  away  on  one  risk, 
another  will  reach  out  and  grab  you. 

Bankers  Trust's  view  of  risk  is  global.  Big 


picture,  not  narrow  gauge.  We'll  help  you  devise 
and  execute  the  strategies  that  will  make  you 
master  of  risk.  Not  only  financial  risk,  but  oper- 
ating and  strategic  risk  as  well. 

Risk  isn't  just  the  province  of  our  Risk 
Management  Department.  It's  the  focus  of  out- 
entire  firm.  So  no  one  will  serve  you  better  in 
your  daily  confrontations  with  risk. 

D  Bankers  Trust 

LEAD    FROM  STRENGTH. 


Dennis  W.  Jahnigen,  director  for  the 
Center  on  Aging  at  the  University  of 
Colorado  Health  Sciences  Center:  "The 
economic  impacts  of  living  better  lives 
are  very  positive— as  opposed  to  20 
years  ago  when  people  had  stroke  after 
stroke  before  they  died."  Adds  Maria 
Rohotham  of  the  Futures  Group:  "There 
are  changes  in  behavior  patterns  that 


care  to  the  elderly  is  the  only  way  to 
contain  costs. 

For  instance,  many  analysts  believe 
the  U.  S.  spends  far  too  much  on  expen- 
sive and  largely  futile  medical  treatments 
on  the  aged.  Yet  in  1988,  the  amount 
that  might  have  been  saved  by  reducing 
the  use  of  aggressive  life-sustaining  inter- 
ventions and  care  for  dying  patients  of 


could  keep  people  productive  longer  in 
economic  terms." 

Yet  in  the  country  with  the  biggest 
medical  tab  in  the  industrial  world, 
won't  the  elderly  send  health-care  infla- 
tion into  the  stratosphere?  The  elderly 
now  consume  more  than  a  third  of  all 
health  care  in  the  U.  S.,  and  an  aging 
population  suggests  that  proportion  will 
grow  over  time— old  folks  need  more 
medical  care.  Says  Richard 
D.  Lamm,  former  governor 
of  Colorado  and  now  direc- 
tor of  the  Center  for  Pub- 
lic Policy  &  Contemporary 
Issues  at  the  University  of 
Denver:  "What  do  you  do 
with  an  87-year-old  with 
Alzheimer's  who  needs  a 
hip  replacement?" 

TICKTOCK.  There  are  no  easy  answers. 
Physical  afflictions,  such  as  hearing  loss 
and  frailty,  increase  with  the  ticking 
clock  of  age.  And  as  more  people  move 
into  their  KOs  and  beyond,  mind-robbing 
diseases  such  as  Alzheimer's  mean  more 
expensive  nursing-home  care.  But  that 
isn't  the  same  as  saying  an  aging  popula- 
tion  is  the  driving  force  behind  health 
care  inflation  or  that  rationing  health 


he  senior  citizen 


.  market  may  be 
an  economic  bonanza 


all  ages  was  3.3%  of  total  health-care 
expenditures  and  6.1%  of  Medicare  costs, 
estimate  Dr.  Ezekiel  J.  Emmanuel,  as- 
sistant professor  at  the  Harvard  Medical 
School  and  Linda  L.  Emmanuel,  assistant 
director  of  the  school's  medical  ethics 
unit.  In  other  words,  out  of  that  year's 
$546  billion  medical  bill,  the  cost  sav- 
ings would  have  amounted  to  only  $18.1 
billion  and  $5.4  billion,  respectively. 

"Health-care  costs  are 
growing  out  of  control, 
and  the  aged  are  high-end 
users  of  medical  care,  but 
to  say  that  the  increase 
in  costs  is  attributed  to 
aging  is  wrong,"  says  Dan- 
iel Mendelson,  researcher 
at  the  health-care  consult- 
ing firm  Lewin-vm. 

Indeed,  the  primary  force  pushing 
health  costs  e\  er  higher  in  the  U.  S.  is 
technology,  not  demographics.  And  most 
of  the  growth  in  health-care  spending 
resulting  from  scientific  and  technological 
medical  advances  are  applied  to  the  gen- 
eral population,  not  just  the  elderly,  says 
Dr.  William  Schwartz,  professor  of  med- 
icine at  the  University  of  Southern 
California. 


Instead  of  a  burden,  senior  citizeii 
may  indeed  be  tomorrow's  economic  b- 
nanza.  Certainly,  financial  services  f 
all  kinds,  from  mutual  funds  to  esta« 
planning,  is  a  growth  market.  The  se- 
ior  citizen  market  is  more  than  cane, 
"Pampers  and  nursing  homes,"  sa;s 
Eric  Pfeiffer,  director  of  the  Suncoas 
Gerontology  Center  at  the  Universi( 
of  South  Florida  Health  Scienci 
Center.  "The  elderly  are  still  ,\ 
untapped  market  in  housii}, 
clothing,  tours,  and  investnie 
advice,"  he  adds. 

Until  recently,  a  nursing  hore 
was  one  of  the  few  alternativ- 
for  those  who  were  finding  it  dil- 
cult  to  manage  their  own  hou; 
holds.  In  the  past  decade,  howl- 
er, "assisted"  living  centers  t'r 
those  who  need  some  help  ha? 
been  gaining  in  popularity.  At  t| 
moment,  many  are  quite  exp* 
sive,  although  competition  shoil 
bring  prices  down  over  time.  Te 
Heritage  Club  in  Denver  has  bcl 
independent  apartments  and  f 
sisted  living,  and  some  of  te 
homes  also  have  nursing  faciliti;. 
Jean  A.  Carson,  88,  moved  irfo 
her  two-bedroom  apartment  thiB 
years  ago.  She  fixes  her  o'n 
breakfast  and  lunch  but  eats  di- 
ner in  the  dining  room  downstais. 
She  works  to  stay  healthy  at  exs- 
cise  class  and  in  the  weight  rod. 
"I'm  better  than  I  was  10  ye;fe 
ago.  I've  got  muscles  and  joints  I  haveSt 
used  for  years  that  are  working  agai|' 
she  says. 

helping  hands.  Colleges  see  senior  4  I 
izens  as  a  market  opportunity,  too.  1§  ij 
Academy  of  Senior  Professionals 
Eckerd  College  (aspec)  in  St.  Pete 
burg,  Fla.,  brings  retired  profession 
together  with  Eckerd's  undergradu 
student  body  as  teachers  and  part 
pants  in  classes.  "It's  very  import 
for  older  people  to  pass  on  values  { 
experiences  in  the  hope  these  thii 
will  be  helpful  to  tomorrow's  leadei 
says  Arthur  L.  Peterson,  director 
the  program. 

The  age  wave  is  sure  to  bring  ab 
plenty  of  upheaval.  The  aging  of  An 
ica  isn't  a  story  about  the  imminent, 
even  distant,  arrival  of  utopia.  But  th 
are  many  positive  fundamental  forjss 
at  work.  The  nation  is  more  product! 
than  at  any  time  since  the  1960s.  rW 
elderly  are  more  vital  than  befefe 
Americans  can  afford  to  grow  old.  M 
they  will  grow  old  gracefully. 

By  Christopher  Farrell  in  New  Yik. 
with  Ann  Therese  Palmer  in  Chicm 
Sandra  Atchison  in  Denver,  and  .ft 
Andelman  in  St.  Petersburg,  Fla. 
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POLITICS  I 


CLINTON  COZIES 
UP  TO  BUSINESS 


Corporate  gifts  to  the  DNC  have  reached  unprecedented  levels 


e  campaigned  as  a  Southern  pop- 
ulist who  railed  against  corpo- 
rate greed  and  business  as  usual 
in  Washington.  But  guess  who's  been 
coming  to  dinner— and  lunch  and  break- 
fast—since Bill  Clinton  moved  into  1600 
Pennsylvania  Avenue?  After  years  of 
hobnobbing  with  Republican  Presidents, 
blue-chip  CEOs  are  discovering  that  they 
can  do  brisk  business  with  a  Democratic 
Chief  Executive,  too. 


Finance  Director  Terence  R.  McAuliffe. 

Why  the  corporate  largesse?  Some 
execs  covet  an  ambassadorship  or  a  tick- 
et to  a  glitzy  event.  Others  seek  insu- 
rance to  protect  themselves  from  regula- 
tory assault.  "I  tell  my  clients  that  if 
they  want  to  get  in  the  door  they  need 
to  pay  up,"  explains  a  plugged-in  Demo- 
cratic lobbyist. 

To  traditional  Democrats  and  ethics 
crusaders,  wooing  of  business  amounts 


was  governor  of  dirt-poor  Arkansas,  hi 
has  courted  business  with  tax  breall 
and  regulatory  relief.  As  President,  n 
has  even  more  goodies  to  bestow. 

Clinton  lunches  at  least  once  a  mont; 
with  CEOs.  And  he  often  phones  exec| 
tives,  such  as  Xerox  Corp.'s  Paul  A.  A' 
laire,  a  donor  and  longtime  Democra> 
about  his  economic  message.  Whit 
House  aide  Alexis  M.  Herman  says  snj 
feels  she  can  "pick  up  the  phone  anytin 
and  call"  Procter  &  Gamble  Co.'s  Eif 
win  L.  Artzt  to  talk  trade.  Clinton,  sad 
Artzt,  "maintains  an  excellent  dialogi; 
with  business  leaders." 

One  highly  coveted  corporate  prize  I 
a  seat  on  Commerce  Secretary  Rona. 
H.  Brown's  trade  missions.  On  Aug.  21 
two  dozen  execs— including  DNC  donoi 
Lod wrick  M.  Cook  of  Arco,  Raymor| 
W.  Smith  of  Bell  Atlantic,  Edwin  Lu£ 
berger  of  Entergy,  and  Bernard  %■ 
Schwartz  of  Loral— flew  with  Brown  w 
China  and  Hong  Kong.  The  trip  alreaq' 
has  paid  off.  Entergy,  Westinghousjj 


HEY,  BIG 
SPENDERS 


BABY  BELLS 


Corporate  America  is  filling  the 
coffers  of  the  Democratic 
National  Committee,  and  many 
of  these  companies  have  big 
stakes  in  White  House 
decisions.  Here's  what  some  of 
the  biggest  companies  and 
their  top  executives  gave  from 
July,  1992,  to  June,  1994. 


ARCHER  DANIELS  MIDLAI 

Won  White 
House  backing 
for  proposal 
requiring 
corn-based 
ethanol  in 
gasoline 


DATA:  COMMON  CAUSE, 


Lobbying  hard  for  approval  to 
break  into  long  distance 


$447,740 


$402,500 


With  an  outreach  campaign  that  tran- 
scends anything  the  Democrats  attempt- 
ed before,  the  Administration  has  gone 
to  enormous  lengths  to  cultivate  a  wary 
business  community.  Despite  the  fact 
that  the  President  devoted  his  first  year 
to  deficit  reduction  and  expanded  trade, 
he  still  isn't  making  many  business  con- 
verts. But  he's  definitely  winning  some 
corporate  wallets.  Since  Clinton  took  of- 
fice, unprecedented  levels  of  cash  from 
Corporate  America  have  poured  into  the 
Democratic  National  Committee.  The 
Democrats  have  raised  a  record  $60  mil- 
lion—the bulk  of  it  from  big  donors.  The 
party's  Business  Leadership  Forum, 
which  has  an  admission  price  of  $10,000, 
has  ballooned  from  135  members 
last  year  to  850  now.  "Peopie  are 
.-'•reaming  to  give  us  checks,"  crows  DNC 


to  mutual  back-scratching  that's  ripe  for 
abuse.  That's  really  true,  they  say,  with 
an  Administration  pursuing  an  industri- 
al policy  to  promote  some  industries. 
Says  Fred  Wertheimer,  president  of 
Common  Cause:  "All  this  literally  puts 
the  Presidency  on  the  auction  block." 
happy  CAMPERS.  Case  in  point:  Boeing- 
Co.  Fron  I  1991  through  1993,  the  compa- 
ny had  donated  $16,000  to  the  DNC.  But 
since  Feb.  28,  1994,  Federal  Election 
Commission  reports  say,  Boeing  has  giv- 
en $65,000  to  the  party.  The  gifts  began 
days  alter  Clinton  announced  that  Saudi 
Arabia  had  agreed  to  buy  $3.6  billion 
worth  of  commercial  aircraft  from  Boe- 
ing. Boeing  says  the  gifts  were  not  tied 
to  the  Saudi  deal. 

Veteran  Clinton-watchers  are  not  sur- 
prised at  his  probusiness  bent.  Since  he 


Electric,  Pitney  Bowes,  and  IBM  a 
nounced  contracts  with  the  Chinese. 

Business  seems  particularly  pleas< 
with  Brown's  supersalesmanship— :  I 
much  so  that  the  Commerce  Dept.  kee]  [: 
a  "Happy  CEO"  file  with  letters  of  than]  I 
for  the  government's  help.  "I  could  n 
ask  for  a  better  advocate  for  the  U.  | 
business  community,"  Occidental  Petrol  | 
urn  Corp.  ceo  Ray  R.  Irani  wrote  la 
April  after  returning  from  a  trade  mi 
sion  to  Russia.  Occidental  has  donat< 
$152,549  to  the  DNC  since  July,  1992. 

The  Democrats  are  happy,  too.  Larg 
ly  because  of  corporate  gifts,  the  par 
has  virtually  closed  the  fund-raising  g: 
with  the  gop.  The  Republican  Nation 
Committee  has  raised  $66  million  sin 
January,  1993,  but  three-quarters  can 
from  small  donors. 


70  BUSINESS  WEEK/SEPTEMBER  12,  1994 


GOVERNA 


The  Dems'  fat-cat  dependency  has 
'iled  critics,  who  cry  hypocrisy.  During 
;he  Bush  Administration,  Clinton 
•Jiarged  that  "cliques  of  $100,000  donors 
)uy  access."  Now,  some  of  these  same 
K)P  benefactors  have  become  switch-Int- 
ers, among  them  Arco's  Cook,  Dwayne 
pdreas  of  Archer  Daniels  Midland,  Carl 
jindner  of  American  Financial,  and  Mar- 
la  Davis,  president  of  Davis  Cos. 

No  wonder  Clinton  has  stopped  com- 
ilaining  that  U.  S.  political  leaders  "are 
>eing  held  hostage  by  big-money  inter - 
ps."  He's  now  spending  his  summer 
•acation  golfing  with  super-investor  War- 
en  E.  Buffett  and  dining  with  William 
1  Gates  III,  CEO  of  Microsoft.  And  Clin- 
on  rakes  in  millions  at  black-tie  fund- 
aisers.  Co-chairs  of  a  June  22  Wash- 
Eton  Presidential  gala— where  execs 
aid  up  to  $100,000— included  adm's  An- 
reas  and  Ronald  O.  Perelman  of  Revlon 
nc,  who  gave  the  RNC  and  the  DNC 
ach  $100,000  dur  ing  the  1988  campaign, 
wo  weeks  later,  adm  got  a  boost  when 
he  Environmental  Protection  Agency 
sued  a  rule  requiring  use  of  corn-based 
thanol  in  gasoline. 


of  Staff  Thomas  F.  McLarty  III.  Mid- 
dleton  is  always  taking  calls,  helping  ex- 
ecutives find  the  right  Administration 
person  to  solve  a  problem.  McLarty, 
now  a  Presidential  counselor,  devotes 
up  to  half  his  time  to  troubleshooting 
for  business. 

Clintonites,  of  course,  deny  any  quid 
pro  quos,  insisting  that  they're  only  help- 
ing business  create  jobs  for  Americans. 
Likewise,  contributors  profess  only  good 
intentions.  Loral's  Schwartz,  who  wrote 
the  DNC  a  $100,000  check  in  June,  says 
he's  a  lifelong  Democrat.  Schwartz  adds 
that  he  doesn't  need  to  buy  access:  "I 
can  open  any  door  I  want  as  chairman  of 
a  $6  billion  company." 

But  not  all  executives  are  so  confi- 
dent that  the  White  House  is  an  equal- 
opportunity  listener.  Remarks  one  senior 
Clinton  adviser:  "Someone  who  doesn't 
give  doesn't  get  the  same  chance  to 
make  his  case."  Adds  a  Democratic  lob- 
byist: "If  an  official  sees  you  at  a  fund- 
raiser, you'll  be  perceived  as  having 
clout.  When  it  comes  time  to  make  your 
case,  you  will  be  respected  or  feared." 

From  business'  standpoint,  political 


civic-minded.  Consider  Walt  Disney  Co., 
which  gave  the  DNC  $250,000  since  mid- 
1992  and  lobbies  on  many  issues.  Now  it 
must  overcome  federal  environmental 
hurdles  for  a  theme  park  in  Virginia. 
When  Disney's  The  Lion  King  premiered 
at  a  Washington  theater  in  June,  who 
sat  next  to  Disney  Chairman  Michael 
D.  Eisner?  Environmental  czar  Al  Gore. 
Hollywood  hustle.  Arco  is  another  cor- 
porate donor  angling  for  favorable  treat- 
ment. At  a  White  House  lunch  for  execs 
in  June  last  year,  Clinton  surprised  Arco 
Chairman  Cook  with  a  birthday  cake. 
As  he  blew  out  the  candles.  Cook  may 
have  wished  that  the  White  House 
would  lift  a  21-year  ban  on  exporting 
nil  from  Alaska,  where  his  company  has 
major  interests.  Clinton  is  considering 
that  idea. 

To  be  fair,  the  White  House  also  talks 
to  executives  who  haven't  given  the 
Democrats  a  dime.  And  donations  don't 
guarantee  special  treatment.  Take  the 
entertainment  industry,  which  has  given 
Democrats  $1.7  million  since  1992.  Dur- 
ing last  year's  negotiations  on  a  new 
General  Agreement  on  Tariffs  &  Trade, 


WALT  DISNEY 

Wants  fede  ral 
agencies  to 
agree  that 
Disney's 
theme  park  in 
Virginia  won't 
violate 
environment 
laws 


ARCO 


$250,000 


Would  like  Administration  to 
push  for  lifting  export  ban  on 
Alaskan  oil 


$201,500  ,~, 


TIME  WARNER 

$518,333 

BENEFICIAL 

$406,000 

MCA 

$250,000 

SEAGRAM  &  SONS 

$232,704 

ANHEUSER-BUSCH 

$186,000 

SONY 

$181,650 

REVLON 

$171,000 

WASTE  MGMT. 

$161,000 

ERNST  &  YOUNG 

$160,300 

OCCIDENTAL 

$152,514 

MCI 

$115,000 

A  sure  sign  that  the  Clintonites  ap- 
reciate  the  link  between  business  dia- 
igue  and  dollars  is  the  fact  that  so 
iany  top  Administration  officials,  such 
>  Brown,  were  campaign  fund-raisers, 
obert  E.  Rubin,  former  co-chairman  of 
oldman,  Sachs  &  Co.,  collected  millions 
om  Wall  Street  before  being  named 
rector  of  the  White  House  National 
conomic  Council.  Kenneth  D.  Brody, 
lother  Goldman  Sachs  fund-raiser,  now 
jads  the  Export-Import  Bank. 
OOD  intentions.  White  House  aide 
erman,  Brown's  deputy  at  the  DNC, 
)w  drums  up  corporate  support  for 
iinton.  Melissa  Moss,  a  former  DNC  fi- 
ince  director,  helps  pick  CEOs  for  Com- 
erce  trade  missions.  Mark  Middleton 
;ised  campaign  money  before  becom- 
g  an  aide  to  former  White  House  Chief 


giving  is  a  small  expense  that  can  reap 
big  gains.  That  seems  to  be  the  case 
for  AT&T.  When  Clinton's  Inaugural  Com- 
mittee turned  to  business  to  help  fi- 
nance its  January,  1993,  extravaganza, 
the  company  came  through  with  a 
$100,000  loan,  fax  machines,  and  tele- 
phone gear.  Within  two  weeks.  Com- 
merce chief  Brown  began  lobbying  Sau- 
di Arabia  to  hire  AT&T  for  a  phone 
modernization  project.  Last  spring,  the 
Satidis  awarded  the  $4  billion  contract  to 
AT&T  over  foreign  competitors.  Soon  af- 
ter, DNC  records  show,  the  company  sent 
the  party  $20,000.  AT&T  says  it's  a  regu- 
lar contributor  to  both  parties  and  there 
is  no  tie-in  between  the  contract  and  its 
donations. 

But  companies  with  big  stakes  in  gov- 
ernment decisions  aren't  merely  being 


Hollywood  lobbied  ardently  for  the  U.  S. 
to  insist  that  the  French  ease  import 
limits  on  1*.  S.-made  films  and  videos. 
At  a  $50,000-a-plate  fund-raiser  at  the 
Los  Angeles  home  of  billionaire  Marvin 
Davis  last  December,  studio  heads 
pressed  Clinton  on  the  issue.  The  White 
House  did  push  the  moguls'  cause,  but 
when  the  dispute  threatened  to  scuttle 
(;att,  Clinton  caved. 

All  this  fraternizing  between  Clinton 
and  the  fat  cats  proves  that  even  a  re- 
formist Democrat  can't  resist  the  lure  of 
bright  lights  and  big  money.  That,  more 
than  anything  else,  may  explain  why 
the  vacationing  President  is  relaxing 
with  the  rich  and  famous  on  the  Vine- 
yard—rather than  sinking  into  the  min- 
eral baths  of  Hot  Springs. 

By  Susan  B.  Garland  in  Washington 
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SLOW  BOIL 

FOR  ABB  IN  THE  U.S. 


A  new  boss  is  turning  up  the  heat  to  power  a  turnaround 


% 


POWER  ENGINEER  DONOVAN:  JUST  WHAT  ABB  NEEDS  IN  AMERICA? 


While  scouting  the  U.  S.  for  ac- 
quisitions in  the  late  1980s, 
abb  Chief  Executive  Officer 
Percy  Barnevik  couldn't  help  noticing 
the  30-  to  40-year-old  boilers  still  in  ser- 
vice at  many  American  electric  utilities. 
It  seemed  to  be  a  rare  opportunity  for 
the  newly  formed  Swiss-Swedish  ABB 
Asea  Brown  Boveri  (Holding)  Ltd.,  the 
result  of  a  merger  of  two  European  en- 
gineering companies,  to  build  up  its 
small  U.  S.  beachhead.  Barnevik  went 
on  a  spending  spree,  paying  more  than 
$2.3  billion  in  1989  for  Combustion  Engi- 
neering Inc.  and  Westinghouse  Electric 
Corp.'s  smaller  electrical-transmission- 
equipment  unit.  He  aimed  to  have  a  one- 
stop  shop  ready  to  do  business  once  the 
utilities  started  buying  again. 


Five  years  later, 
those  utilities  have  even 
older  boilers.  Stymied 
by  rising  energy  conser- 
vation, restructuring  in 
the  U.  S.  power  indus- 
try, and  the  unwilling- 
ness of  state  regulators 
to  allow  massive  new 
construction  programs, 
the  capital-spending  boom  never  materi- 
alized. Instead,  money-losing  Combus- 
tion Engineering  has  proved  a  much 
tougher  turnaround  than  Barnevik  ex- 
pected. Since  1989,  ABB  has  shed  some 
$700  million  in  businesses  that  were 
part  of  the  two  acquisitions,  and  em- 
ployment has  fallen  from  about  40,000  to 
25,000.  From  a  high  of  $7  billion  in  1989, 


ABB'S  AMERICAN 
JOURNEY 

SPENDS  $2.3  billion  in  1989 
to  acquire  boilermaker 
Combustion  Engineering 
and  Westinghouse 's 
electrical-transmission 
and  distribution  business 

SELLS  off  $700  million  in 
assets  and  pares  payroll 
from  40,000  to  25,000  over 
a  five-year  period  through 
layoffs,  transfers,  and 
divestitures 

SHIFTS  sales  push  for 
steam  turbines  and  boilers 
from  U.S.  to  emerging 
markets  and  marries 
European  technology  with 
U.S.  manufacturing  to 
launch  a  new  line  of  high- 
ly efficient  gas  turbines 
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U.  S.  revenues  declined  to  $5.6  bill 
in  1993,  or  19%  of  abb's  worldwide  re; 
enues  of  $30  billion. 

Now,  Barnevik  is  reworking  his  Uffl 
turnaround  strategy.  With  new  mana^ 
ment  in  place,  he  is  pushing  exports  tcf 
strengthening  global  market  and  crar? 
ing  up  sales  of  industrial  and  transport 
tion  equipment.  He  is  clearly  counting 
better  performance.  Although  abb  doi, 
not  release  results  for  individual  bul 
nesses,  profits  in  the  U.  S.  still  sufr 
from  the  overhang  of  debt  used  to 
nance  the  expansion.  "The  U.  S.  resui  i 
are  decent,"  says  Barnevik,  "but  th 
are  still  below  the  group  standard  am 
need  improvement.  I'm  impatient.', 
would  like  to  see  faster  progress." 
far  cry.  Worldwide,  abb's  bottom  linefc 
looking  better  as  a  result  of  the  $2  9 
lion-plus  it  has  spent  on  restructuring! 
the  past  five  years.  Net  income  for  tl 
first  six  months  of  1994  rose  31%,  i 
$322  million.  Although  revenues  wei 
roughly  flat,  at  $13.1  billion,  for  the  pe^ 
od,  new  orders  showed  an  uptick  of  31 
But  Barnevik's  impatience  shows  jgi 
the  objective  he  has  si 
for  managers:  a  10%  ri 
return  on  sales.  In  til 
U.  S.,  reaching  that  g<(  ; 
is  the  job  of  Robert  , 
Donovan,  who  took  ov'i 
as  head  of  abb's  Amel 
cas  operation  earlier  tli 
year,  after  a  one-ye* 
stint  running  its  U.i 
power-plant  business 
He's  a  far  cry  from  11 
predecessor,  Germsf 
born  Gerhard  Schulmt- 
er.  For  starters,  the  £i 
year-old  Donovan  is  \\ 
American— and  a  W( 
Point  graduate  to  boll 
A  nuclear  engineer,  hi 
a  veteran  of  the  powr 
business,  having  joinl 
ABB  in  1992  from  Fost 
Wheeler  Corp.,  a  majf 
boilermaker.  Donovans 
also  a  plain-spoken  fj 
low  whose  leisure  pi)-' 
suits  include  huntir, 
fishing— and  in  earlii' 
days,    beekeeping,  i 
fact,  Donovan  has  wi- 
ten  two  books  on  the  outdoors. 

That's  quite  a  change  from  Schf- 
meyer,  a  former  Motorola  Inc.  executi? 
who  concedes  he  is  more  at  home  wf 
computers  than  boilers.  Schulmeyer  b 
returned  to  Germany  to  head  Sieme  ' 
computer  subsidiary,  Siemens-Nixd< 
Information  Systems.  "I  wanted  to  rji 
a  company  on  my  own,"  he  sa;[  | 
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)onovan  may  be  just  what  ABB's 
•th  American  operation  needs.  The 
lpany,  based  in  Stamford,  Conn.,  re- 

on  the  clubby  yet  fiercely  competi- 
!  power  market  for  two-thirds  of  its 
ual  revenues;  the  rest  comes  from 
jtics,  environmental  controls,  and  rail 
itruction.  "It  is  an  industry  that  plac- 
i  lot  of  weight  on  personal  relation- 
)S,"  says  Donovan.  "I've  kind  of 
wn  up  in  the  business." 
Viih  sales  in  the  U.  S.  still  spotty, 

real  mother  lode  for  ABB's  North 
erican  operations  may  prove  to  be 

export  market.  When  abb  bought 
lbustion  and  Westinghouse,  total  ex- 
I  for  the  combined  companies  repre- 
;ed  no  more  than  12%  of  sales.  To- 
,  that  percentage  has  more  than 
bled,  and  the  goal  is  to  raise  it  to  at 
t  one-third  of  total  U.  S.  sales. 
n  lifting.  In  the  world  market,  abb 
attling  the  likes  of  General  Electric, 
;tinghouse,  Siemens,  and  Mitsubishi 
orders  from  Asia  and  other  rapidly 
eloping  areas.  But  some  industry 
:hers  believe  ABB's  strengths  in  boil- 
and  turbines  and  its  range  of  tech- 
gies  could  prove  unbeatable  in  such 
;ests  as  the  current  bid  by  abb's 
.-based  nuclear  unit  for  a  $2  billion 
;r  to  build  a  1,350-megawatt  power 
;t  in  Taiwan.  In  the  past  two  years, 

has  snagged  important  contracts 
th  more  that  $500  million  in  China 

South  Korea. 

ight  now,  abb's  nonutility  businesses 
doing  the  heavy  lifting.  Surging  U.  S. 
production  has  created  record  de- 
d  for  industrial  robots  and  paint-fin- 
ig  equipment,  while  rising  housing 
ts  have  boosted  the  electrical-trans- 
fer business. 

BB  is  also  starting  to  make  some 
Iway  in  the  long-sluggish  U.  S.  rail 
ket.  Last  year,  it  won  a  $285  million 
ract  for  commuter  cars  in  the  Phila- 
hia  area.  And  abb  is  leading  a  con- 
ium  that  includes  GE  and  Raytheon 
to  bid  on  a  $400  million  contract  to 
i  high-speed  Amtrak  trains  for  the 
hington-Boston  route, 
here  are  even  some  bright  spots  for 
in  the  moribund  U.  S.  electric-utility 
stry.  A  new  gas  turbine,  designed  in 
et  by  ABB's  European  researchers 
built  in  the  U.  S.,  won  a  pioneering 
;r  last  September  from  Jersey  Cen- 
Power  &  Light  Co. 
verall,  Barnevik  now  has  his  North 
irican  operations  close  to  the  position 
snvisioned  back  in  1989.  Reaching 
goal  has  cost  him  and  his  company 
ty,  but  his  dream  of  building  a  glo- 
electrical-engineering  powerhouse 
rying  European  and  American  tech- 
gy  is  finally  taking  shape. 
y  Tim  Smart  in  Stamford,  Conn., 
Gail  Edmondson  in  Paris 
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FRANKLIN/TEMPLETON 
HARD  CURRENCY  FUND 


When  the  dollar  drops,  U.S.  markets  often 
follow.  Franklin/Templeton  believes  that 
diversification  among  many  currencies  can 
help  Americans  maintain  and  enhance 
global  purchasing  power. 


Average  Annual 
Total  Returns  f 


% 


10.8 

Since  inception 
11/17/89 


7.5' 


1  Year 


The  Franklin/Templeton  Hard  Currency 
Fund  offers  potential  protection  against 
depreciation  of  the  U.S.  dollar  relative  to 
other  currencies."  Invested  in  short-term,  high  quality 
money  market  instruments  denominated  in  major  for- 
eign currencies,  the  fund  offers  you  these  advantages: 

•  100%  Invested  in  Foreign  Currency 
for  Maximum  Gain  Potential 

•  Protection  of  Global  Purchasing  Power 

•  International  Diversification,  Without  U.S. 
Stock  or  Bond  Market  Exposure 

Call  your  investment  representative  or  Franklin/ 
Templeton  today. 

1-800-3 42 -FUND  Ext.  319 


+Returnsfor  the  period  ended  6/30/94  include  the  maximum  3.0%  initial  sales  charge  and 
assume  reinvestment  of  dividends  and  capital  gains  at  net  asset  value.  Investment  return 
and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  original  cost.  Past  performance  cannot  guarantee  future  results. 
f1 Foreign  investing  is  subject  to  special  risks  discussed  in  the  fund's  prospectus.  The  fund 
is  not  a  U.S.  dollar  money  market  fund  and  is  subject  to  price  fluctuation,  currency  risk  and 
possible  loss  of  principal. 

Franklin/Templeton  Distributors,  Inc.  BWK94 
777  Mariners  Island  Blvd.  319 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin/Templeton  Hard  Currency  Fund,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  lam  currently  a  Franklin/Templeton  shareholder. 
Name  .  


Address . 


City/State/Zip 


Daytime  Phone 


F  R  A  Nj  K  L  I  N 


A  Member  of  the  $112  Billion  Franklin/Templeton  Group 
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SPIEGEL'S  BOOK  IS 
A  REAL  PAGE-TURNER 


Its  catalog  business  and  Eddie  Bauer  chain  are  flourishing 


When  retailer  Eddie  Bauer  Inc. 
opened  a  store  in  Wichita  in 
July,  shoppers  snapped  up 
250  men's  flannel  shirts  in  three  weeks, 
wiping  out  the  inventory.  With  temper- 
atures hitting  the  90s,  it  sure  wasn't 
the  weather.  Besides,  the  same  August 
craze  for  flannel  has  pummeled  invento- 
ry in  Eddie  Bauer  stores  from  New 
York  to  San  Francisco. 

Why  the  rush?  Flannel  is  hot  for 
back-to-school  dressing— 
almost  as  hot  as  Eddie 
Bauer  itself.  Says  Alex- 
ander P.  Paris,  retail  an- 
alyst at  Barrington  Asso- 
ciates: "They've  got  a  lot 
of  momentum." 

The  same  could  be 
said  for  Spiegel  Inc., 
the  Chicago-based  cloth- 
ing merchandiser  that 
bought  Eddie  Bauer  in 
1988.  Fueled  by  expan- 
sion at  the  popular 
outdoor-clothing  chain, 
which  now  accounts  for 
47%  of  Spiegel's  sales, 
and  a  revival  in  its  main- 
stay catalog  business, 
Chief  Executive  John  J. 
Shea  has  transformed 
Spiegel  into  one  of  the 
fastest-growing  players 
in  the  retail  landscape. 
NEW  DATA.  While  one- 
time rivals  such  as 
Montgomery  Ward  & 
Co.  and  J.  C.  Penney  Co. 
phased  out  their  general- 
interest  catalogs,  Shea 
revamped  Spiegel's  600- 
page  catalog— and  its 
sales  are  up  30%  this 
'•.  Spiegel's  $40  mil- 
lion purchase  of  New 
i  n  Inc.,  a  catalog 
anj  aimed  at  mod- 
•  neome  women, 
n<  i"  v  product  launch- 
es such  as  E  Style,  a 
catalog  for  African- 
\t  ericai  women,  have 
also  spurred  revival. 
And  in  a  bid  to  gain  a 


foothold  in  the  potentially  lucrative  mar- 
ket for  on-line  shopping,  Spiegel  has 
launched  an  experimental  cable-TV  chan- 
nel. "Wherever  the  consumer  wants  to 
be,  that's  where  we'll  be,"  says  Shea. 
"If  we're  not  printing  catalogs  in  10 
years,  we'll  still  be  here." 

Although  many  hot  retailers  have 
stumbled  over  too-rapid  «,_„., 

cii      >      CEO  SHEA:  EXPANDING  THE 

expansion,  so  far  Sheas  bauer chain  and  developing 
strategy  appears  to  be  a  cable-tv  shopping  channel 
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working.  Net  earnings  before  nonreci- 
ring  charges  jumped  49%,  to  $70.4  nl- 
lion  in  1993,  while  revenue  rose  17%, » 
$2.6  billion.  Analyst  Dean  Ramos  of  Mi- 
neapolis-based  broker  Dain  Boswoifc 
Inc.  estimates  earnings  will  rise  26%,  jb 
$88.6  million,  for  1994,  on  revene 
growth  of  23%,  to  $3.2  billion. 

That's  a  long  way  from  the  compap 
Shea  took  over  back  in  1981,  when  tc 
floundering  merchandiser  was  acquiisl 
by  Germany's  Otto-Versand,  Europe 
biggest  catalog  merchandiser.  Otto-Vt- 
sand's  backing  enabled  Spiegel  to  invjt 
in  state-of-the-art  computer  and  distriw- 
tion  systems.  Just  as  important,  the  Gl 
man  giant  shared  its  sophisticated  m|- 
ket-research  methods.  Armed  with  nfr 
data,  Shea  saw  a  niche  in  creating  tfe 
first  apparel  catalog  targeted  at  upscJ 
working  women  and  ij- 
made  the  once  dow  r 
general  catalog. 

By  the  late  1980s,  r* 
enues  had  tripled 
Spiegel  sold  scads 
$495   wool  blazers 
working    women  t 
busy  to  shop.  But  Sp 
gel  stumbled  during  t 
1990-91  recession.  For« 
to  fold  its  $33  million  i»- 
scale  Honeybee  Inc.  cf 
alog  and  stores,  Spiegfl 
profits   plunged  frA 
$73.3  million  in  1989 1 
$16.9  million  in  1991. 
TV  link.  But  as  the  i 
cession    ended,  Shit 
seized  on  another  chart 
in  women's  buying  h;i- 
its.  "Value  became  1 
important  equation.  Tl 
consumer    went  fr«j 
Gucci  to  the  Gap,"  S 
says.  Spiegel  scaled  bi\ 
pricey  things  and  beg| 
discounting  hundreds 
"Best  Bet"  items. 

But  Shea's  smart* 
move  may  have  be 
the  1988  buy  of  Ed( 
Bauer,  a  Seattle-bas 
retailer  of  casual  clo 
ing,  from  General  M 
Inc.  Eddie  Bauer  mi 
order  and  retail  sa 
have  since  quadrupli 
to  $1  billion,  spurred 
the  trend  toward  casi 
work  togs  and  popu 
TV  shows  such  as  Nor 
ern  Exposure  featuri 
its  outdoorsy  look. 

The  value  philosop 
was  also  applied  to 
die  Bauer,  where  t 
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price  of  all  denim  jeans  was  permanent- 
ly lowered  to  $30  in  1991.  As  a  result, 
jeans  sales  quintupled,  to  2.5  million 
pairs,  in  1992.  Last  year,  Eddie  Bauer's 
same-store  sales  averaged  11%  growth 
while  many  retailers  struggled  to 
achieve  low  single  digits.  "We're  obvious- 
ly gaining  market  share,"  says  Eddie 
Bauer  President  Richard  Fersch. 

That  success  has  allowed  Eddie  Bauer 
to  expand  quickly.  Sixty  new  stores  will 
open  this  year  and  75  in  1995,  bringing 
the  total  to  430,  up  from  58  in  1988.  Ed- 
die Bauer  is  also  launching  its  catalog 
and  opening  three  stores  in  Japan  this 
fall  and,  with  backing  from  Otto,  will 
expand  its  catalog  to  Germany. 
STRETCHED?  Still,  analysts  question 
whether  Eddie  Bauer  is  growing  too 
fast.  Although  store  expansion  has  been 
financed  by  cash  flow,  management  re- 
sources could  be  stretched  thin.  Dain 
Bosworth  analyst  Ramos  also  worries 
that  Eddie  Bauer's  narrow  focus  will 
make  it  vulnerable  to  changes  in  style. 
But  Fersch  dismisses  such  concerns:  "We 
think  we  have  a  balance  sheet  that  will 
support  our  growth  and  the  manage- 
ment expertise  to  handle  it."  Bauer's 
customers  average  30  to  50  years  old, 
making  them  less  likely  to  chase  fads. 

Shea  will  have  his  hands  full  develop- 
ing Catalog  1,  an  upscale  cable-TV  chan- 
nel. The  Spiegel/Time  Warner  Enter- 
tainment Co.  joint  venture  began  in 
March,  featuring  merchandise  from  Spie- 
gel, Crate  &  Barrel,  Williams  Sonoma, 
and  the  Sharper  Image,  among  others. 

Shea  has  tried  to  position  Catalog  1 
far  from  the  downscale  slot  occupied  by 
QVC  Network  Inc.  and  the  Home  Shop- 
ping Network  Inc.,  where  cubic  zirconia 
rings  and  thigh  toners  are  hawked  in  a 
game-show  atmosphere.  Catalog  I  stars 
highly  polished  women  "anchors"  who 
discuss  fashion  and  decorating.  One  show 
features  Crate  &  Barrel  Stores  Chair- 
man Gordon  I.  Segal  presenting  wine 
glasses  and  wrought-iron  lied  frames. 

But  the  sophisticated  approach  has 
not  worked.  Industry  sources  say  sales 
in  the  first  six  months  have  been  tiny 
and  the  station  is  being  extensively  re- 
vamped. In  October,  the  program's  an- 
chors will  disappear.  The  pace  will  be 
quicker,  with  twice  as  much  merchandise 
shown.  Yet  there's  little  evidence  that 
the  wealthy  actually  want  to  shop  by 
TV.  Q2,  an  upscale  channel  rolled  out  in 
June  by  qvc,  is  also  off  to  a  bad  start. 
Shea  admits  it  may  take  years  to  find 
the  correct  formula,  but  he  insists  that 
Spiegel  must  position  itself  now.  "It's 
the  future,"  he  says.  "Why  wait?"  Given 
his  track  record  sniffing  out  retail  trends 
a  step  ahead  of  the  crowd,  don't  bet 
your  cubic  zirconia  against  it. 

By  Susan  Chandler  in  Chicago,  with 
bureau  reports 
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MEDICAL  TECHNOLOGY  I 


BREAK  A  LEG — AND 
BIOCERAMICS  MAY  MEND  IT 


These  new  materials  could  grab  a  chunk  of  a  $2  billion  market 
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ack  in  1967,  a  young  ceramics  en- 
gineer named  Larry  L.  Hench 
was  designing  semiconductor 
switches  for  nuclear  weapons.  His  ca- 
reer took  a  turn  on  a  bus  ride  to  an 
Army  materials  conference.  A  colonel 
just  back  from  Vietnam  told  Hench  that 
thousands  of  soldiers  were  having  limbs 
amputated  because  of  faulty  implants. 
"Those  damn  metals  and  plastics  are  re- 
jected," Hench  recalls  him  saying.  "Why 
don't  young  guys  like 
you  do  something  to 
help  people  instead  of 
learning  how  to  blow 
them  up  better?" 

Inspired,  the  Uni- 
versity of  Florida  sci- 
entist decided  to  try. 
He  began  work  under 
a  grant  from  the  U.  S. 
Army  in  September, 
1969,  and  two  months 
later  came  up  with  a 
glass  that  bonded  so 
well  to  bones  and  tis- 
sues of  rats  that  ex- 
perimenters couldn't 
dislodge  it.  On  analy- 
sis, it  appeared  that 
Hench's  glass  was  a 
magnet  for  bone  cells 
(illustration).  In  1985, 
after  lengthy  develop- 
ment and  testing,  the 
Food  &  Drug  Administration  approved 
the  petition  of  U.  S.  Biomaterials  Corp. 
in  Baltimore,  to  use  Bioglass,  as  it's  now 
called,  to  replace  the  bones  of  the  middle 
ear  to  restore  hearing.  It  has  since  been 
approved  for  patching  facial  bones  and 
repairing  diseased  gum  tissue. 

What  Hench  discovered  in  1969  was 
among  the  first  of  a  small  but  important 
class  of  medical  materials:  bioceramics. 
The  category  includes  all  kinds  of  glass- 
es and  ceramics  that  are  implanted  in 
the  body.  According  to  Medical  Data 
International,  a  market-research  firm  in 
Irvine,  Calif.,  sales  of  bioceramics  should 
amount  to  only  $20  million  this  year  in 
the  U.  S.,  the  leading  market.  But  the 
potential  is  much  bigger:  Americans 
spend  $2  billion  a  year  on  dental  im- 


MINERALIZED  CORAL  IS  GOOD 
FOR  BONE  REPAIR 
BECAUSE  TISSUE  GROWS  INTO  IT, 
ANCHORING  IMPLANTS 


plants,  reconstructive  devices  such  abjm 
hip  and  knee  implants,  and  plates  an  e  > 
pins  for  broken  bones.  Bioceramics  coul 
grab  significant  chunks  of  those  mai  w  ■> 
kets.  And  they  could  capture  smaller 
niches  as  well.  For  instance,  bioceramic  j  \m 
can  be  used  to  make  artificial  eyeball  ^  E 
that  move  in  unison  with  real  eyes.  ^ 
As  a  sign  of  the  mounting  interes'  ^ 
the  National  Institutes  of  Health  are  ii  iat  f 
eluding  money  for  bioceramics  next  yea  .  s 
as  part  of  $100  millioe, 
in    grants    in  tht 
broader  field  of  bkw 
materials,  which  ir  a,  , 
eludes    metals    an  [f. 
plastics.    Britain    i  ep 
funding  similar  prcs, 
grams.  Several  largfflrf 
Japanese  eompanie  (  ^ 
are  developing  bioc<  )n, 
ramies,  led  by  giar)n 
Kyocera,  which  ha  ^ 
developed  a  cerami,, 
hip  ball  replacement  m: 

"PAUSE  BUTTON."  % 

be  sure,  hurdles  r< 
•"  ■J3I       mail).  ( letting  FI  > A  a] 
proval  for  a  new  me<  | 
ical  device  can  tak,r 
$20  million  and  fivJi 
years.  That  aside,  L 
will  take  time  to  pe:  y 
suade  surgeons  anR 
dentists  to  switch  1 
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bioceramics  from  well-known  materia 


such  as  titanium  alloys.  Bioceramics  car 
also  be  brittle.  When  used  as  coating,, 
on  metal,  they  may  flake  off,  causinl|]( 
inflammation.  Curing  those  faults  is  e:  § 
pensive— and  research  dollars  are  scaro 
"The  health-care-reform  environment  hsj 
been  like  the  pause  button  on  a  VCR  fc 


biomaterials,' 


Dr.  Harold  Alexai 


says  ^.  — «%. 

der,  director  of  the  bioengineering  d|i( 
partment  of  New  York's  Hospital  ft. 


Joint  Diseases. 


The  good  news  for  bioceramics  ca 
be  summed  up  in  one  word:  aging.  Wit 
the  population  getting  older  and  bod  .( 
parts  wearing  out,  surgeons  are  pe;s 
forming  nearly  500,000  bone  grafts  an 
260,000  hip  operations  a  year,  Medic  |(i 
Data  International  says.  Researchers  ai|a 


&pat< 


76  BUSINESS  WEEK/SEPTEMBER  12,  1994 


SCIENCE  &  TECHNOLC 


BONE 


nvestigating  a  wide  range  of  bone  sub- 
titutes:  metal  parts  with  special  por- 
>us  coatings  that  bond  with  bone  and 
issue;  polymers  derived  from  human 
mino  acids;  and,  of  course,  bioceram- 
is— ranging  from  ocean  coral  to  glass 
bers  that  the  body  absorbs. 

Bone  is  particularly  difficult  for  im- 
lants  or  grafts  to  emulate.  It's  a  tough, 
ssilient  composite.  Its  main  component, 
calcium-phosphorus  compound  called 
ydroxyapatite,  gives  it  strength.  Elastic 
brands  of  collagen  give  it  flexibility.  It  is 
)ntinually  eaten  away  by  its  own  cells— 
len  rebuilt  by  new  bone  cells. 
oral  relief.  Declaring  natural  bone  to 
s  the  gold  standard,  surgeons  general - 
'  make  grafts  from  bone  harvested 
om  a  cadaver  or  skimmed  from  a  pa- 
ent's  own  hip,  ribs,  or  skull.  But  natu- 
il  bone  has  its  own  problems:  Cadaver 
)ne  may  suffer  the  same  rejection  as  a 
ansplanted  organ  would.  Because  it 
living  tissue,  there's  also  a  slight  risk 
lat  cadaver  bone  can  transmit  diseas- 

such  as  aids  and  hepatitis  B.  Har- 
isting  a  patient's  own  bone  can 

painful  and  may  not  yield 
lough  material  to  mend  a 
acture.  As  for  implants, 
etal  doesn't  always  bond 
ell  with  bone.  Plus,  met- 
's  stiffness  can  shield  sur- 
unding  bone  from  stress. 

the  absence  of  stress, 
me  has  a  tendency  to  break 
iwn. 

Thus,  the  search  for  something 
■w.  Among  the  most  creative  com- 
nies  in  the  field  is  Interpore  Interna- 
>nal  in  Irvine,  Calif.,  which  makes  a 
<ne  substitute  from  coral,  the  lime- 
me  exoskeleton  of  tiny  sea  animals 
lied  polyps.  Interpore  harvests  unen- 
ngered  corals  from  the  South  Pacific 
d  Indian  Oceans  and  bakes  them  in  a 
emical  bath  to  convert  the  limestone 
hydroxy  apatite:  bone  mineral.  Three 
mths  after  an  implant,  the  structure 
s  become  filled  with  bone.  Because 
5  brittle,  Interpore's  product  is  best 
•  small  patches  and  nonweight-bearing 
aas,  such  as  the  spongy  ends  of  long 
nes. 

Such  mineralized  coral  is  highly  adapt- 
I  le.  Besides  applying  it  to  jaw  and  fa- 
1  bones,  Interpore  is  seeking  FDA  ap- 
jval  to  use  it  for  fusing  vertebrae, 
ral  has  also  been  fashioned  into  the 
ij  ^e  of  an  artificial  eye  by  San  Diego's 
egrated  Orbital  Implants,  in  a  proce- 
re  patented  by  Arthur  Perry,  a  San 
j  3go  surgeon.  With  eye  muscles  at- 
I  hed  to  a  globe  made  of  coral,  the 
1  :e  eye  moves  more  naturally.  Soon, 
I  sue  and  blood  vessels  grow  in,  an- 
'j  >ring  the  implant. 

j  ideally,  implants  would  go  away 
1  en  their  work  was  done— eliminat- 


A  GLASS  SCAFFOLD 
FOR  BONE 

U.S.  Biomatenals,  a  Baltimore-based 
company,  makes  a  glass  that  provides 
a  platform  for  new  bone  to  replace 
lost  bone  in  jaws,  middle  ears, 
and  small  fractures  else- 
where in  the  body. 
Here's  how 
it  works: 


Bioglass  is 
placed  in  the 
defect,  in  this 
case,  a  jaw  bone. 


ED 


IMPLANT 


Sodium  in  the  glass 
reacts  with  blood  and 
other  body  fluids, 
resulting  in  tiny,  bone- 
like pores  on  the 
surface  of  the  glass  . 


BONE 


f  IMPLANT 


2  TO  24  HOURS 


Calcium  and  phos- 
phate ions  from  the 
glass  and  from  body 
fluids  form  crystals  of 
bone  on  the  implant's 
microporous  layer. 
Collagen  fibers  also 
bond  to  the  surface. 


6  HOURS  TO  3  WEEKS 


Bone  cells  grow 
among  the  collagen 
fibers,  forming  new 
bone.  The  bone  fills  in 
the  spaces  and  locks 
the  implant  in  place. 

DATA:  U.S.  SIOMATERIALS  CORP. 


BONE 


ing  the  surgery  that's 
needed  to  retrieve  metal  parts, 
for  instance.  That's  the  point  of  work 
on  resorbable  composites  of  polymers 
reinforced  with  glass  fibers,  which  could 
substitute  for  metal  plates,  rods,  and 
pins.  These  materials  could  be  entirely 
resorbed  by  the  body  in  a  year.  Also, 
the  materials  transfer  needed  stress  to 
bone  better  than  metal  does,  so  the 
bone  doesn't  dissolve. 

Glass  and  polymers  are  ideal  part- 
ners for  resorbables.  In  one  effort,  Wil- 
liam C.  LaCourse,  a  professor  of  glass 
science  at  Alfred  University  in  Alfred, 
N.Y.,  is  developing  glass  fibers  to  rein- 
force a  resorbable  polymer  developed 
at  Rutgers  University.  The  polymer  is 
made  of  the  amino  acid  tyrosine  and  is 


naturally  broken  down  by  the  body.  Al- 
exander, of  the  Hospital  for  Joint  Diseas- 
es, is  coordinating  the  project  under  a  $2 
million  grant  from  Commerce's  Ad- 
vanced Technology  Program.  "When  you 
consider  the  cost  of  the  second  surgical 
procedure  [to  remove  the  metal  parts], 
we're  saving  about  40%  of  the  total 
cost,"  Alexander  says. 

Glasses  and  ceramics  have  an  almost 
unlimited  number  of  uses.  Delbert  E. 
Day  and  Gary  J.  Ehrhardt  of  the  Uni- 
versity of  Missouri  have  developed 
glass  spheres  just  a  third  the 
width  of  a  human  hair  to  de- 
liver radiation  to  tough-to- 
reach  liver  cancer  without 
damaging  nearby  organs. 
Tumors   require  a  large 
blood  flow,  so  the  beads 
tend  to  be  carried  to  them 
rather  than  to  healthy  tissue. 
The  spheres  are  approved  to 
treat  liver  cancer  in  Canada  and 
are  marketed  by  Nordion  Interna- 
tional Inc.  in  Kanata,  Ont. 
play-doh.  Many  medical  researchers  be- 
lieve bioceramics  may  play  their  most 
valuable  role  as  delivery  vehicles  for 
human  growth  factors,  the  stimulants 
for  regeneration  of  bone  and  tissue.  De- 
Puy  Inc.  in  Warsaw,  Ind.,  has  spent  the 
past  two  years  mixing  a  unique  Play- 
Doh  for  surgeons  with  the  help  of  Gen- 
entech  Inc.  This  artificial  bone  graft 
combines  a  growth  factor  and  tricalcium 
phosphate,  a  ceramic  that  releases  the 
growth  factor  as  it  dissolves.  Animal 
trials  of  the  bone-graft  substitute 
should  be  complete  in  1995. 

Growth  factors  such  as  Gen- 
entech  provides  may  not  al- 
ways be  enough  to  stimulate 
bone  growth.  That's  espe- 
cially true  if  the  body  is 
short  on  a  rare  type  of  bone 
marrow  cell  called  mesenchy- 
mal stem  cells,  which  give 
rise  to  new  bone,  cartilage,  lig- 
ament, muscle,  and  tendon.  Ste- 
phen E.  Haynesworth  and  Arnold 
Caplan  of  Case  Western  Reserve 
University  have  discovered  a  way  to 
replicate  the  rare  cells  and  saturate  a 
bonelike  ceramic  with  them.  Since  the 
cells  belong  to  the  patient,  tissue  rejec- 
tion shouldn't  be  a  problem.  Cleveland's 
Osiris  Therapeutics  Inc.  has  licensed  the 
technology  and  begun  large-animal  trials. 

After  nearly  30  years  in  the  field  of 
bioceramics,  Larry  Hench  is  still  awed 
by  the  idea  that  materials  made  from 
such  simple  components  as  calcium, 
phosphorus,  and  silica  could  help  pro- 
duce something  as  vital  and  complex  as 
human  bone.  But  then,  Hench  observes, 
the  body  itself  is  made  of  equally  unim- 
pressive ingredients. 

By  Ruth  Coxeter  in  New  York 
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MILITARY  INTELLIGENCE 
TO  KEEP  BURGLARS  AT  BAY 


It's  a  stormy  night  and 
your  burglar  alarm 
starts  clanging.  A  break- 
in?  More  likely,  lightning 
triggered  your  alarm. 
But  in  the  next  few 
years,  nuisance  alarms 
could  become  less  com- 
mon, thanks  to  advances 
in  fiber  optics,  which  are 
immune  to  electrical 
storms  and  other  elec- 
tromagnetic interference. 

Military  bases  were 
the  first  to  install  loops 
of  glass  fibers  to  protect  their  peripheries.  Inside  a  loop, 
lasers  pump  beams  of  light  in  opposite  directions.  When  the 
fiber  is  disturbed  by  pressure  or  sound,  the  relationship  of  the 
two  beams  changes.  This  "phase  shift"  is  picked  up  by  a  pho- 
todetector,  which  generates  an  electrical  signal  that  a  com- 
puter interprets  as  a  drop  of  rain,  a  falling  leaf— or  a  thief. 
Such  systems  used  to  cost  more  than  $20,000  per  loop.  Thanks 
to  the  plummeting  cost  of  electronic  components,  Mason  & 
Hanger  National  Inc.  in  Huntsville,  Ala.,  has  brought  the 
price  of  a  loop  down  to  $3,400.  Even  so,  industry  leader 
Fiber  SenSys  Inc.  in  Beaverton,  Ore.,  predicts  it  will  be  five 
years  before  systems  show  up  in  middle-class  suburbs. 


A  BREAKTHROUGH  IN  WRINGING 
LIQUID  FUEL  FROM  COAL 


Synthetic  fuel  was  supposed  to  alleviate  America's  depen- 
dence on  imported  oil  by  squeezing  an  oil-like  liquid  out  of 
coal.  However,  synfuel  hasn't  delivered  on  its  promise.  A 
barrel  of  liquefied  coal  costs  more  than  $30,  or  at  least  50% 
more  than  the  real  thing.  But  synfuel  may  get  another  chance, 
as  a  result  of  research  at  Pennsylvania  State  University. 

Last  year,  Chunshan  Song,  an  assistant  professor  of  fuel  sci- 
ence, hoped  to  trim  costs  by  finding  a  better  way  of  drying 
the  black  lumps  before  they're  tossed  into  a  high-pressure 
oven.  Instead,  Song  stumbled  on  a  "magic  effect."  By  adding 
more  water  and  lowering  heat  and  pressure,  he  got  a  radical 
improvement  in  liquefaction  efficiency.  "We  couldn't  believe  it," 
says  Song.  So  his  research  team  double-checked— and  finally 
went  public  on  Aug.  23.  If  the  technique  can  be  scaled  up  to  a 
commercial  process,  Song  predicts  a  "major  impact"  on  costs, 
because  the  approach  is  four  times  as  fast  as  previous  ones 
and  less  expensive  to  operate.  Moreover,  it  works  with  sub- 
bituminous  coal,  the  cheapest  type. 


PURGIHG  HUCLEAR  WASTE 
RUSSIAH  STYLE 


Russia  has  gotten  bad  press  lately  as  the  source  of  contra- 
band plutonium  and  the  home  of  unsafe  nuclear  plants.  But 
in  the  field  of  radioactive-waste  disposal,  the  Russians  are 
making  some  valuable  contributions.  The  U.  S.  Energy  Dept.  is 
working  with  scientists  from  the  V.  G.  Khlopin  Radium  Institute 
in  St.  Petersburg  on  a  process  that  could  reduce  by  90%  the 


volume  of  one  kind  of  radioactive  waste  that  must  be  formei 
into  glass  for  long-term  storage.  That  could  save  billions  of  dol 
lars.  The  process  is  being  used  on  highly  radioactive  waste 
that  were  generated  from  reprocessing  of  spent  fuel.  It  use 
carbon  dicarbollide  and  other  reagents  to  separate  radioac 
tive  nuclides  from  other  waste  components  such  as  nitric  acid 
Only  the  nuclides  need  to  be  vitrified. 

The  Russian  method  was  a  "great,  great"  success  in  tests  a 
the  Energy  Dept.'s  Idaho  National  Engineering  Laboratory 
Clyde  W.  Frank,  Deputy  Assistant  Secretary  for  technology 
development,  announced  in  August.  The  concentrated  ra 
dioactive  materials  wouldn't  appeal  tc  nuclear  terrorists  be 
cause  they  contain  little  plutonium  or  uranium. 


MORE  MOVING  PICTURES 
WILL  SOON  INVADE  YOUR  PC 


Get  ready  to  see  lots  more  video  on  the  screen  of  your  per 
sonal  computer.  A  soon-to-be-announced  industry  stan 
dard  could  stimulate  rapid  development  of  games,  corporati 
training  materials,  and  other  software  that  includes  full-screen 
full-motion  video.  So  far,  only  one  company,  Sigma  Designs  Inc 
in  Fremont,  Calif.,  makes  a  plug-in  board  for  PCs  that  cai 
handle  video  stored  on  cd-roms  in  the  so-called  moving  pictur 
experts  group  (MPEG)  format.  But  lots  of  other  companies  ar< 
getting  ready  to  jump  in. 

The  problem  is  to  create  software  that  interacts  with  th< 
plug-in  boards  in  a  predictable  way.  To  avoid  a  profusion  of  dil 
ferent  so-called  application-programmer  interfaces,  key  industn 
players  formed  a  standard-setting  committee.  The  committee': 
original  idea  was  to  come  up  with  an  alternative  to  Sigma  De 
signs'  proprietary  standard.  But  that  could  have  taken  a  year  o 
more.  To  speed  things  up,  C-Cube  Microsystems  Inc.  in  Milpitas 
Calif.,  whose  MPEG-decompression  chip  forms  the  heart  of  MPE( 
video  boards,  brokered  a  deal  in  August  for  the  industry  grouj 
to  adopt  most  of  the  features  of  Sigma's  standard.  The  agree 
ment  is  set  to  be  announced  in  late  September. 


SMARTER  THAH  THE  AVERAGE  ANT, 
IT'S  ROBO-ANT 


Keeping  ants  behind 
glass  is  one  way  to 
study  how  intelligent  be- 
havior emerges  from 
simple  instincts.  But 
Luis  R.  Lopez,  a  scien- 
tist at  an  Army  research 
laboratory  in  Huntsville, 
Ala.,  has  formed  a  com- 
pany to  offer  an  even 
more  entertaining  alter- 
native: an  antlike  robot 
called  Insecta. 

Insecta  can  outlearn 
ants.  Fed  a  few  simple 
software  rules,  the  robot  evolves  increasingly  complex  opera 
tions.  Its  genetic  algorithms  start  with  snippets  of  software  tha 
combine  and  exchange  data,  and  automatically  create  mor< 
complex  programs.  For  guidance,  Insecta  will  use  neural  net 
works,  or  circuits  that  mimic  the  reasoning  powers  of  the  hu 
man  brain.  Finished  Insecta  robots  and  software  will  be  read} 
by  yearend  for  $800  and  up.  Lopez'  new  company,  Ubligf 
Software  &  Robotics  Corp.,  will  also  offer  kits,  optional  sensors 
and  modules  for  do-it-yourselfers  fascinated  by  artificial  life. 
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The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 


The  Company  Needed  Strong  Medicine.  t 


hey  try 


a  Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon 


feit  We  Made  It  Easier  To  Swallow. 


^^S^^^^^^     a  30%  decrease  in  claims  and  a  43^  decrease  in  costs.  It  you'd  like  to  feel  better 


LIBERTY 

about  your  workers  compensation  costs,  talk  to  Liberty  Mutual.  MUTUAL. 


»    1994  Liberty  Muiujl  Imuramr  f.roup/B 
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DID  THE  AMEX  TURN  A  BLIND  EYE 
TO  A  'SHOWCASE'  STOCK? 


The  bizarre  Printron  case  shows  the  exchange  too  often  ignores  the  most  glaring  signs  of  trouble 


tha 

only  from  Barnes  but  from  the  Ame?  !  • 
'blue  ribbon"  panel  of  Wall  Street  nol 
ables  that  had  handpicked  the  23  EC]  [Pi 
companies.  Schuler  also  hid  her  previou 
identity,  and  the  injunction,  from  secui 
ities  regulators  in  New  York,  in  a  "sur 
shine  law"  filing  14  months  before  th  M 
day  the  balloons  fell  on  the  Amex  floo  m 
(box). 

March  18,  1992,  marked  the  begir 
ning  of  Frank  Barnes's  nightmare— an 
he  was  far  from  alone.  The  Albi 
querque-based  company— along  wit 
most  of  the  charter  ECM  roster— ha 
been  a  disaster  for  investors.  And  th 
Amex  is  still  reeling  from  the  ECM  in 
broglio,  even  though  its  greatest  en 
barrassment,  Printron,  has  never  bee 
publicly  aired.  The  executive  director  ( 
the  ECM,  Mark  Klein,  refused  commen  isec 


Frank  J.  Barnes  stood  on  the  mezza- 
nine of  the  American  Stock  Ex- 
change, watching  the  balloons.  It 
was  Mar.  18,  1992,  the  birthday  of  the 
Emerging  Company  Marketplace,  the 
Amex'  showcase  for  "some  of  the  best 
companies  in  the  country,"  and  the  bal- 
loons cascading  onto  the  trading  floor 
were  a  patriotic  red,  white,  and  blue. 

Sure,  it  was  a  corny  spectacle.  But 
the  49-year-old  Barnes,  a  marketing 
consultant  from  Long  Island,  couldn't 
help  but  feel  excited.  Only  six  weeks 
before,  after  closing  on  the  sale  of  his 
house,  Barnes  had  deployed  a  huge  slice 
of  his  nest  egg— $217,000— to  buy  shares 
in  a  company  that,  he  was  assured, 
would  likely  be  among  the  ecm's  char- 
ter listings.  And  when  the  ECM  roster 
came  out,  there  it  was:  Printron  Inc. 

Printron  was  an  enticing 
combination  of  political  correct- 
ness and  profit  potential,  for  it 
was  pioneering  a  pollution-free 
process  for  manufacturing  print- 
ed circuit  boards.  Its  chairman 
and  chief  executive  officer,  56- 
year-old  Eleanor  Lorraine 
Schuler,  was  an  American  suc- 
cess story.  In  her  wildly  varied 
career,  she  had  been  a  welder, 
entrepreneur,  corporate  execu- 
tive, and  even  a  pistol-packing 
Federal  Bureau  of  Investigation 
double  agent  who  had  battled 
Soviet  spies  during  the  Cold 
War.  But  she  didn't  like  to  talk 
about  that. 

CHECKERED  RECORD.  As  Barnes 
watched  the  festivities,  the 
conservatively  dressed  Schul- 
er was  but  a  few  feet  away, 
also  looking  on  as  the  balloons 
fell  and  as  Securities  &  Ex- 
change Commission  Chairman 
Richard  C.  Breeden  rang  the 
opening  bell.  Schuler  would  not 
be  interviewed  for  this  article, 
so  her  emotions  on  that  day 
can  only  be  guessed  at.  But 
when  Breeden  rang  that  bell, 
her  feelings  were,  very  likely, 


mixed— for  along  with  her  many  accom- 
plishments there  was  a  stain  on  her 
record.  She  had  twice  been  sued  in  Fed- 
eral Court  by  the  sec,  twice  agreeing  to 
injunctions,  without  admitting  or  deny- 
ing guilt,  that  prohibited  her  from  violat- 
ing the  securities  laws.  One  of  the  in- 
junctions was  known  to  the  Amex  when 
it  approved  Printron's  listing  on  the 
ECM.  The  other  was  not. 

Eleanor  Schuler  had  two  records  of  al- 
leged securities  law  transgressions— one 
as  a  woman,  and  one  as  a  man.  In  fact, 
the  name  "Eleanor  Schuler"  was  one 
that  she  had  made  up  out  of  thin  air. 
Before  a  sex-change  operation  in  the 
late  1970s,  she  had  used  the  name  her 
parents  gave  her:  John  Huminik  Jr.  Her 
earlier  SEC  record,  and  her  change  in 
gender,  were  concealed  by  Printron  not 


HE  DID/SHE  DID: 
PRINTRON'S  PAST 

Before  becoming  Eleanor  Schuler, 
John  Huminik  Jr.  ran  two  companies 
that  the  SEC  accused  of  fraud.  Later, 
she  signed  another  consent  decree. 
The  SEC  may  have  thought  they 
were  two  separate  people. 
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n  Printron,  the  Amex's  selection  pro- 
ess,  or  any  element  of  the  Schuler/Hu- 
linik  affair,  saying  that  the  exchange 
oesn't  talk  about  companies  that  are 

0  longer  listed.  (Printron  withdrew 
•om  the  ECM  in  March,  1993,  because  it 
ad  ceased  to  meet  the  ECM's  listing 
andards.)  Printron  CEO  Donald  C.  Wun- 
:h  says  that  Printron  fully  complied 
ith  the  law  in  its  public  disclosures. 
WERE  STRAITS.  Printron  epitomizes  the 
oes  that  have  beset  the  uncounted 
tousands  of  investors  who  bought  into 
ie  ECM  charter  stocks.  Printron  stock, 
hich  traded  at  $14  a  share  on  that  glo- 
ous  March  day,  now  changes  hands  at 
ss  than  the  cost  of  a  postage  stamp— 
!<t.  The  company,  its  filings  disclose, 
in  severe  financial  straits.  The  vaunt- 

1  "Printron  process"  for  manufacturing 
rcuit  boards,  which  Barnes  says  he 
as  assured  would  begin  producing  rev- 
mes  in  1992,  has  come  to  naught.  And 
irnes  is  pursuing  a  lawsuit  against 
•intron,  Schuler,  and  other  defendants, 
mong  other  things,  he  maintains  that 
•intron  reneged  on  an  agreement  to 
fund  his  $217,000.  Wunsch,  who  re- 
aced  Schuler  as  CEO  but  not  as  chair- 
an,  in  March,  1993,  says  that  the  com- 
ny  is  vigorously  contesting  the 
egations.  He  declined  further  com- 
3nt,  calling  Barnes  a  "troublemaker." 
Trouble,  alas,  has  been  the  ecm's  mid- 
3  name.  Of  the  23  stocks  in  the  ECM, 

have  fallen  like  lead  balloons,  or 
ased  trading  entirely,  since  the  day 


"  weekly 
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HUMINIK'S  SEX  CHANGE  RECEIVED  A  LOT  OF 
PUBLICITY  IN  THE  '70S 

the  balloons  fell  (table,  page  82).  Mean- 
while, the  Russell  2000  index  of  small- 
cap  stocks  has  sustained  a  rousing  23% 
gain.  In  light  of  the  ECM  charter  mem- 
bers' awful  record,  the  story  of  Prin- 
tron is  as  illuminating  as  it  is  bizarre. 

The  Barnes  litigation  paints  a  por- 
trait of  Printron  that  is  even  more  dis- 
mal than  its  share  price  collapse  would 
indicate.  As  alleged  in  the  suit,  which 
was  dismissed  on  technical  grounds  in 
March  and  refiled  the  other  day  in  U.  S. 
District  Court  in  Manhattan,  Printron 
was  little  more  than  a  fraud— a  "sting," 


Name  of 

of  Issuer  Printron,  Inc. 


Principal 

Office"  fiQ.17  Eriart^  StS 


Street  Acdress City  State  Zip 


87113 


a.    Has  registrant  any  officer,  director  or  principal  or  partner  ever 

A.  been  suspended  or  expelled  from  membership  in  any  securities  or 
commodities  exchange,  association  of  securities  or  commodities 
dealers  or  investment  advisors?   Yes  O   No  IS 

B.  had  a  license  or  registration  as  a  dealer,  broker,  investment 
advisor  or  salesman,  futures  commission  merchant,  associated 
person,  commodity  poo!  operator,  or  commodity  trading  advisor 
dented,  suspended  or  revoked?  _   Yes  □    No  IS 

C.  been  enjoined  or  restrained  by  any  court  or  government  agency 
from: 

1.  the   issuance,   sale   or  offer  for  sale  of  securities  or 
commodities?  .-   Yes  D   No  E 

2.  rendering  securities  or  commodities  advice?    Yes  O    No  S 

3.  handling  or  managing  trading  accounts?   Yes  D    No  Sj 

4.  continuing  any  practices  in  connection  with  securities  or 
commodities?  _.~   Yes  O   No  65 

O.  been  convicted  of  any  crime  (other  man  minor  traffic)?    Yes  Q    No  S 

E.  used  or  been  known  by  any  other  name?    Yes  O   No  B 

F.  been  the  subject  of  any  professional  disciplinary  proceeding?   Yes  O    No  £3 

It.  G.  h— Win*      I  ■■>       i  ;i  J^ajjflpMWaSLi'-'- 

Ssc.i  of  :re  undersigned,  constituting  all  officers,  directors,  partners,  and  controlling  principals  cf 
tr.e  registranr  co  herecy  stats  and  recrese.nt  that  at!  statements  contained  herein  are  true  anc 
cc.-.-ec:  and  understancs  tnat  any  false  statement  snail  constitute  a  violation  of  Art.  23-A  of  tne 
General  cusiness  Law. 

Signature  Narr.e  anc  Title  (please  type  or  print!  date 

£"Ek-..w.-.  S_-C  Q  Elearor  Schuler    

.   Chief  Executive  Officer  &  Director — _____ 


as  the  suit  puts  it,  in  which  Barnes  was 
the  target.  For  the  Amex,  the  Printron 
imbroglio  raises  fundamental  questions 
about  the  ECM.  How  did  Printron  get 
past  the  gatekeepers  at  the  Amex? 
Could  the  Printron  fiasco  lie  repeated? 
The  answer  to  that  question  is  disturb- 
ing—a firm  "yes." 

A  good  place  to  address  these  ques- 
tions is  at  the  very  beginning— in  the 
story  of  Eleanor  Schuler's  previous  man- 
ifestation, John  Huminik  Jr.  Born  in  a 
working-class  neighborhood  of  southeast 
Washington,  D.  C,  in  1935,  the  son  of  a 
Navy  musician  of  Russian  extraction, 
young  John  had,  apparently,  an  ordi- 
nary childhood.  He  married  his  high 
school  sweetheart— with  whom  he  had 
four  children— and  served  in  the  Air  Na- 
tional Guard.  He  began  work  as  a  weld- 
er (a  "welding  engineer,"  as  the  Prin- 
tron bio  puts  it)  at  19. 
moonlighting.  Huminik  never  graduat- 
ed from  college— something  that  made 
his  (and  her)  later  achievements  all  the 
more  remarkable.  He  studied  metallurgy 
at  night,  and  eventually,  in  Horatio  Al- 
ger fashion,  rose  to  the  post  of  senior 
scientist  at  a  company  called  Value  Engi- 
neering. In  1963  he  founded  a  chemical 
company,  Chemprox.  Meanwhile,  Humin- 
ik was  moonlighting.  It  was  an  unusual 
job.  He  was  a  double  agent  for  the  FBI 
and  the  Soviet  government. 

As  recounted  in  his  slickly  written 
1967  book,  Double  Agent,  Huminik  was 
recruited  as  a  spy  by  agents  working 
out  of  the  Soviet  Embassy  in 
Washington.  In  the  adventures 
that  followed,  Huminik  found 
himself,  among  other  things, 
caught  up  in  the  disorders  in 
the  Dominican  Republic  in 
1965.  "I  slipped  my  .45  pistol 
into  my  holster  and  headed  for 
the  city,"  goes  one  typical  pas- 
sage. But  Huminik  kept  the  FBI 
posted  every  step  of  the  way, 
leading  a  double  life  for  six 
years.  In  1967,  Huminik,  a  pro- 
saic-looking man  wearing  horn- 
rimmed glasses,  testified  be- 
fore Congress  about  the 
dangers  posed  by  Soviet 
espionage. 

Neither  the  book  nor  the 
double-agent  career  were  men- 
tioned in  any  of  Printron's  fil- 
ings with  investors  and  regula- 
tors. And  that,  apparently,  is 
permitted  by  sec  rules  that 
only  require  disclosure  of  ac- 
tivities within  the  past  five 
years.  What  isn't  so  clear  is 
just  how  much  Printron  had  to 

IN  A  NEW  YORK  "SUNSHINE 
LAW"  FILING,  SCHULER  CLAIMED 
SHE  HAD  NEVER  BEEN  KNOWN 
BY  ANOTHER  NAME 
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reveal  about  Schuler's  history.  At  issue 
is  not  her  sex  change,  but  rather  the  ex- 
tent to  which  her  concealment  of  that 
change  masked  other  things.  "We  have 
nothing  against  transsexuals,"  Barnes's 
lawyer  Victor  L.  Zimmerman,  formerly 
with  the  sec's  enforcement  division, 
takes  pains  to  point  out. 
"MATERIAL  EVENTS."  The  trouble,  from 
the  Barnes  perspective,  arises  whenever 
Schuler's  pre-Schuler  activities  are  men- 
tioned in  Printron's  public  disclosures. 
Time  after  time,  they  refer  to  Schuler  as 
a  "she"— even  when  discuss- 
ing positions  held  when 
Schuler  was  a  "he."  More- 
over, the  filings  say  that 
Schuler  was  a  "self-employed 
technology  and  corporate  con- 
sultant" from  1966  to  1991. 

In  fact,  Schuler,  as  Humin- 
ik,  was  president  of  General 
Industrial  Corp.  and  General 
Enterprises  Corp.,  which  al- 
legedly defrauded  investors 
during  the  1970s.  According 
to  a  federal  court  suit  that 
the  SEC  filed  against  Huminik 
and  the  two  companies  in  De- 
cember, 1975,  Huminik  re- 
peatedly lied  to  investors 
about  GIC.  Huminik  agreed  to 
a  permanent  injunction  bar- 
ring him  from  making  untrue 
statements,  and  otherwise  de- 
frauding investors,  in  the  fu- 
ture. He  agreed  to  the  injunc- 
tion without  admitting  or 
denying  the  SEC's  allegations. 

Was  Schuler  being  shy— or 
was  she  improperly  mislead- 
ing investors?  Wunsch  main- 
tains that  Schuler  was  within 
her  rights  to  hide  her  previ- 
ous gender  and  to  not  dis- 
close the  1976  injunction,  be- 
cause of  the  sec  rule 
requiring  such  disclosures 
only  for  five  years.  Zimmer- 
man maintains  that  a  previ- 
ous injunction  is  a  "material 
event"  that  must  be  disclosed  beyond 
the  five-year  period  set  by  the  rules. 
Who  is  right?  "If  you  ask  a  dozen  law- 
yers, you'll  get  a  dozen  answers,"  ob- 
serves Ira  L.  Sorkin,  a  securities  lawyer 
and  former  head  of  the  New  York  office 
of  the  SEC. 

The  GEC/GIC  allegations  drew  nary  a 
mention  in  the  financial  press.  But  the 
next  Huminik/Schuler  exploit  received 
considerably  more  ink.  As  detailed  in  a 
lengthy  article  in  the  Style  section  of 
The  Washington  Post  in  December,  1977, 
John  Huminik  was  no  longer  exhibiting 
a  James  Bond  persona.  "Marine  blue 
shadow  haloes  the  eyelids,"  the  article 


began.  "'What  do  you  think?'  she  asks, 
for  she  really  doesn't  know  if  she  is 
pretty.  'Judging  from  the  number  of 
men  that  chase  me  .  .  .'  The  low  voice 
trails  off."  The  Post  went  on  to  describe 
the  sex  change  and,  in  graphic  detail, 
how  it  affected  every  aspect  of  her  life. 

None  of  this  would  amount  to  a  hill  of 
beans  if  Eleanor  Schuler,  as  Printron 
CEO,  hadn't  fallen  afoul  of  the  SEC.  In 
September,  1991,  the  SEC  filed  suit 
against  Printron  and  Schuler.  The  suit 
alleged  that  Schuler  was  brought  into 


THE  CLASS  OF  '92:  MOST  ARE  FLUNKING 


Share 

price 

Percent 

Company 

o/io  /no 

3/18/92 

8/30/94 

change 

ADVANCED  PHOTONIX 

8.125 

2.188 

-73.1% 

AITA  CMCDTV* 
ALIA  cNtKuT 

o./iU 

Not  trading 

AMERICAN  PACIFIC  MINT 

3.750 

1.938 

^18.3 

AUDKE  RECOGNITION  MiTEMb 

4.0/5 

0.938 

-80.8 

CANCER  TREATMENT  HOLDINGS 

5.000 

2.250 

-55.0 

CUIUNIAL  DATA  IKHNULUultb 

4.750 

153.3 

DIGITRAN  SYSTEMS 

3.063 

Not  trading 

EPIGEN 

3.250 

0.500 

-84.6 

INTERTEL  COMMUNICATIONS 

9.375 

13.125 

40.0 

ION  LASER  TECHNOLOGY 

2.969 

0.938 

-68.4 

MEDIA  LOGIC 

3.380 

1.875 

^14.5 

MEDPHONE 

1.750 

0.020 

-98.9 

NORTH  COAST  ENERGY 

2.391 

1.250 

-47.7 

NORTHERN  INSTRUMENTS" 

2.875 

2.938 

2.1 

OCEAN  OPTIQUE  DISTRIBUTORS 

6.359 

3.688 

^12.0 

PNF  INDUSTRIES* 

9.250 

Not  trading 

PRINTRON 

14.000 

0.219 

-98.4 

PROFESSIONAL  DENTAL  TECHNOLOGIES 

4.313 

2.625 

-39.1 

RANDERS  GROUP 

1.782 

0.688 

-61.4 

THREE-FIVE  SYSTEMS 

2.375 

39.000 

1542.1 

TOP  SOURCE 

3.907 

6  500 

66.4 

TOPOX* 

5.375 

Not  trading 

UNIQUE  MOBILITY 

2.130 

6.125 

187.6 

RUSSELL  2000 

23.0% 

No  longer  trading 
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the  company  by  Karl  R.  Huber  Jr.,  a 
convicted  felon  and  disbarred  lawyer. 
According  to  the  SEC's  allegations,  which 
were  neither  admitted  nor  denied  by 
Schuler  and  the  company,  Huber's  hid- 
den role  in  the  company  violated  the 
federal  securities  laws.  Schuler  and  Prin- 
tron settled  the  charges  by  agreeing  to 
a  consent  decree  barring  them  from  fu- 
ture securities  law  violations.  "There 
were  no  victims.  No  shareholders  were 
harmed,"  Schuler  told  business  week 
in  an  article  on  the  ECM  in  April,  1992. 

The  Huber-Schuler  ties  were 
shrugged  off  by  the  blue-ribbon  panel. 
"We  were  assured  by  the  Amex  staff 


lesi 
tb 


that  the  issue  had  been  resolved,"  pantj 
member  Nedim  Hamarat,  president  (j 
Beekman  Capital  Management  Ltd.,  toll 
business  week  at  the  time.  But  Harm, 
rat  and  another  former  panel  membel 
L.  Keith  Mullins,  a  managing  directo 
at  Smith  Barney  Shearson  Inc.,  now  saL 
that  the  panel  didn't  know  that  Eleanc| 
Schuler  used  to  be  John  Huminik— cf 
that  Schuler  consented  to  not  one  bit 
two  injunctions  by  the  SEC.  If  they  ha 
known,  they  say,  Printron's  listing  woul 
never  have  been  approved 

The  SEC's  mild  treatmei 
of  Schuler  in  1991  raises  y<  F 
another  issue:  Did  the  SE 
know  in  1991  that  Schult 
was  Huminik?  After  all,  tr 
1976  injunction  barred  th 
kind  of  conduct  dealt  with  i 
the  1991  suit— alleged  viol 
tions  of  Sections  10(b)  an  r 
17(a)  of  the  Securities  E: 
change  Act  of  1934,  whic  ; 
contain  broad  prohibitior 
against  securities  fraud.  Or  : 
explanation  might  be  that  tr 
SEC  felt  so  much  time  ha 
passed  that  it  would  not  pu 
sue  a  criminal  contempt  a 
tion  against  Schuler.  Stepht 
J.  Crimmins,  an  attorney 
the  sec's  enforcement  div  - 
sion,  says  he  can't  commei  1 
on  the  Huminik/Schuler  ma 
ter  because  it  may  be  th 
subject  of  an  investigate 
However,  Crimmins  says  th 
normally  a  person  suspectc 
of  contempt  of  a  previous  o 
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KM 
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pes  < 
pes  ■ 
jentl] 
tugl 

ki- 
der  is  brought  up  on  thi  jf 
charge  immediately,  withoi 
the  interim  step  of  a  secor 
consent  decree— even  if  a  se 
ond  company  is  involved 

If  the  SEC  didn't  know  th: 
the  Eleanor  Schuler  of  19! 
was  the  John  Huminik 
1976— and  the  Amex  sure 
didn't  know— there  was  or 
possible  explanation.  The  ce: 
tral  registry  of  the  National  Associatk 
of  Securities  Dealers,  the  electronic  bib? 
of  securities  regulators  nationwide,  h< 
John  Huminik  on  its  data  base.  And  E 
eanor  Schuler,  too.  But  they  are  listed 
two  separate  people,  with  one  "inciden 
to  his  name  and  one  to  hers.  A  NA£ 
spokesman  notes  that  more  detailed  i: 
formation,  such  as  social  security  nur 
bers,  is  only  maintained  for  NASD  mer 
bers— not  corporate  officers  who  Is 
afoul  of  the  SEC. 

So  the  SEC  couldn't  have  found  o>> 
anything  by  checking  with  the  NASI 
And  as  for  the  Amex— well,  it  nev(: 
even  tried.  According  to  a  study  of  tr 
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)CM  last  May  by  the  General  Accounting 
)ffice,  the  investigative  arm  of  Con- 
ress,  the  ECM  tightened  its  screening 
rocedures  in  the  spring  and  summer 
f  1992,  and  that  included  checking  com- 
uter  databases  such  as  the  NASD's.  But 
ven  so,  the  GAO  observed,  the  Amex 
mtinues  to  allow  companies  on  the  ECM 
ven  if  they  have  no  earnings  or  reve- 
ues  or  are  losing  money  when  "the 
impanies  were  judged  capable  of  im- 
roving  their  finances  in  the  future." 
With  marginal  companies  still  permit- 
id  on  the  ECM,  it's  far  from  clear  if  the 
mex  has  learned  the  lessons  of  Printron 
id  the  other  troubled  companies  that 
iund  their  way  on  to  the  ECM.  In  an 
terview,  the  ecm's  executive  director 
>r  the  past  year,  Mark  Klein,  said  that 
3  is  "trying  to  position  the  ECM  as  a 
iperior  alternative  to  the  NASDAQ  small- 
tp  marketplace."  The  main  obstacle,  he 
ilieves,  is  one  of  PR.  There  has  been,  he 
els,  too  much  "bad  press."  His  "mis- 
on,"  he  says,  is  one  of  marketing— to 
irrect  misconceptions  about  the  ECM 
id  "disseminate  the  facts  to  the  target 
arket,"  the  small  companies  targeted 
E  the  Amex  and  the  NASDAQ  in  the 
int  for  listings.  Klein  claims  statistics 
ow  that  companies  that  move  to  ECM 
jm  NASDAQ  get  dramatically  narrower 
|  reads  between  bid  and  ask  prices. 
MIBLE-digit  declines.  But  as  for  perfor- 
ance,  ECM  statistics  are  far  less  glow- 
s' In  fact,  they  stink.  The  Amex'  own 
^ires  show  that  40  of  the  60  ECM  com- 
nies  that  have  listed  to  date— one  as 
cently  as  last  June— have  declined 
rough  last  July  L  And  although  there 
re  a  few  isolated  winners,  the  losers 
;re  largely  awful,  with  38  sustaining 
uble-digit  declines  in  a  generally  up 
irket.   Moreover,   the   data  were 
swed  in  Amex'  favor  because  the  list 
es  not  include  companies  that  have 
>pped  trading. 

The  Amex  no  longer  advertises  the 
M  as  the  champagne  of  small-cap  mar- 
ts, and  its  screening  panel  is  no  long- 
called  "blue  ribbon."  But  the  Prin- 
>n  disaster  and  the  miserable 
rformance  of  the  other  ECM  compa- 
is  make  it  plain  that  the  Amex  hasn't 
ne  far  enough.  By  allowing  on  to  the 
M  a  host  of  clearly  marginal  compa- 
s,  the  Amex  is  alienating  its  ultimate 
rget  market"— the  Frank  Barneses  of 
8  world.  Small  time,  retail  investors 
ve  long  sustained  small-cap  stocks, 
ne  of  them  have  made  the  mistake  of 
ieving  that  the  ECM  was  a  conglomer- 
3n  of  the  best  companies  in  the  coun- 
.  Clearly  that  was  a  tall  order.  But  if 
i  ECM  companies  can't  be  among  the 
it  in  America,  is  it  too  much  to  ask 
t  they  not  be  among  the  worst? 
By  Gary  Weiss  in  New  York,  with  Mi- 
el  Schroeder  in  Washington 


DEALS  I 


LBO  HOT-RODDERS 
RETOOL 


Firms  are  looking  far  beyond  traditional  buyouts 


A few  years  back,  Wall  Street  in- 
vestment firm  Blackstone  Group 
was  playing  the  leveraged  buy- 
out game  like  everyone  else.  Among  its 
big  acquisitions  were  Chicago  &  North 
Western  Transportation  Co.  and  the  Six 
Flags  theme-park  chain.  But  after  Black- 


Behind  the  fragmentation  of 

the  buyout  industry  is  a 
familiar  tale:  too  much  money 
chasing  too  few  deals 


stone  raised  a  new  $1.3  billion  war  chest 
late  last  year,  its  first  deal  wasn't  a 
buyout  at  all.  Instead,  Blackstone  shelled 
out  $50  million  for  a  majority  stake  in  a 
startup  reinsurance  company,  La  Salle 
Re  Ltd. 

Forget  Barbarians  at  the  Gate.  The 
swashbuckling  leveraged  buyout  firms 
that  swaggered  across  the  financial  land- 
scape in  the  late  1980s  have  matured, 
even  mellowed.  With  stock  prices  high, 


competition  stiff,  and  affordable  compa- 
nies scarce,  today's  buyout  mavens  are 
looking  for  deals  in  unlikely  places  and 
pursuing  a  variety  of  new  strategies. 
"It's  the  evolution  of  the  LBO  business," 
says  J.  Tomilson  Hill,  a  Blackstone  gen- 
eral partner  who  played  in  the  1980s 
takeover  game  as  a  top- 
level  Lehman  Brothers 
investment  banker.  "You 
can't  just  sit  with  a  pool 
of  money  waiting  for 
the  phone  to  ring,  for 
somebody  to  say:  'Here 
is  a  company  to  buy  in 
an  auction.' " 
CASH  SURGE.  Even  the 
term  "leveraged  buyout" 
no  longer  describes 
what  many  firms  are 
doing.  Some  prefer  to 
be  known  as  "private 
equity"  investors.  In 
part,  that's  because  of 
the  bad  name  LBOs  got 
in  the  1980s  takeover 
frenzy.  But  also,  today's 
deals  involve  much  less 
leverage.  Some  of  the 
current  investments  are 
not  even  buyouts  but 
involve  taking  minority 
stakes,  purchasing  bank 
debt,  or  pursuing  novel 
tactics  such  as  "lever- 
aged buildups." 

Behind  the  fragmen- 
tation of  the  buyout  industry  is  a  famil- 
iar tale:  too  much  money  chasing  too 
few  deals.  Although  both  buyouts  and 
the  amount  of  money  flowing  into  them 
slowed  after  the  late  1980s,  cash  has 
poured  into  the  sector  in  the  past  few 
years.  Indeed,  Steven  P.  Galante,  edi- 
tor of  The  Private  Equity  Analyst  in 
Wellesley,  Mass.,  predicts  that  buyout 
funds  will  raise  a  record  $11  billion  this 
year,  up  53%  from  last  year  and  even 
greater  than  the  1987  record  of  $10.2 
billion  (chart,  page  84). 

In  part,  the  surge  may  be  cyclical. 
It's  been  four  or  five  years  since  many 
big  buyout  firms  raised  a  lot  of  money, 
and  now  they're  simply  going  back  to 
satisfied  investors  for  more.  But  there's 
also  a  more  fundamental  dynamic  at 
work.  Enticed  by  returns  for  buyouts 
that  dwarf  those  for  traditional  invest- 
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merits,  many  pension  funds  and  other 
institutions  have  upped  the  percentage 
of  their  portfolios  earmarked  for  the 
sector.  At  the  same  time,  overall  pension 
assets  are  increasing,  so  buyouts  are 
getting  a  bigger  piece  of  an  expanding 
pie.  "There's  plenty  of  money  available," 
says  Robert  F.  Johnston  of  Beacon  Hill 
Financial  Corp.  in  Cohasset,  Mass.,  who 
helps  raise  money  for  buyout  funds. 
"The  existing  [buyout]  groups  will  con- 
tinue to  be  funded,  unless  they  really 
screw  up." 

Finding  places  to  invest  all  the  money 
has  kept  fund  managers  scrambling. 
Kohlberg  Kravis  Roberts  &  Co.  has 
barely  touched  a  $1.9  billion  fund  it 
raised  a  year  ago.  And  Forstmann  Little 
&  Co.  hasn't  done  a  deal  for  more  than 
a  year— it  still  has  some  $2  billion  in  un- 
used funds. 

The  problem:  With  the  stock  market 
at  such  high  levels,  most  deals  involving 
public  companies  or  their  divisions  are 
too  pricey.  When  an  attractive  private 
company  comes  up  for  sale,  there  are  so 
many  hungry  buyout  groups  on  the 
prowl  that  they  find  themselves  bidding 
against  each  other.  One  example:  the 
auction  of  U.  S.  Playing  Card  Co.  a  few 
months  back.  The  private  Cincinnati- 
based  company,  whose  Bicycle  and  Bee 
brands  dominate  American  poker  and 
bridge  tables,  elicited  more  than  two 
dozen  bids,  primarily  from  buyout  firms, 
says  one  insider.  Although  some  bidders 
thought  the  company  wasn't  worth  much 
more  than  $120  million,  it  eventually 
fetched  about  $155  million  from  a  group 
of  Cincinnati  investors  who  are  allied 
with  management. 

small  BUT  PROMISING.  Hence  the  search 
for  new  ways  to  invest.  One  twist  to 
the  traditional  financing  is  the  so-called 
leveraged  buildup.  Instead  of  paying  big 
bucks  for  a  leading  company  in  a  field,  a 
buyout  firm  acquires  or  starts  a  small 
company  and  uses  that  as  a  platform 
from  which  to  make  acquisitions.  In  the- 
ory, the  management  discipline  instilled 
by  the  buyout  firm  creates  value,  while 
the  enlarged  company  can  later 
be  taken  public  or  sold  at  a  higher 
price.  The  best-known  proponent 
of  the  technique  is  KKK,  which  is 
becoming  a  force  in  publishing 
through  K-III  Communications 
Corp.  and  has  been  gobbling  up 
upscale  golf  resorts  through  ksl 
Recreation  Corp. 

Many  buyout  firms  are  taking 
unleveraged  minority  stakes  in 
companies,  previously  anathema 
to  LBO  managers  who  felt  they 
ii ceded  a  certain  degree  oi  con- 
>!  to  exercise  the  kind  of  tight 
uipline  required  for  squeezing 


IT'S  BOOM 
TIME  AGAIN 


out  costs.  Another  strategy,  popularized 
by  Boston  financier  Thomas  H.  Lee, 
famed  for  the  Snapple  Beverage  Corp. 
deal,  is  the  so-called  growth  buyout. 
Rather  than  buy  stable  companies  in  or- 
der to  milk  their  cash  flow,  as  in  a  tradi- 
tional LBO,  Lee  tries  to  spot  promising 
companies  in  hopes  that  they  will  grow 
quickly. 

Then  there  are  players  such  as  Leon 
D.  Black's  Apollo  Advisors  LP,  best  de- 
scribed as  opportunists.  They  delve  into 
everything  from  distressed  debt  to  mi- 
nority investments  to  full-fledged  buy- 
outs. "You  have  to  be  able  to  seize  op- 
portunities as  they 
present  themselves," 
says  Philip  Pool,  a 
banker  at  Donald- 
son, Lufkin  &  Jen- 
rette  Securities 
Corp.    Pool  helps 
fund  managers 
raise  money.  "One 
strategy  could  be 
good  for  one  envi- 
ronment, but  disas- 
trous for  another." 

The  maturation  of 
the  buyout  industry 
also  has  spawned 
hordes  of  niche  play- 
ers. Los  Angeles-based  Bastion  Capital 
has  just  raised  $80  million  to  invest  in 
buyouts  of  companies  that  serve  ethnic  y  - 
minority  groups.  Boston-based  Heri-  ^ 
tage  Partners  claims  to  be  the  first 
fund  aimed  at  deals  involving  family- 
owned  companies.  And  a  host  of  groups 
have  sprung  up  trying  to  tap  into  the 
craze  for  international  investing,  especial- 
ly in  Asia. 

"It's  almost  a  gypsy-like  community," 
grouses  Leslie  A.  Bran,  head  of  Philadel- 


Even  some  industry  veterans  wor 
der  if  risks  will  rise  as  firms  delve  int 
unfamiliar  territory.  "People  labeled  LB 
experts  have  been  transmuted  int 
something  more  exotic,"  says  Tully  M 
Friedman,  a  managing  partner  at  th 
big  San  Francisco  private  equity  fin 
Hellman  &  Friedman,  which  has  Ion 
done  nonbuyout  deals.  "The  question 
whether  they  know  what  they're  doin 
in  these  exotic  areas."  Although  mo< 
investors  are  still  expecting  annual  n 
turns  of  20%,  they  could  be  in  for 
shock  if  the  innovative  strategies  thi 
are  pursued  by  the  LBO  managers  don 
work  as  planned. 
"VERY  TRICKY."  A  hare 
nosed  management  teel 
v  nique  was  the  majc 
/  edge  for  buyout  firms  i 
the  past,  says  Michac 
C.  Jensen,  a  Harvar 
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v  \  business  school  pn 
fessor  who  has  chan 
pioned  LBOs.  "If  all  they'r 
doing  is  putting  out  capita 
they  have  no  con 
parative  advantage 
he  says.  And  buyin 
growing  firms  rathe 
than  the  stable,  cash-gene 
ating  ones  usually  favore 
by  LBO  operators,  he  add 
is  very  tricky.  It's  incon 


^X^patible  with  high  debt  an 
involves  a  very  differer 
x  management  philosophy."  Still,  Jense 
remains  optimistic  that  the  best  LB 
managers  are  nimble  enough  to  mak 
the  leap. 

Pension  fund  managers  who  inve 
in  private  equity  funds  are  aware  th; 
the  business  has  become  much  toughe 
"It  certainly  puts  pressure  on  the  abil 
ty  to  find  good  transactions  and  g< 


phia-based  Hamilton  Lane  Advisors  Inc., 

which  advises  pension  funds  on  alterna-  J/\  the  kinds  of  historical  returns  we'\ 
tive  investments.  "Whatever  is  hot  \  y  seen,"  says  Russell  W.  Steenberj 


in  the  marketplace,  within  nanosec- 
onds a  number  of  people  are  parading 
through  the  door,  saying  they're  the 
best." 


LOOKING  FOR  CASH 

MONEYRAISING  CAMPAIGNS  OF  MAJOR  BUYOUT  PLAYERS 
E.M.  WARBURG,  PINCUS 
HELLMAN  &  FRIEDMAN 
MORGAN  STANLEY  CAPITAL  PARTNERS 
BLACKSTONE  GROUP 
CLAYTON,  DUBILIER  &  RICE 
THOMAS  H.  LEE 
APOLLO  ADVISORS 
CYPRESS  GROUP 

IN  MARKET  NOW 


who  manages  the  alternative  inves 
/\  ment  part  of  AT&T's  $35  billion  pei 
sion  fund.  "But  this  business 
full  of  smart,  opportunistic  ii 
vestors.  Those  who  adapt  to  tl 
market  will  do  the  best.  It 
still  a  wonderful  investmei 
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area. 

Think  of  it  this  way:  If  th 
heady  early  1980s  was  the  yout 
of  the  buyout  business,  ar 
the  wild  and  crazy  late  '8( 
was  its  adolescence,  toda 
we're  into  full-fledged  adulthoo< 
With  maturity  has  come  moi 
cash  in  the  bank,  moi 
wisdom— and  a  lot  moi 
hard  work. 

By  Mark  Mare-mo, 
in  Boston 
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Two  Strategies  for  Client/Server 
Applications  Development 

Both  in  One  Software.. .the  SAS  System 

Only  the  world's  leading  information  delivery  system  gives  you  two  proven  strategies  for  satisfying 
today's  client/server  applications  development  needs: 

Empower  Your  User  Community 


The  SAS  System  offers  a  secure 
and  manageable  environment  for 
making  enterprise  data  available  on 
demand.  And  for  turning  that  data 
into  useful  business  information  for 
strategic  decision  making. 

Through  an  intuitive,  dynamic, 
and  data-driven  interface,  even  novice 
business  users  can  handle  the  most 
sophisticated  requests  by  themselves: 
ad  hoc  queries,  reports,  business  graphs, 
forecasts,  analyses,  and  more.  By  making 
the  SAS  System  your  standard  for  end  user 
access  and  reporting,  you'll  empower  users 
to  satisfy  their  own  information  requests. 


Empower  Your  Applications  Developers 

With  more  self-reliant  end  users,  developers  are 
free  to  concentrate  on  implementing  client/ 
server  applications  critical  to  your  business. 
Here,  too,  the  SAS  System  satisfies  your  most 
demanding  requirements  by  supporting  an  iterative 
approach  to  rapid  applications  development.  Put 
strategic  business  systems  in  production  quickly... 
even  as  you  continue  to  develop  and  enhance  them. 
Object-oriented  tools  simplify  and  speed  development. 
And  support  for  multiple  client/server  models  (including 
distributing  application  logic  to  the  processor  best  equipped 
for  the  task)  provides  a  flexibility  unrivaled  by  "client  only" 
development  tools.  What's  more,  the  SAS  System's  portable 
architecture  means  applications  look  and  run  the  same  no 
matter  where  you  deploy  them,  desktop  to  data  center, 
preserving  your  applications  investment  over  the  long  haul. 

Take  a  Minute  Now  to  Take  Years  Off  Your  Development  Cycles 

With  the  SAS  System,  you'll  improve  business  processes 
rather  than  just  automating  them.  Users  become  more 
independent,  developers  more  productive,  and  applications 
more  valuable. ..today  and  tomorrow.  For  a  closer  look  at 
the  SAS  System — and  to  find  out  how  to  receive  these 
applications  development  tools  for  a  free  evaluation — just 
give  us  a  call  at  919-677-8200. 


m 


SAS  Institute  Inc. 

Sales  and  Marketing  Division 

Phone  919-677-8200  □  Fax  919-677-8123 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.  Copyright  ©  1994  by  SAS  Institute  Inc. 


BY  GENE  G.  MARCIAL 

TIME  WARNER: 
SET  TO  SPIN  OFF 
'HE  MAGAZINES? 


Time  Warner  is  back  in  the  rumor 
mill,  after  a  brief  break  from  buy- 
out stories  and  other  speculation. 
Some  investors  with  big  stakes  in  the 
media  and  entertainment  giant  believe 
a  restructuring  is  in  the  works— and 
they  suspect  it  will  involve  publishing 
operations. 

According  to  these  pros,  Time  War- 
ner discussed  selling  most  of  the  com- 
pany's magazines,  including  flagship 
Time,  with  mogul  Rupert  Murdoch  a 
few  months  ago.  The  idea  was  that 
Murdoch  might  be  interested  in  Time 
and  the  other  magazines  for  his  News 
Corp.  But  talks  with  Murdoch  didn't 
produce  agreement,  say  the  sources. 

Now,  the  buzz  is  that  management 
intends  to  sell  part  of  its  publishing 
operations  to  the  public  instead,  pos- 
sibly 40%  of  the  unit.  The  division  has 
been  a  solid  performer  for  the  compa- 
ny, and  lately  management  has  been 
reminding  analysts  of  its  hefty  gains. 

But  spokesman  Ed  Adler  says  Time 
Warner  Chairman  and  CEO  Gerald  Le- 
vin denies  "all  aspects  of  the  rumors" 
and  calls  them  "absurd."  News  Corp. 
spokesman  Bill  Sorenson  declined  com- 
ment as  a  matter  of  policy. 

One  analyst  estimates  the  Time  Inc. 
publishing  division,  including  Life,  For- 
tune, People,  and  Sports  Illustrated,  is 
worth  $4.5  billion  to  $5  billion.  He  cal- 
culates that  it  generated  pretax  and 
predepreciation  earnings  of  $425  million 
last  year.  In  1993,  the  division  account- 
ed for  22%  of  the  company's  total  rev- 
enues of  $14.5  billion. 
plateau  ahead.  Publishing  operations 
"should  remain  Time  Warner's  best- 
performing  division  over  the  near 
term,"  says  Jessica  Reif  of  Merrill 
Lynch.  She  notes  that  second-quarter 
publishing  revenues  were  $851  million, 
up  4%  from  a  year  ago.  Circulation 
rose  3%,  and  advertising  jumped  about 
'%,  with  impressive  results  coming 
m  People  and  Southern  Living. 
eif  says  Time  Warner  is  "superbly 
>ned."  But  she  sees  no  significant 
low  growth,  "because  the  com- 
3  spending  billions  of  dollars  to 
ie  its  cable  plant  and  could  spend 
million  to  $300  million  or  more 
•  elop  a  fifth  broadcast  network." 
1  company  has  repeatedly  denied 


WHY  TIME  WARNER 
NEEDS  A  BOOST 
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it  would  put  publishing  operations  on 
the  block.  It  also  rejected  stories  it 
was  thinking  about  a  merger.  Such 
tales  stemmed  from  Seagram's  acquisi- 
tion of  a  15%  stake  in  the  company. 
Seagram  President  Edgar  Bronfman 
Jr.  has  denied  any  hostile  intentions 
toward  Time  Warner.  But  it's  hard  to 
imagine  that  the  Bronfmans  are  happy 
with  how  their  investment  has  stayed 
under  water.  And  they  also  couldn't 
be  thrilled  by  the  stock's  lackluster 
performance:  from  44  a  share  in  March 
to  its  current  38. 


TRIDEX  MAY  WIN 
THE  LOTTERY  ORDER 


Tridex  is  a  little-known  company 
that  hopes  to  make  a  big  mark  in 
gambling  and  wagering.  That's 
one  reason  some  players  have  been 
placing  heavy  bets  on  its  stock,  now 
trading  at  6  a  share  on  the  A  lerican 
Stock  Exchange. 

What's  the  big  deal  about  1  idex? 
Whispers  are  that  it  will  soon  ign  a 
lucrative  contract  with  GTech  fold- 
ings, a  major  provider  of  lottery  s  vic- 
es to  government  authorities  anu  li- 
censees worldwide.  Tridex  makes 
custom  designed  dot-matrix  printers 
used  to  print  such  items  as  lottery 
tickets,  bank  statements,  and  receipts. 
Tridex  also  makes  point-of-sale  printers 
for  major  retailers. 

A  big  supplier  of  its  own  on-line  lot- 
tery terminals  to  retail  outlets,  GTech 
has  chosen  Tridex  to  produce  the  ter- 
minal printers  for  its  new  lottery  sys- 
tems under  an  exci  'sive  five-year  con- 
tract, says  one  big  nvestor.  Earlier 


this  year,  GTech  ordered  2,500  of 
Tridex'  new  printers  and  was  appar 
ently  satisfied,  says  this  pro,  who  has! 
bought  a  stake  in  Tridex.  Tridex  Chair-; 
man  and  CEO  Seth  Lukash  wouldn't 
confirm  or  deny  the  GTech  story  but! 
says:  "Tridex  has  very  good  relations 
with  GTech." 

Jack  Silver,  president  of  Silver  In 
vestment  Advisory  Research,  figure: 
that  the  GTech  agreement  will  pro 
duce  Tridex  sales  of  $40  million  to  $5C 
million  over  five  years.  Tridex  expect: 
to  boost  revenues  by  1997  to  $100  mil 
lion— up  sharply  from  last  year's  $3: 
million.  For  1994,  Silver  estimates 
Tridex  revenues  will  rise  to  $50  mil 
lion.  He  expects  Tridex,  which  earnec 
44$  a  share  last  year,  will  make  60<t 
this  year  and  95<t  in  1995,  when  he 
sees  sales  jumping  to  $70  million.  Sil 
ver  expects  the  stock  to  double  in 
year's  time. 


AN  ICEBERG  THAT 
JUST  MIGHT  SINK 


B 


ulls  and  bears  are  jousting  ovei 
Storage  Technology,  which  so  far 
has  pleased  the  bulls.  The  stocl 
is  at  36,  up  from  23  in  mid-May.  Bull; 
see  it  boiling  to  50.  No  way,  asser 
the  bears,  who  predict  it  will  plunge  t< 
15.  What's  the  big  fight  about? 

It's  mainly  about  Iceberg.  No,  that' 
nothing  to  do  with  chunks  of  glaciers 
Storage  Tech  makes  high-performanc( 
subsystems  for  storing  and  retrieving 
computer  information  on  disk  and  tape 
mainly  for  mainframe  and  midrangi 
systems.  Storage  Tech  is  countinj 
heavily  on  Iceberg— a  new  product  i 
describes  as  an  array  of  independen 
disks  designed  to  slash  the  cost  o 
managing  a  disk-storage  subsystem. 

But  Mike  Murphy,  editor  of  th 
Overpriced  Stock  Service,  believes  Stoi 
age  Tech  is  now  discounting  Iceberg  i 
a  big  way  because  of  a  rival  IBM  proc 
uct.  If  that's  so,  says  Murphy,  Stoi 
age  Tech  "will  have  a  real  profit-mai 
gin  problem." 

Another  big  bear  on  the  stoc 
agrees.  For  1994  and  1995,  he  see 
earnings  way  below  the  Street's  e? 
pectations.  For  1994,  he  expects  $1.2 
to  $1.36  a  share,  vs.  analysts'  averag 
of  $1.71.  For  1995,  this  bear  expect 
$2.50  vs.  the  Street's  $3.44  to  $4.2f 
"Price  competition  has  been  beatin 
up  the  industry,  and  Storage  Tech  : 
losing  ground  significantly,"  he  argue: 
A  spokesman  insists  that  the  compan 
hasn't  done  any  "extreme  discounting 
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One  weekend  we  cleaned  up 
over  seven  thousand  toxic  waste  sites. 


No  one  wants  a  toxic  waste  site  in  their  backyard.  The  basement  or  garage,  however, 
seems  perfectly  acceptable.  Just  count  the  toxins.  The  stripper  contains  xylene.  The  drain 
cleaner,  hydrochloric  acid.  The  pool  chemicals  have  sodium  hypochlorite. 

They're  in  your  house  and  they're  difficult  to  dispose  of.  In  fact,  every  year  untold 
millions  of  gallons  of  household  hazardous  waste  are  dumped  down  storm  sewers  leading 
directly  to  streams,  ponds,  and  wildlife.  That's  why  Chemical  Waste  Management  has  developed 
a  better  way  to  handle  it. 

Like  what  we're  doing  in  Hennepin  County,  Minnesota.  Our  specially  equipped  truck 
goes  to  different  communities  around  the  area.  Where  we  get  everything  from  corrosive  acids  to 
poisons  to  flammable  liquids. 

We're  helping  in  communities  around  the  country.  If  yours  is  one  of  them,  it  may  be  just 
the  motivation  you've  been  waiting  for  to  clean  the  basement. 

What  business  do  we  have  saying  we  help  the  environment!3  That  is  our  business. 


Chemical  Waste  Management 

A  WMX  Technologies  Company 
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COMPUTERS  I 


PDA:  PREMATURE 
HEATH  ANNOUNCEMENT 


Learning  from  Newton's  errors,  makers  pin  hopes  on  a  new  breed 


] 


emember  when  Apple  Computer 
Inc.  introduced  its  much-bally- 
.  hooed  Newton  personal  digital  as- 
sistant (PDA)  last  August  at  a  celebrity- 
studded  press  conference?  The  ex- 
citement faded  fast  in  the  face  of  the 
public  sniping,  low  sales,  and  Doones- 
bury  cartoons  that  made  Newton  out  to 
be  an  electronic  Edsel.  It  looked  like 
the  quick  end  of  a  grand  vision— that 
millions  of  people  would  rush  to 
buy  handheld  devices  that  rec- 
ognize handwriting,  send  and 
receive    messages,  place 
phone  calls,  and  do  a  little 
computing  on  the  side. 

Not  so.  Computer  mak- 
ers have  plowed  too  much 
money  and  time  into  devel- 
oping PDA  technology.  With 
Newton's  failings  to  guide 
them,  they've  gone  back  to 
the  drawing  boards. 
Now,  a  new  wave  of 
PDAs  is  coming.  It 
started  in  August 
with  BellSouth 
Corp.'s  Simon,  a  cel- 
lular phone  that  han- 
dles faxes,  electronic 
mail,  and  voice  calls. 

In     the     next  two 
months,  long-awaited  PDAs 
from  Motorola  Inc.  and  Sony 
Corp.  will  arrive.  They're  the  first 
to  use  software  from  General  Magic  Inc. 
that  should  make  second-generation  PDAs 
more  marketable.  The  Magic  Cap  operat- 
ing system  and  Telescript  communica- 
tions program  are  also  the  basis  for 
AT&T's  PersonaLink  service,  an  on-line 
network  that  can  send  a  message  to 
someone  via  phone,  pager,  or  PC.  AT&T, 
Motorola,  and  Sony  are  all  investors  in 
General  Magic,  an  Apple  spin-off. 
voting  game.  These  machines— and  Si- 
mon—emphasize communications.  Con- 
uously  absent:  the  tricky  handwrit- 
■  ognition  technology  that  tripped 
\  ton.  Instead  of  a  glorified  date 
Marketers  now  say,  what  people 
want  is  anytime,  anywhere  voice 
a  links.  "The  world  is  looking  to 
ted,"  says  Anthony  E.  Santelli, 


general  manager  of  IBM's  Power  Person- 
al Systems  Div.,  which  is  at  work  devel- 
oping a  gizmo  based  on  the  IBM-Motoro- 
la PowerPC  chip. 

No  one  is  expecting  a  mass  conver- 
sion. The  new  conventional  wisdom  has 
a  consumer  market  for  PDAs  building 
over  six  to  eight  years  instead  of  in  two 
or  three,  as  projected  when  Newton 
came  out.  Scaling  back 
earlier  estimates,  For- 
rester Research  Inc. 
says    PDA  ship- 
ments won't  begin 
to    spike  until 
1998,  when  pric- 
es  come  down 
from  the  $700  to 
$1,000  range  to 
around  $300. 
Then,  the  market 

THE  FUTURE 
OF  SMART 
DEVICES 


Plans  for 
the  next 
generation 
of  PDAs 


BELL  SOUTH  Its  new  Simon  is  a  cel- 
lular pnone  with  smarts. 

[HB  Working  on  a  phone  with 
computing  capabilities,  plus  a  pen- 
based  tablet  PC.  Both  use  its  Persona- 
Link  wireless  messaging  service. 
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SONY  Readying  a  product  based 
on  Magic  Cap  operating  software  by 
General  Magic. 

MOTOROLA  Using  Magic  Cap  in  its 
Envoy  due  this  fall.  Communicates 
over  Motorola's  Ardis  network. 

APPLE  New  Newtons  target  specific 
markets  such  as  health  care.  Also 
developing  new  operating  system. 


researcher  predicts,  sales  could  hit  2A 
million  units.  In  the  meantime,  manu 
facturers  are  carefully  aiming  at  well; 
heeled  traveling  executives  or  specific 
vertical  markets,  such  as  hospitals  ol 
claims  adjusters. 

The  PDA  world  could  certainly  use 
little  realism.  Apple,  after  selling  onl 
some  80,000  to  90,000  Newtons  in 
year,  laid  off  20%  of  the  workers  in  it; 
Personal  Interactive  Electronics  Div, 
which  makes  Newtons.  Eo  Inc.,  a  start 
up  partly  owned  by  AT&T,  sold  fewe: 
than  10,000  PDAs  in  a  year  and  was  sh 
down  in  July.  Intel  Corp.  just  ended 
deal  with  VLSI  Technology  to  develop 
PDA  chip  set.  Compaq  Computer  Cor 
canned  its  Mobile  Companion  on  the  ev 
of  shipment:  The  Newton  debacle  co: 
vinced  the  PC  maker  to  start  over. 
promising  software.  Simon  is  bein, 
hailed  by  consultants  as  the  first  step  i 
reviving  the  market.  The  18-ounce  d< 
vice,  designed  and  built  for  BellSout 
by  IBM,  has  a  liquid  crystal  display  witl 
a  keypad  and  touch  screen.  Owners  caij 
send  E-mail  and  faxes  over  the  Bel 
South  cellular  network  by  touching  th 
keypad  and  icon-driven  menus.  Or  the; 
can  scribble  notes  with  "digital  ink,"  b 
the  computer  doesn't  try  to  deciphe 
them.  Analysts  say  its  communication  ™ 
capabilities  are  a  huge  step  forward. 

Simon  isn't  nirvana,  though.  The  lis 
price,  for  one  thing,  is  high— $899  fopiou 
subscribers  to  Atlanta-based  BellSout 
Cellular,  $1,099  for  nonsubscribers.  An< 
there  aren't  many  applications  availabl|li^ 
for  its  proprietary  operating  system. 

More  promising  could  be  the  spate  cliiv 
products  based  on  Magic  Cap.  The  sof1 
ware  is  meant  to  work  on  everythin 
from  PDAs  to  PCs  to  cable-TV  boxes 
Magic  Cap  is  almost  a  year  late,  bv 
General  Magic  President  Marc  Pora 
says  a  finished  version  has  been  shippe: 
to  Sony,  Motorola,  and  AT&T.  Consu 
tants  and  executives  who  have  seen 
give  General  Magic  software  high  mark; 
"The  underlying  technology  is  really  ei 
ceptional,"  says  Timothy  Bajarin,  pres 
dent  of  market  researcher  Creativ 
Strategies  International.  An  industr 
executive  notes:  "Everyone  in  the  ir 
dustry  is  at  least  looking  at  it." 

The  first  test  of  Magic  Cap  will  com 
in  September.  That's  when  Sony  plari 
to  bring  out  a  sub-$  1,000  device  usin 
the  software.  It  can  send  and  receiv 
faxes  and  tap  into  PersonaLink  service 
such  as  on-line  investing,  shopping,  an 
the  booking  of  airline  tickets. 

The  kind  of  consumer  who  needs  t 
trade  stocks  from  virtually  anywher 
may  not  care  about  costs.  But  cellula 
phone  rates  are  pricey  for  data.  To  ci 
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>N  IS  EASY  TO 
BUT  EXPENSIVE 


he  cost,  Motorola's  Envoy  PDA  will  use 
he  company's  Ardis  radio  paging  ser- 
ice  initially.  The  trade-off:  no  voice. 

The  FDA  market  could  get  a  big  boost 
•om  the  new  wireless  technology  called 
'ersonal  Communications  Services  (PCS), 
lasically  a  low-range  cellular  service  for 
oice  and  data,  PCS  promises  low  trans- 
mission costs,  broad 
coverage,  and  cheap 
receivers— but  not 
for  at  least  a  year. 

Meanwhile,  even 
the  companies  that 
looked  like  they 
were  retreating  are 
preparing  second 
acts.  Intel  says  it's 
developing  special 
versions  of  its  486 
microprocessor  for 
PDAs.  Apple  is  re- 
writing the  Newton 
operating  system 
with  improved  com- 
munications functions 
and  still  holds  out 
hope  for  a  huge 
consumer  market- 
someday.  "We're  go- 
ing to  just  keep 
plugging  away,"  says 
Apple  fellow  Steve 
Capps.  "Windows 
didn't  hit  its  stride 
for  eight  years." 
A  big  push  could  come  precisely  from 
indows.  Microsoft  Corp.  is  pressing 
ead  with  WinPad,  a  PDA  operating 
stem  that  promises  smooth  links  to 
llions  of  desktop  PCs  running  Win- 
ws.  But  WinPad  is  taking  a  lot  longer 
in  expected,  and  some  software  devel- 
ers  say  it  won't  be  ready  until  next 
ly.  Microsoft  reports  Compaq,  Motoro- 
Toshiba,  Sharp,  NEC,  Zenith,  and  Oli- 
tti  have  all  signed  up  to  use  the  sys- 
n  in  future  handhelds.  But  the 
tware  giant  is  taking  a  cautious  ap- 
)ach:  "This  is  not  viewed  as  a  consu- 
t  product,"  says  David  D.  Britton, 
crosoft's  group  product  manager  for 
idheld  systems.  "Handhelds  are  for 
es  people,  traveling  executives,  and 
entory-management  professionals." 
Underestimating  the  market's  poten- 
I  could  be  as  much  of  a  gaffe  as  Ap- 
's  initial  overhype.  "The  people  who 
>ply  technology  can  neither  predict 
•  control  how  it  will  be  used,"  says 
•hard  J.  Rosen,  president  of  New 
•k-based  software  developer  Logicom 
.  "No  one  could  have  predicted  that 
PC  would  create  a  huge  desktop  pub- 
ling  industry.  The  same  holds  true 
PDAs."  Perhaps.  But  that's  a  vision 
t  is  still  several  years  down  the  road. 
ly  Catherine  Arnst,  with  Amy  Cor- 
t  in  New  York  and  bureau  reports 
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Pie  25th  Anniversary  Diamond  Necklace. 


Diamond  center  stone  of  2.00  carats. 

For  the jeweler  nearest  you  call  1-800-282-6644. 


A  diamond  is  forever. 


Save  Up  To  70%  On 
Life  Insurance. 


VtATION  PROCESSING 


SHOP  AND  COMPARE 

Super  Select  Monthly  Premiums: 
Years  1-10  Male  Preferred  Non-Smoker 

Age  $100,000  $250.000  $500.000 

35  $  13.12  $  22.96  $  39.37 

45  $  20.38  $  41.12  $  75.68 

55  $  39  28  $  88  37  $170.18 


If  you're  65  or  under,  in 
good  health  and  a  non- 
smoker  you  may  qualify  for 
our  10  year  Super  Select 
Term  Life  Insurance.  We 
offer  a  guaranteed  level  premium  for  ten  years,  a  free  no 
hassle,  no-obligation  quote  and  the  security  of  a  company 
rated  "excellent"  for  financial  strength.  Call  us  today  and 
see  how  you  may  save  up  ZURICH  DIRECT 

to  70%  on  your  life  insurance.  800-370-0549 


Zurich  Direct  Insurance  Agency.  Super  Select  Term  policies  are  issued  by  Zurich  Life  Insurance  Company  of  America, 
Schaumburg,  Illinois.  Ratings:  A.M.  Best  A,  Standard  &  Poor's  AA-.  Moody's  Aa3.  Available  in  most  states.  Policy 
Form  #  L3  10458-A.  70%  savings  based  on  comparison  to  leading  life  insurance  companies.  L6-10707  A     025  5 
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TELECOMMUNICATIONS  I 


DANGEROUS  LIVING 
TELECOM'S  TOP  TIER 


Now  LDDS  is  a  big-leaguer — and  looking  good  to  other  predators 


B 


y  finally  capturing  long-distance 
transmission  company  WilTel  after 
three  months  of  negotiations, 
LDDS  Communications  Inc.  has  opened 
the  door  to  new  speculation.  It  could 
continue  growing  and  vie  with  Sprint 
and  MCI  for  the  share  of  the  long-dis- 
tance market  that  dominant  AT&T  does- 
n't control.  Or  it  can  wait  for  a  Baby 
Bell  to  gobble  it  up  when  Congress 
clears  the  way  for  them  to  compete  in 
the  long-distance  business.  Sprint,  MCI, 
or  even  an  information-services  company 
such  as  Electronic  Data  Systems  Corp. 
also  might  be  potential  LDDS  acquirers. 

Interesting  possibilities,  all.  But  in 
the  interim,  the  long-distance  operator, 
based  in  Jackson,  Miss.,  has  some  is- 
sues to  deal  with  in  the  here  and  now. 
The  $2.5  billion  cash  purchase  of  Wil- 
Tel, announced  on  Aug.  22,  comes  fresh 
on  the  heels  of  the  signing  of  a  definitive 
agreement  on  Aug.  1  to  acquire  interna- 
tional telecommunications  player  IDB 
Communications  Group  Inc.  in  a  S700 
million  stock  swap.  If  the  deals  come 
off,  the  combined  companies  will  have 
revenues  of  more  than 
$3  billion. 

But  LDDS  will  still  only 
be  the  No.  4  long-dis- 
tance player,  with  a 
scant  3%  of  the  market. 
And  LDDS  Chief  Execu- 
tive Bernard  J.  Ebbers 
must  prove  that  he  can 
pull  together  the  three 
operations  under  intense 
competitive  pressure. 
"Can  we  handle  it?"  asks 
Ebbers.  "I  guess  that  re- 
mains to  be  seen." 

OVERSEAS  CONNECTION. 

Ebbers,  of  course,  sees  the  deal  as  a 
golden  opportunity.  Until  now,  LDDS  has 
leased  phone  lines  from  larger  rivals. 
Gaining  access  to  Tulsa-based  WilTel's 
11,000-mile  network,  Ebbers  figures,  will 
cut  leasing  costs  that  would  have  topped 
S140  million  next  year.  And,  he  says,  it 
will  enable  LDDS  to  add  new  customers 
without  adding  leasing  costs.  WilTel, 
moreover,  generates  handsome  profits: 
Mabon  Securities  Corp.  expects  earn- 
ings of  $110  million  this  year  on  reve- 


HOW  TO  HIT 
A  TRIPLE 


LDDS  ANNUAL 

REVENUES 
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WILTEL  IN  TULSA:  THE  $2.5  BILLION  PURCHASE 
ALLOWS  LDDS  TO  OWN  TRANSMISSION  LINES 
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A  BILLIONS  OF  DOLLARS 
ESTIMATE  OF  1994  REVENUE  INCLUDES  WILTEl  AND  108 
DATA:  COMPANY  REPORTS,  WHEAT  FIRST  BUTCHER 
SINGER  ESTIMATE 


nues  approaching  SI  bil- 
lion. That,  and  no  WilTel 
debt,  convinced  bankers 
to  lend  Ebbers  the  en- 
tire purchase  amount  and 
roll  ldds's  remaining 
debt  into  a  new  S3.2  bil- 
lion loan. 

The  other  big  advan- 
tage of  the  deal:  it  may 
LDDS  to  go  after  the  lucra- 
WilTel's  national 


finally  allow 
tive  business  market, 
system  is  all  digital,  which  Ebbers  hopes 
to  market  as  a  big  advantage  over  ri- 
vals. And  IDB  will  dramatically  increase 
LDDs's  international  business,  which  cur- 
rently amounts  to  only  about  4%  of 
sales. 

There's  plenty  of  room  for  second- 
guessing  the  WilTel  deal.  After  initially 
bidding  $2  billion  for  the  company  in 
May,  Ebbers  raised  the  offer  to  S2.5  bil- 


lion to  lure  a  reluctant  Keith  E.  Baile 
CEO  of  parent  Williams  Cos.,  into  th 
deal.  The  final  tab:  a  hefty  17  time 
earnings.  "Williams  got  a  very  attractiv 
price,"  says  Robert  L.  Christensen  Jr. 
Mabon  Securities.  Adds  Bailey:  "No 
it's  up  to  them  to  prove  the  price  the 
paid  was  worth  it." 

That  may  be  hard  to  do.  Because  of 
glut  in  fiber-optic-cable  capacity,  it  ms 
not  pay  to  own  a  network  at  this  poin 
Since  1989,  the  price 
for  leased-cable  rate 
have  dropped  some  80° 
Gerald  Taylor,  presidei 
of  MCI  Communicatioi 
Corp.,  figures  that  in 
day's  telecom  market, 
long-distance  operate 
can  do  just  as  well  lea 
ing  as  owning  when  tl 
costs  of  depreciatit 
equipment  are  factory 
in.  "This  move  doesr 
buy  him  efficiencies  i 
intelligence  [advance 
network  manageme: 
features],"  says  Tayk 
"What  he  does  get  is 
company  with  significaj 
market  share." 

AUCTION  TIME?  Th' 

says  Taylor,  suddenl 
makes  ldds  a  far  mol 
attractive  takeover  ca 
didate.  He  figures  tl 
the  best  fit  could 
with  a  computer-servj 
es  company.  With 

ng-distance  arm,  sul 
a  company  could  s\ 
comprehensive  infor 
tion-network  "solutior 
to  corporations.  "I  th\\ 
they  would  be  great 
EDS.  IBM  needs  one,  too,"  says  Taylo^ 
So  far,  ldds's  competitors  are  hare 
shaken.  "This  doesn't  change  the  indt 
try  equation,"  says  Sprint  spokeswoml 
Susan  Kraus,  who  declines  to  comme| 
on  the  possibility  of  a  Sprint  takeovi 
But  there  is  another  factor  that  coui 
Some  investors  expect  dealmaker  Jol 
W.  Kluge,  who  controls  a  20%  sta| 
through  his  Metromedia  Co.,  to  push 
a  sale  of  ldds  to  a  competitor.  Par 
because  of  the  takeover  talk,  ld| 
shares  have  bounced  back  to  aroul 
S24,  up  from  S14  after  a  disappointil 
first-quarter  earnings  report.  But  if  tl 
WilTel  merger  and  the  IDB  deal  wel 
out  the  way  Ebbers  hopes,  it  might  pi 
to  bet  on  the  long-range  prospects  [ 
ldds  as  a  scrappy  No.  4  in  the  long- 
tance  race. 

By  David  Greising  in  Atlanta,  wf 
Peter  Burrows  in  Dallas 
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The  best  of  both 


heaven 


earth 


vestin  premier  privileges]  We  wouldn't  think  of  forcing  you  to  choose  (as  others  do) 
tween  airline  miles  and  hotel  points.  As  far  as  we're  concerned,  you  deserve  to  earn  them  both. 
^uervatuiu  or  more  information  on  the  Wedtin  Premier  program,  call  your  travel  consultant  or  (800)228-  WO. 


GET  TESTED  AND  GET  EARLY  TREATMENT  FOR  HIV 


2-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


NDAIION     1993       PHOTOGRAPHED    BY     ANNIE  LEIBOVITZ 


SAN     FRANCISCO  AID' 


MICHAEL  30  years  old.  Captain,  U  S 
Air  Force  and  Veteran  of  the  Gulf  War 
Michael  learned  he  was  HIV-positive 
two  years  ago 

CAROL  30  years  old,  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
for  several  years,  she  was  diagnosed  with 
AIDS  two  years  ago  Carol  and  Michael 
plan  to  renew  (heir  wedding  vows  on 
their  10th  Anniversary 


II  NCA 


^1 


"The  quality  of  mercy  is  not  strain'd, 
It  droppeth  as  the  gentle  rain  from  heaven 
Upon  the  place  beneath.  It  is  twice  bless'd: 
It  blesseth  him  that  gives  and  him  that  takes." 

—William  Shakespeare 
The  Merchant  of  Venice 
-Act  IV,  Sc.  1 


ore  than  160  corporations  have  invested  over  $5  million  in  regional  theatre  through  the 
National  Corporate  Theatre  Fund.  Together,  they  help  support  one  of  America's  most  vital  and 
valued  cultural  resources  —  nonprofit  professional  theatre. 

Learn  how  your  corporation  can  help  insure  the  continued  vitality  of  the  regional  theatre  movement. 
You'll  be  in  good  company.  Two  million  theatregoers  support  these  theatres  and  recognize  the  corporate 
sponsors  who  have  demonstrated  their  commitment  to  our  nonprofit  professional  theatres. 

Contact  Michael  Wall,  Executive  Director,  National  Corporate  Theatre  Fund, 

32  Avenue  of  the  Americas,  Suite  2000,  New  York,  NY  10013.  Telephone  (212)  387-5115. 


National  Corporate  Theatre  Rjnd 


Actors  Theatre  of  Louisville  •  American  Conservatory  Theater,  San  Francisco  •  American  Repertory  Theatre,  Cambridge  • 
The  Cleveland  Play  House  •  Goodman  Theatre,  Chicago  •  Guthrie  Theater.  Minneapolis  •  Long  Wharf  Theatre,  New  Haven 
Old  Globe  Theatre,  San  Diego  •  Seattle  Repertory  Theatre  •  Trinity  Repertory  Company,  Providence 


90C-NCA 


WE    FLY  THE  WORLD 


4t  To  over  90  destinations  worldwide,  Malaysia 
Airlines  is  the  premier  choice. 

Spanning  the  skies  over  6  continents,  in  some 
of  today's  most  advanced  aircraft. 

Including  the  latest  747-400s  and  the  largest 
fleet  of  737-400S  outside  the  USA. 

You'll  experience  service  rated  among  the 
world's  ten  best  for  long  haul. 


And  the  finest  I i  r s t  class  in  a  survey  of  31 
international  airlines. 

Small  surprise,  we  fly  more  people  than  any 
other  airline  from  Southeast  Asia. 

In  making  travel  a  pleasure  for  you,  the  sky's 
the  limit  lor  Malaysia  Airlines. 

Across  6  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 


Malaysia  Airlines  is  a  member  of  Continental  One  Pass    For  reservations  and  informaiion,  call  your  favorite  travel  agent  or  Malaysia  Airlines  toll  Iree  :  800-42  1  864  1 


Gain 

Practical 
Solutions 
to  Today's 
Business 
Challenges 


Business  Week  is  proud  to  present  an  on-the-road  series  of 
seminars  for  senior-level  executives  who  want  to  learn  how 
to  achieve  high  performance  by  linking  technology  to  their 
business  visions. 

The  1994  Business  Roundtables: 

Meeting  the  Business  Performance  Challenge 

This  engaging  series  brings  attendees  face-to-face  with  key  business 
leaders  and  polifical  figures  in  their  regions.  Learn  how  technology 
can  improve  company  performance  in  sales,  marketing,  finance, 
and  customer  management  and  how  specific  regional  factors  can 
influence  your  business  strategies.  The  roundtables  will  be  held 
at  the  following  locations  across  the  country: 


Sprint  . 
Business  Solutions 


Detroit -September  19. 1994 

Omni  International  Hotel 
Featuring:  Mayor  Dennis  Archer 

Denver  -  September  21. 1994 

Loews  Giorgio  Hotel 
Featuring:  Mayor  Wellington  Webb 

Houston  -  September  23.1994 

The  Houstonian  Hotel 
Featuring:  Mayor  Bob  Lanier 

Boston  -  October  24.1994 

The  Copley  Plaza 

Featuring:  Mayor  Thomas  Menino 

Don't  miss  this  opportunity  to  make  important  connections  with 
influential  executives  and  political  leaders  in  your  region,  while 
gaining  practical  solutions  to  today's  business  challenges. 


Philadelphia  -  October  26.1994 

The  Rittenhouse 

Featuring:  Mayor  Edward  Rendell 

Atlanta  -  October  28.1994 

Stouffer  Wav'erly  Hotel 
Featuring:  Mayor  William  Campbell 

San  Diego -November  10. 1994 

La  Costa  Resort  &  Spa 
Featuring:  Mayor  Susan  Golding 


ro  register  for  these  Business  Week  Roundtables,  call  the 
iusiness  Week  registrar:  for  Detroit,  Houston,  Philadelphia, 
r  San  Diego  -  (800)  265-4314,  for  Denver,  Boston, 
r  Atlanta  -  (800)  265-4316;  fax  your  response  to 
212)  512-6281,  or  mail  this  coupon  to: 

\nn  McKenna 

•usiness  Week 

.xecutive  Programs 

221  Avenue  of  the  Americas,  36th  floor 

Jew  York,  NY  10020 


Executive 
programs 


Name 

Title 

Company 

A  D  r>  R  r  s  s 

C 1 1  v 

State  Zip 

Telephone 

Facsimile 

The  Roundtable 

I  wish  to  attend  is  being  held  in:  (please  check  one) 

□  Atlanta 

□  Boston                □  Denver              □  Detroit 

pynght  1994  McGraw-Hill.  Inc. 


□  Houston 


□  Philadelphia 


□  San  Diego 
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TELECOMMUNICATIONS  I 


SPAIN'S  PHONE  GIANT  HAS 
LATIN  AMERICA  BUZZING 


Telefonica's  success  there  could  make  it  a  major  global  player 


Telefonica  de  Espafia  is  determined 
to  be  a  global  player  in  telecommu- 
nications—and the  cost  be  hanged. 
That's  why,  when  the  Spanish  telephone 
company  sought  a  stake  in  Peru's  tele- 
phone operator  in  January,  it  blew  away 
rivals  with  a  bid  of  $2.02  billion,  more 
than  double  the  next  highest  offer.  Peru 
is  now  part  of  an  estimated  $5  billion 
worth  of  Telefonica  holdings  in  Latin 
America— the  fastest-growing  region  of 
the  world  after  Asia.  The  company  even 
has  a  beachhead  in  the  U.  S.  with  its 
79%  stake  in  Puerto  Rico's  long-dis- 
tance carrier  TLD. 

Suddenly,  the  $10  billion  public 
carrier  is  being  hailed  as  a  vision- 
ary—a huge  change  for  what  had 
not  long  ago  been  one  of  the  least 
esteemed  of  European  carriers.  As 
William  Coleman,  an  analyst  with 
James  Capel  in  London,  notes, 
"Telefonica  has  one  of  the  most  at- 
tractive, if  not  the  most  attractive, 
portfolio  investments  in  telecommu- 
nications in  the  world." 

Ask  GTE  Corp.  or  AT&T.  They're 
among  those  sparring  to  pay  an  es- 
timated $1.6  billion  for  a  25%-to- 
35%  stake  in  Telefonica  Internacion- 
al  (Tisa),  the  subsidiary  through 
which  Telefonica  has  been  making 
its  bold  moves.  Insiders  at  Telefoni- 
ca say  GTE  has  the  edge  and  is  close 
to  clinching  an  agreement,  but  AT&T 
or  others  could  still  join.  "Our  only 
condition  is  to  keep  a  majority 
stake,"  says  Telefonica  Internacional 
CEO  Ignacio  Santillana.  GTE  and 
AT&T  will  say  only  that  they  are 
talking  to  Telefonica  on  a  range  of 
issues. 

exploding  demand.  Much  of  Tele- 
fonica's new  luster  comes  from  its 
moves  in  Latin  America.  In  1988, 
when  political  instability  kept 
North  American  rivals  on  the  side- 
lines, Tisa  pounced.  Now,  demand 
for  phone  service  is  exploding, 
making  Telefonica's  $3.5  billion  in- 
vestment look  like  a  coup.  "They 
have  turned  huge  money-losers  to 
profit  in  a  very  short  time,"  says 
Joshua  Levenberg,  an  analyst  at 
Pyramid  Research  Inc.  in  Cam- 
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bridge,  Mass.  Tisa's  first-quarter  profits 
this  year  rose  89%,  to  $30  million,  and 
analysts  are  forecasting  profit  growth  of 
20%  a  year  well  into  the  next  decade. 
"You're  not  buying  a  Peruvian  tele- 
phone company  for  the  business  it  has 
today.  You're  buying  it  for  the  business 
it  will  have  by  2001,"  adds  Tom  Will, 
president  of  Miami-based  consultancy 
Intercom  Corp. 

The  potential  alliance  between  Tele- 
fonica and  GTE,  the  world's  fourth-larg- 
est phone  operator,  also  could  be  a  coup. 


TELEFONICA  DE  ESPANA 
EXTENDS  ITS  REACH 

nrn  1 1  $2.02  billion  bid  for  85%  stoke  in 
T  LI\U  ENTEL  and  CPT,  the  Peruvian  national 
phone  operators. 

DMCDTA  D I C(\  Po\6  $1 42  million  for  a 
lUtKIU  KKU  79%  stake  in  TLD,  the 
long-distance  operator,  gaining  it  a  possible  en- 
try point  into  the  U.S.  market. 

Tl-1 1 1  C  °wns  43  7%  stake  in  CTC,  operator 
Lll  I LC  of  95%  of  local  networks  and  30%  of 
ENTEL-Chile,  the  main  long-distance  operator. 

ADPCMTIMA  Leads  a  consortium  that 
A  KU  tIM  I  I  N  A  owns  a  60%  stake  in 
TASA,  one  of  two  common  carriers. 

\/CMC7MCI  A  Owns  16%  of  a  consortium 
V  til  LLUlLA  that  has  a  40%  controlling 
stake  in  the  CANTV,  a  phone  operator. 

1 1 P 1 1 P 1 1  AY  Has  1  ®°/o  sta'ce  in  tne  ce"u'ar 
UivUUUMi   operator  Teco  Tasa  as  part  of 

a  consortium  led  by  TASA. 

DATA:  PYRAMID  RESEARCH  LATIN  AMERICA 


In  the  next  five  years,  GTE  wants  < 
double  the  11%  of  its  sales  generate, 
outside  the  U.  S.  Telefonica,  in  tur | 
would  extend  its  reach  in  Latin  Amei 
ca,  thanks  to  GTE's  controlling  positi(. 
in  Venezuelan  phone  operator  CANnf 
and  mobile  licenses  in  Argentina.  Tljs 
link  would  also  bring  Telefonica  fre:j[ 
capital  and  innovative  technology,  "Wi 
need  a  partner  to  help  confront  comp> 
tition  in  new  technologies,"  says  Santj-- 
lana.  The  two  companies  would  also  fe 
a  powerful  team  for  bidding  in  Braz;, 
the  "largest  opportunity  on  the  hoi| 
zon,"  according  to  GTE  Vice-Chairma 
Michael  T.  Masin. 

AT&T  could  benefit  from  a  GTE-Tel- 
fonica  link,  too.  Telefonica  has  a  2q 
stake  in  Unisource,  a  Dutch-Swiss-Swef' 
ish  network  consortium  that  caters  I 
multinationals.  Unisource,  in  turn,  hasjr. 
stake  in  WorldSource,  AT&T's  netwof: 
consortium  for  multinationals.  Wrap  II 
gether  a  Unisource- AT&T-Telefonica-G'l 
partnership,  and  there's  potential  for  I 
unmatched  globe- spanning  teIeco:sji 
munications  network. 
deadline  rush.  For  now,  Tisa  hi 
plenty  on  its  plate.  Having  won  t| 
Peru  bid,  Santillana  is  looking  i| 
ways  to  refinance  $1  billion  I 
bridge  loans.  And  Telefonica  is  gl 
ting  ready  for  big  changes  in  | 
home  market— one  of  the  most  pil 
tected  in  Europe.  In  June,  Spanil 
officials  announced  that  they  n(T 
would  be  willing  to  meet  the  19 
European  Union  deadline  for  alloj 
ing  competition  in  phone  servi 
even  though  Spain,  along  with  I 
land  and  Greece,  won  the  Europe! 
Union's  permission  last  year  to 
tain  its  monopoly  until  2003.  Te) 
fonica  Chairman  Candido  Valazqi 
says  he  is  prepared  to  sacrifice 
phone  monopoly  in  exchange  for 
ing  allowed  to  enter  new  busine 
es,  particularly  cable  TV. 

New  business  will  require  so: 
fresh  capital,  as  will  Telefonic! 
overseas  buying  spree,  which 
continued  recently  with  La 
American  cable-TV  deals.  So  an 
ance  with  a  deep-pocketed  partu 
would  be  particularly  timely.  San$ 
lana  says  that  he  isn't  worri!}1 
though.  The  big  U.  S.  phone  com^ 
nies  gave  him  the  cold  should! 
four  years  ago  when  he  wanld 
them  to  join  in  his  Latin  Ameri<jf 
push.  But  this  time,  he  notes  wi 
satisfaction,  it's  his  turn  to  km 
would-be  allies  waiting  for  thllj 
phones  to  ring. 

By  Gail  Edmondson  in  Paris,  vft 
Tim  Smart  in  Stamford,  Conn.,  (d 
bureau  reports 
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The  Cake 


When  it  Comes 
to  International  Coverage, 
Business  Week  Takes  it. 

It's  only  fitting  that  Business  Week's  65th  Anniversary  will  be  a  worldwide 

Issue  Date: 

celebration.  Because  Business  Week  has  a  very  real  commitment  to  covering        October  17,  1994 
international  news.  That  means  more  bureaus,  more  editors  and  more  corre- 
spondents in  more  foreign  cities  than  any  other  business  magazine.  Period.    ANNI  VERSARY 

Issue 

Savvy  advertisers  will  want  to  make  their  own  commitment  to  be  in  the 

65th  Anniversary  Issue.  Because  when  Business  Week  talks  global,  7  million  Closing  Date: 

'  to  September  12, 1994 

readers  take  notice.  Get  into  the  65th.  And  celebrate. 

For  advertising  information  call  David  Ferm,  Publisher,  at  212-512-4593 


BusinessWeek 


Beyond  news.  Intelligence. 


M993  Anderser,  Consulting  All  rights  reserved. 


Why  settle  for  one  good  year? 


Six  glasses,  a  toast  or  two  and 
even  the  most  excellent  year 
is  history.  Whether  it  came  in  a 
bottle  or  on  a  balance  sheet. 

Unless,  that  is,  you  have  put 


into  place  an  approach  that 
can  keep  delivering  vintage 
year  after  vintage  year.  An 
approach  that  yields  rooted 
long-term  capabilities,  not 


just  fleeting  short-term  resit 
At  Andersen  Consulting,  ar 
goal  is  to  give  your  enterprie 
the  capacity  to  keep  adaptig 
and  improving  indefinitely. ) 


I  complish  this,  we  can  help 
i  u  create  an  optimal  blending 
i  all  your  organization's  vital 
\  sources:  strategy,  technology, 
\\  siness  processes  and  people. 


Because  when  all  of  these 
components  work  together, 
you  can  be  sipping  success  in 
the  present,  while  your  future 
is  ripening  on  the  vine. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


orts  Business 


MARKETING  I 


A  SPORTS  MARKETER 
WITH  A  MEAN  CURVE 


In  a  rapidly  growing  field,  Clarion  is  No.  2  and  trying  harder 


After  Sprint  Corp.  paid  $20  million 
in  sponsorship  fees  for  the  1994 
World  Cup,  Mike  Golf  needed 
help.  As  director  of  corporate  sponsor- 
ships, Goff  wanted  Sprint  to  get  its  mon- 
ey's worth.  So  for  a  flat  fee,  he  hired  a 
sports-marketing  firm,  Clarion  Perfor- 
mance Properties  in  Greenwich,  Conn., 
to  come  up  with  ideas. 

The  result:  long-distance  calling 
cards  picturing  soccer  stars,  a  geogra- 
phy program  for  Latin  American 
schools  tied  to  game  results,  and  dis- 
counts on  long-distance  calls  for  soc- 
cer-related businesses.  Plus,  Sprint 
agreed  to  pay  a  percentage  of  soc- 
cer-related long-distance  bills  to  local 
soccer  groups.  And  every  World  Cup 
fax  or  phone  call  went  through  Sprint. 
A  preliminary  analysis  of  how  much 
business  the  programs  produced,  Goff 
says,  is  "frankly,  stunning.  We  owe  a 
lot  of  our  success  to  Clarion." 

Sports  marketers  help  corporations 
sponsor  everything  from  rodeos  to 
the  Olympics,  and  Sprint's  success 
isn't  rare.  National  Association  for 
Stock  Car  Auto  Racing  (NASCAR)  spon- 
sors see  as  much  as  a  1,000%  return 
on  their  money  in  increased  sales  and 
brand  recognition,  says  a  study  by  a 
group  of  Wake  Forest  University  MBA 
students.  Valvoline  Inc.  pays  about 
$3.5  million  yearly  in  nascar  sponsor- 
ships but  gets  $22.4  million  in  sales  and 
exposure  in  return,  the  group  figured, 
assessing  value  to  such  factors  as  the 
number  of  minutes  the  Valvoline  name  is 
on  TV  screens  during  races. 

The  sports-marketing  business  is  see- 
ing phenomenal  growth:  Companies  paid 
$2.4  billion  last  year  in 
sports-related  ventures, 
up  15%  from  1992,  mostly 
filtered  through  sports 
marketers.  But  Clarion  is 
becoming  a  particularly 
heavy  hitter.  For  India- 
napolis Motor  Speedway, 
Clarion  negotiated  $22.5 
million  worth  of  contracts 
with  Budweiser,  Chevro- 
let, Delco  Electronics, 
Pennzoil,  and  General  Mo- 


tors Service  Parts  Operations  to  sponsor 
the  Brickyard  400,  nascar's  successful 
debut  for  stock  cars  at  the  once-exclu- 
sive home  of  the  Indy  500. 

Clarion  was  recently  picked  by  H. 
Wayne  Huizenga's  Blockbuster  Enter- 
tainment Corp.  to  combine  promos  for 
video-rental  customers  and  fans  of  his 


FORMER  P&G  TEAMMATES  KANE  AND  NIEROTH 


Miami  Dolphins  football  team,  Florida 
Panthers  hockey  team,  and  Florida  Mar- 
lins baseball  club.  For  example,  custom- 
ers of  South  Florida  Blockbuster  stores 
who  rented  three  videos  this  summer 
got  a  pass  to  a  Marlins  game. 

Clarion  also  controls  marketing  for 
National  Football  League  Properties  Inc., 
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BLOCKBUSTER  To  leverage  video-game  rentals,  the  fastest-growing 
segment  of  Blockbuster's  business,  Clarion  developed  a  world  video- 
game championship  that  was  held  on  Aug.  21  in  Fort  Lauderdale,  Fla. 

NFL  PROPERTIES  Clarion  has  helped  expand  golf  outings  involving 
NFL  stars  and  golf  pros  to  four  events  per  year. 

GILLETTE  Clarion  thought  of  having  a  fan  shoot  a  three-pointer  for 
$1  million  at  the  NCAA  Final  Four.  A  $1  million  World  Cup  soccer 
kick  contest  was  a  natural. 


the  $2.5  billion  merchandise-marketing! 
arm  of  pro  football.  When  Clarion  tooll 
over  in  1987,  the  average  price  paid  by  cl 
company  wanting  to  become  an  NFll 
sponsor— the  "official"  soft  drink,  oil 
whatever- was  $500,000.  Now,  it's  $1( 
million.  Clarion's  "position  and  ability  t< 
execute  their  plans  has  made  them  quit 
successful,"  says  Alan  Friedman,  editoi 
of  Team  Marketing  Report,  an  industry 
newsletter. 

Credit  Alex  Nieroth  and  Gordon  H 
Kane,  two  former  Procter  &  GambL 
Co.  brand  managers  who  run  Clarion, 
division  of  New  York  ad  agency  D'Arcj^ 
Masius,  Benton  &  Bowles  Inc.,  whicl 
bought  it  in  1989.  Sports  marketing  one 
meant  hanging  banners  in  stadiums,  an] 
even  now,  it's  often  little  more.  But  Nid 
roth  and  Kane  take  a  strategic,  brand] 
development  approach  they  learne* 
in  their  P&G  days.  Kane,  36,  says  tha 
too  often  businesses  sponsor  sport 
for  the  wrong  reasons.  In  the  pasl 
this  sometimes  happened  because 
CEO  or  CFO  "had  a  great  affinity  fo 
the  sport." 

HIGHER  PROFILE.  That's  changing 
thanks  to  sports  marketers  that  sho^ 
companies  how  to  use  sports  to  gra 
potential  customers'  attention.  Clev< 
land-based  International  Managemer 
Group  (IMG),  which  also  represent 
athletes  and  owns  sporting  event; 
dominates  the  field  and  is  Clarion 
biggest  competitor.  Other  rivals  ii 
elude  Stamford  (Conn.)-based  Spor1| 
&  Co.,  which  specializes  in  pro  bicyc 
races,  and  Switzerland's  isl  Marke 
ing,  which  represents  the  Olympic 
Clarion,  founded  in  1987,  ranks  se 
ond  to  IMG— a  $700  million  compari 
that  doesn't  break  out  sports-markef 
ing  results— with  $30  million  in  rev 
nue,  and  has  been  raising  its  profl 
lately  with  marquee  customers. 

Nieroth's  team  created  the  Gillet'  j 
promotion  in  which  one  fan  is  picked  j| 
shoot  a  three-pointer  for  $1  million  jl 
the  NCAA  basketball  championship.  ThjJ 
year,  2  million  fans— who  had  to  buyjl 
Gillette  product  to  enter— signed  up. 
But  sports  can  toss  beanballs  at  ma'jj 
keters.  Clarion  thought  i| ; 
a  competition  for  GilletH 
in  which  one  fan  will  til  < 
to  throw  a  baseball  into 
catcher's  glove  at  tin 
World  Series.  Oops!  Whi 
the  players'  strike  mea: 
that  event  may  not  see  :1 
October  night,  Nieroth  £  ' 
ures  Clarion  has  alrea*' 
hit  the  mitt. 

By    Chris    Roush  i 
<  im  ii  /rich,  <  'onn. 
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The  Information  Revolution 

The  Technology/Business  Interface 

Date:  Monday  and  Tuesday,  October  3 1  -  November  1 ,  1 994 
Place:  McGraw-Hill  World  Headquarters,  New  York  City 


orporate  sponsors: 

T&T  Network  Systems 
tinst  &  Young 
Oracle  Corporation 
anstar  Corporation 


BOLD  ADVANCEMENTS  in  com- 
puter and  communications  technologies 
are  fast  emerging  onto  the  business  scene. 
For  senior  managers  seeking  a  competi- 
tive advantage  for  their  corporations, 
understanding  these  new  technologies 
and  preparing  a  strategic  plan  in  which 
to  integrate  them  is  crucial  to  success. 

Leading  the  way  on  the  business/ tech- 
nology front,  Business  Week  is  proud  to 
present  a  high-profile  executive  sym- 
posium, The  Information  Revolution: 
The  Technology/Business  Interface. 


For  senior-level  IT  executives,  technology 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors, 
The  Information  Revolution  will  help 
chart  the  course  for  action.  Don't  miss 
this  opportunity  to  make  direct  contact 
with  industry  leaders  and  gain  the  com- 
petitive edge  for  your  company. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


)  register  for  The  Information  Revolution 
nference,  call  the  Business  Week  registrar  at: 
00)  821  - 1329,  fax  your  response  to 
12)5 1 2-628 1 ,  or  mail  this  coupon  to: 

in  McKenna 

jsiness  Week  Executive  Programs 
'21  Avenue  of  the  Americas,  36th  floor 
•w  York,  NY  10020 
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CANCELLATION  POLICY:  All  cancellations  must  be  received  in  writing  Those  postmarked  after  September  30,  1994  will  be  subject  to  a  service  charge 
of $150  Registrants  who  jail  to  attend  and  do  not  cancel  prior  to  the  conference  are  liable  for  the  entire  registration  fee  You  may.  if  you  wish,  send  a 
substitute:  McCRAW-HIH  LIABILITY:  In  the  event  of  cancellation  of  the  conference  for  any  reason.  McGraw-Hill's  liability  is  limited  to  the  reimburse- 
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Mutual  Funds 


CAN  YOUR  FUND 

PASS  THESE  SECURITY  CHECKS? 


The  mutual-fund  industry, 
long  praised  for  remain- 
ing scandal-free,  this  year 
has  been  plagued  with  bad 
publicity.  Portfolio  managers 
have  been  called  to  task  for 
conflicts  of  interest  and  invest- 
ing in  risky  securities  that  gen- 
erated startling  losses. 
Some  fund  sponsors  were 
reprimanded  for  mislead- 
ing advertising  and  for 
errors  in  reporting  pric- 
es and  allocating  trades. 
This  steady  stream  of  bad 
news  is  disquieting  for  in- 
vestors who  may  be  re- 
alizing mutual  funds 
aren't  immune  from  ethi- 
cal breaches. 

HAND-WRINGING.  But  if 

you're  starting  to  wonder 
if  you  can  trust  your  mu- 
tual fund,  a  wealth  of  in- 
formation is  available  to 
help  you  assess  your 
holdings.  Keep  in  mind 
that  regulations  gov- 
erning funds  allow  little 
opportunity  for  outright 
fraud  and— although  funds 
can  lose  money— it  is  vir- 
tually impossible  for  them 
to  go  bankrupt  the  same 
way  a  company  can. 
Fund  sponsors  have  re- 
sponded swiftly  to 
squelch  improprieties  and 
regulators  are  expected 
to  beef  up  their  monitor- 
ing apparatus,  which  they 
admit  has  not  kept  pace 
with  industry  growth. 
Even  the  trade  group, 
the  Investment  Company 
Institute  (id),  has  pushed  for 
tougher  rules  and  more  regula- 
tory oversight,  realizing  that  a 
few  rotten  funds  could  spoil 
the  whole  barrel. 

So  far,  investors  in  funds 
that  have  run  into  trouble 
have  emerged  relatively  un 
scathed.  For  example,  much 
of  the  concern  over  conflicts 


of  interest  was  touched  off 
when  Invesco  Funds  Group 
fired  one  of  its  star  manag- 
ers, John  Kaweske,  in  Janu- 
ary for  failing  to  comply  with 
its  personal  trading  rules.  The 
ICI  responded  by  creating  a 
panel    that  recommended 


funds  run  by  BankAmerica, 
Fleet  Financial,  and  others  lost 
money  due  to  use  of  inappro- 
priate derivative  securities,  the 
companies  bailed  out  the  funds 
so  investors  wouldn't  suffer 
losses.  The  Securities  &  Ex- 
change Commission  followed 


THE  FUND  INDUSTRY  has  been 
largely  scandal-free  so  far,  but  keepinj 
close  watch  may  become  de  rigueur 
for  the  investor 


tougher  rules,  and  companies 
gladly  agreed  to  step  up  com- 
pliance. Despite  the  hand- 
wringing  over  Kaweske's 
trading,  investors  in  Invesco 
Industrial  Income,  the  fund 
he  managed,  can  boast  a  10- 
year  average  annual  return  of 
16.8%  through  July. 

And,  while  money-market 


up  by  warning  all  money-mar- 
ket funds  to  stay  away  from 
exotic   derivative  holdings. 

Even  the  latest  high-profile 
fund  fiasco  is  not  as  frighten- 
ing as  it  seems.  Piper  Jaffray's 
Institutional  Government  In- 
come Portfolio,  which  has  a 
$25,000  minimum,  has  fallen 
23.5%  this  year  through  July, 


sea 


largely  due  to  investments 
collateralized  mortgage  oblig 
tions  and  securities  deriv 
from  them.  But  the  fact  th 
this  fund  contained  mortgag 
backed  securities  was  we] 
known.  The  fund  enjoy 
twice  as  high  a  return  la 
year  as  many  of  its  co 
petitors— a  red  flag  th 
its  manager  was  taki; 
extra  risks.  As  a  show 
confidence,  Piper  Jaffr 
invested  $10  million  in  t 
fund  in  May  and  th 
closed  it  to  new  investx 
so  existing  ones  coi 
benefit  from  any  sha 
price  improvement.  T 
company  also  ran  a  leti 
from  its  chairman  in  soi 
newspapers  responding 
criticism,  and  listed  a  t 
free  number  to  call 
further  explanation. 

COMING  CRISIS?  Th( 

and  other  problems  Iie 
been  important  for  ind 
try  professionals  and  r 
ulators  to  tussle  wi 
But  even  if  the  impli 
tions  for  individual  inv 
tors   have   been  m 
that's  not  to  say  th' 
won't  be  more  proble 
down  the  line.  Fund  m 
agers  are  getting  m 
speculative,  and  spons 
more  aggressive,  i 
I  tnnald  ( 'hristensen, 
thor   of  Surviving 
Coming  Mutual  Fund 
sis  ($22.95,  Little,  Brc 
and  Co.).  As  scandals 
evitably  erupt,  invest 
will  grow  disillusioned,  ab 
doning  mutual  funds,  he  si 
Despite  his  doomsday  vi 
Christensen  admits:  "You 
be  in  mutual  funds  and 
vive  what  I  consider  to  be 


crisis. 

To  improve  your  chan 
you  need  to  be  vigilant  at 
the  funds  you  pick.  T 


BDStT 

Hrwi 
is  da 


-  ■ 
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leans  following  advice 
ou've  been  hearing  for 
ears:  Know  the  manag- 
f,  understand  the  invest- 
lent  strategy,  don't  take 
lore  risk  than  you  can 
andle.    Review  your 
loices  at  least  once  a 
?ar  to  make  sure  the 
anagement  or  strategy 
is  not  changed. 
Indeed,   some  funds 
tve  gotten  riskier  as  the 
lancial  world  has  grown 
ore  complex  and  com- 
ititive.   For  example, 
at  aggressive  fund  you 
iught  three  years  ago 
ay  be  purchasing  illiq- 
i  securities  such  as  pri- 
te  placements,  Third 
orld  debt,  or  mortgage 
rivatives.  Or  it  may  be  using 
'erage  or  commodity  futures, 
w  breeds.  Some  funds,  such 
American  Heritage  and 
ibertson  Stephens  Contra- 
n.  have  gotten  so  specula- 
e  that  in  a  recent  editorial, 
rrningstar  Mutual  Funds 
led  on  the  industry  to  dis- 
guish  them  from  the  rest 
the  mutual  fund  world.  "In- 
■tments  that  didn't  even  ex- 
a  few  years  ago,  or  ones 
,t  historically  have  been  the 
nain  of  hedge  funds  or  ven- 
e-capital  pools,  are  finding 
ir  way  into  the  portfolios 
nainstream  America,"  Morn- 
star  warns. 

Oie  derivative  losses  in 
ew  money-market  and 
'rt-term    bond  funds 
w  that  even  conserva- 
i  funds  may  invest  in 
uited  securities.  For  the 
.  10  years,  the  fixed-in- 
le  fund  arena  has  been 
raveyard  of  failed  con- 
ts,  including  option  in- 
le  funds,  government- 
5  funds,  and  multimar- 
funds,  says  Don  Phil- 
,  Morningstar's  publish- 
Choose   funds  that 
Joy  tried-and-true  strat- 
'.s  and  have  at  least  a 
«-year  track  record. 
I  a  fund  has  exceeded 
r  comfort  level  for 
,  you  may  want  to 
lually  shift  into  a  more 
iervative  offering.  But 
't  panic  or  you  may 
at  the  worst  time.  II- 
id  investments  can 


FERRETING  OUT  PROBLEMS  IN  MUTUAL  FUNDS 


►  Has  the  fund  company  been  the  subject  of  negative  publicity  that 
makes  you  question  its  integrity?  How  did  the  company  respond? 

|k  Did  the  advertising  prove  to  be  misleading  once  you  reviewed  the 
fund's  investment  strategy,  fees,  and  past  performance? 

►  Does  the  fund  invest  in  illiquid  securities,  such  as  mortgage  deriva- 
tives, restricted  stocks,  or  debt  of  Third  World  countries? 


►  Does  the  prospectus  allow  the  fund  to  engage  in  any  speculative  trad- 
ing practices,  such  as  those  employing  futures  or  options,  buying  on 
margin,  or  short-selling?  If  allowed,  does  the  fund  do  such  things? 

!>  Is  the  fund  company  asking  permission  to  raise  its  fees  or  expenses  or 
to  use  riskier  investment  strategies?  Watch  the  proxy  statements. 

►  Is  the  fund's  performance  consistent  with  similar  funds?  If  your  fund  is 
a  stellar  performer,  make  sure  it's  not  taking  undue  risks. 
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cause  the  share  price  to  jump 
around.  But  that  doesn't  mean 
they  won't  pay  off  handsome- 
ly for  investors  who  can  toler- 
ate the  volatility.  By  sticking 
with  plain-vanilla  funds,  you 
may  miss  out  on  some  of  the 
more  rewarding  investments 
managers  have  discovered. 

You  can  get  a  snapshot  of 
the  holdings  by  reviewing  the 
annual  and  semiannual  reports, 
but  the  funds  don't  make  it 
easy:  You  won't  find  the  word 
"derivative"  used,  and  judging 
securities  listed  as  "collateral- 
ized notes"  or  "indexed  secur- 
ities" is  too  tough  for  anyone 


but  the  pros.  The  investment 
summary  and  market  perfor- 
mance analysis  in  these  re- 
ports often  will  be  more  useful. 

The  fund's  prospectus  in- 
cludes an  investment  policy 
statement,  which  outlines  the 
overall  strategy,  lists  what  the 
fund  can  and  cannot  do,  and 
highlights  specific  risks.  But 
even  if  the  prospectus  says 
the  fund  can  sell  short  or  use 
commodity  futures,  you'll  have 
to  ask  the  company  if  it  really 
intends  to  do  such  things.  For 
legal  reasons,  charters  of  new 
funds  may  allow  them  to  en- 
gage in  virtually  all  invest- 


SOME  HIGH-PROFILE  FUND  FOIBLES 


JANUARY  1994  Invesco  fired  one  of  its  star  managers  for  failing  to 
comply  with  its  rules  on  personal  trades,  setting  off  an  industrywide 
effort  to  toughen  compliance  systems. 


MAY  The  head  of  Pilgrim  Group  was  disciplined  by  the  National  Asso- 
ciation of  Securities  Dealers  for  misleading  advertising. 

MAY  Piper  Jaffray's  Institutional  Government  Income  Portfolio  fell  24% 
because  of  losses  in  mortgage  derivatives.  Piper  invested  $10  million 
in  the  fund  as  a  show  of  confidence. 

JUNE  Fidelity  Investments  reported  incorrect  share  prices  on  its  mutual 
funds  after  a  day  when  most  funds  dropped  in  value.  Fidelity  apolo- 
gized, and  the  deadline  for  reporting  prices  was  extended. 

JUNE  AND  JULY  BankAmerica  spent  about  $68  million  to  bail  out  two 
money-market  funds  that  lost  money  because  of  derivatives  trading. 
Other  fund  groups  made  similar  moves  to  protect  shareholders. 

JULY  Strong/Corneliuson  Capital  Management  settled  regulators' 
complaint  over  pricing  problems  and  trading  between  funds  from 
1 987  to  1 990.  Strong  agreed  to  reimburse  funds  for  pricing  errors. 
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ment  practices,  even  ones 
the  fund  has  no  intention 
of  using,  says  Phillips. 
Many  funds  ask  share- 
holders to  approve  chang- 
es to  their  charter,  allow- 
ing them  to  make  more 
speculative  trades.  Re- 
view proxy  statements  to 
be  sure  the  fund  compa- 
ny isn't  trying  to  change 
the  bylaws,  letting  the 
manager  use  riskier 
strategies. 

If  you  don't  want  to 
wade  through  all  those 
documents,  performance 
can  offer  an  important 
clue  about  the  manager's 
course.  If  your  fund  is 
returning  substantially 
more  than  its  peers,  it  is 
probably  taking  on  more  risk. 
Conversely,  if  a  fund  has  de- 
clined much  more  than  others 
in  its  category,  it  may  be  get- 
ting punished  for  speculating. 
the  right  stuff.  Individuals 
should  make  sure  they  have 
faith  in  the  integrity  of  the 
fund  company.  Complicated 
fee  structures  and  misleading 
advertising  can  be  signs  that 
the  fund  is  overly  hungry  for 
investor  dollars.  If  a  fund  you 
own  is  the  subject  of  nega- 
tive publicity,  watch  to  see  if 
the  company  responds  swiftly 
to  accusations. 

When  it  all  boils  down, 
there  is  an  element  of  trust 
involved  in  mutual-fund  in- 
vesting. If  you're  worried 
about  your  holdings  now, 
you  might  wish  to  choose  a 
portfolio  manager  who  has 
weathered  a  bear  market. 
Another  way  is  to  deal 
only  with  large,  reputable 
companies  such  as  Fidelity, 
Vanguard,  and  Dreyfus. 

All  the  scrutiny  that 
mutual  funds  are  getting 
from  the  industry,  regula- 
tors, and  the  media  should 
be  reassuring.  "On  the 
whole,  this  is  a  healthy 
process,"  says  Phillips.  "In 
the  end  it  uncovers  more 
useful  information  for  in- 
vestors." Now  that  you 
know  some  of  the  things 
that  can  go  wrong,  use  the 
information  to  make  cer- 
tain the  funds  you  buy 
don't  veer  too  far  off 
course.  Amey  Stone 
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Music 


TUNING  KIDS 
IN  TO  HAYDN 
AND  BACH 


September,  Congress  has 
declared,  is  Classical  Mu- 
sic Month.  In  that  spirit, 
you  can  help  create  a  crescen- 
do for  Beethoven,  Bach  &  Co. 
with  a  slew  of  new  products 
that  teach  children  about  clas- 
sical music.  The  offerings  go 
far  beyond  the  Peter  and  the 
Wolf  records  you  probably 
learned  from— though  Peter 
lives  on  in  new  versions. 

You  might  start  with  two 
tape-and-book  packages  for 
kids  4  and  up:  In  Astor  Books' 
Looney  Tunes  Special  Delivery 
Symphony  ($7.98),  kids  follow 
Bugs  Bunny  in  an  amusing 
story  that  introduces  the  or- 
chestral instruments.  Astor's 
Donald's  Wild  Adventure 
($8.98)-in  which  Donald  Duck 
visits  a  haunted  house— dis- 
cusses the  instruments  to 
Saint-Saens'  Danse  Macabre, 
among  other  pieces.  But  it's 
flawed:  The  tape  doesn't 
match  the  book  exactly. 

Tubby  the  Tuba,  played  by 
Manhattan  Transfer  in  a  Koch 
International  CD,  engages  chil- 
dren in  three  tales  that  intro- 
duce the  orchestra  (plus  one 
about  a  jazz  band).  By  show- 
ing Tubby's  misguided  yen  to 
be  glamorous,  the  stories  teach 
the  lesson  "be  yourself."  (All 
CDs  mentioned  cost  around 
$15,  all  cassettes  about  $9.) 
zoo  suns.  Young  kids  will  de- 
light in  videotapes  that  use 
Jim  Gamble's  puppetry:  Peter 
and  the  Wolf,  The  Nutcracker, 
The  Adventures  of  Peer  Gynt, 
and  Carnival  of  the  Animals 
($14.95,   Bogner  Entertain- 
lent).  In  Peter,  children  work 
ith  composer  Prokofiev  to 
>ose  instruments  to  portray 
bird,  the  cat,  and  others. 
ival  relates  how  Saint- 
composed  the  piece  as  a 
when    his  mother 
'1  !et  him  go  to  the  car- 
he  did  his  home- 
t  vith  Gamble:  Han- 
rn    ',  the  operetta. 


Older  children  are  more 
likely  to  tune  into  two  of  those 
stories  on  a  brand-new  Peter 
and  the  Wolf  CD  (Sony  Classi- 
cal). Clarissa,  star  of  Nick- 
elodeon's top  comedy,  narrates 
Peter  and  Carnival  in  updated 
fashion— inviting  listeners  to 
imagine  Carnival  as  the  great- 
est-ever  visit  to  a  zoo.  This  CD 
also  contains  Britten's  The 
Young  Person's  Guide  to  the 
Orchestra,  again  with  hip  com- 
ments on  instruments  and  mu- 
sical variations.  Clarissa's  basic 
message:  "Classical  is  cool." 

Peter  Ustinov  proves  a  fine 


The  latest  offering  from 
makers  of  the  phenomenally 
successful  Beethoven  Lives  Up- 
stairs (The  Children's  Group)— 
a  recording  that  became  a  vid- 
eo, a  live  show,  and  a  book— is 
Tchaikovsky  Discovers  Ameri- 
ca. Like  Beethoven  and  sister 
products  on  Bach,  Vivaldi,  and 
Mozart,  Tchaikovsky's  story 
blends  fact,  fantasy,  and  music. 
The  composer,  in  New  York 
to  open  Carnegie  Hall,  is  res- 
cued from  reporters  by  Rus- 
sian emigres  and  taken  to  Ni- 
agara Falls.  Tchaikovsky,  now 
only  in  audio,  debuts  in  video 


narrator  in  The  Orchestra 
(Mark  Rubin  Productions/ Al- 
cazar), in  both  recording  and 
video  ($18.98).  It  delivers  much 
more  than  its  title  suggests: 
It  calls  up  excerpts  to  show 
how  music  can  make  people 
feel  sad,  silly,  serious,  and  so 
on.  It  tells  how  a  composer 
writes  music.  It  explains  har- 
mony, rhythm,  and  tempo. 
And  its  playful  treatment  of 
music,  in  the  video,  is  accom- 
panied by  charming  animation. 


next  spring  ($19.98),  followed 
by  a  Mozart  video  and  a  new 
audio  tape  about  Handel. 

Once  you've  kindled  an 
interest  in  classical  music,  pro- 
ducers offer  several  recordings 
"designed"  for  kids.  There's 
Schroeder's  Greatest  Hits  (in- 
cluding Beethoven's  Moonlight 
Sonata),  Cartoon  Classics  (in- 
cluding The  Sleeping  Beauty 
Wdtz),  and  Tchaikovsky:  The 
Children's  Album  (RCA  Vic- 
tor/BMG   Classics).  There's 


G'Night  Wolfgang,  G'Mornin  \ 
Johann,  and  Hey,  Ludwig  (M- 
sic  for  Little  People).  Ail 
there's  The  Classical  ChiM 
Vols.  I,  II,  III,  and  IV,  wi| 
selections  from  Bach,  Haydi 
and  others  (Metro  Music).  B* 
none  offers  anything  beyoil 
the  music  itself  to  hold  t 
child's  attention.  Come  wint<? 
look  for  a  similar  product,  wk 
a  gimmick:  Snoopy 's  ClassiM 
Classiks  on  Toys  (Lightyel 
Entertainment)  plays  the  m&  / 
ters  on  toy  instruments. 

In  contrast,  The  House 
Magical  Sounds  ($24.95,  So 
Classical)  is  an  ambitious  vie 
due  in  October.  It  begins 
telling  how  conductor  Clau< 
Abbado  resolved  at  age 
have  a  music  career  and  en 
up  teaching  about  the  orcb 
tra,  conducting,  compositk 
and  opera.  Mixing  animat 
and  real  performances,  it's 
phisticated  and  assumes  kno 
edge  of  World  War  II,  for 
ample.  It's  well  done,  and 
full  of  information  that 
stands  up  for  many  viewing 
MASTER  works.  Also  seric 
are  18  recordings  narrating 
lives,  with  musical  selectio 
of  the  masters,  typified  by 
Story  of  Chopin  (Vox  Mu 
Group).  These  are  excel! 
products— for  older  childrei 

High  tech  really  hasn't  gc 
musical.  Microsoft  sells 
ROMs  on  composers  (Beet 
ven,  Stravinsky,  Mozart  ami 
them),  but  they're  pitched 
adults.  Coming  in  Septem 
is  the  "maestro"  edition  of  1 
sic  Mentor  ($49.95,  Midisc 
It  goes  beyond  the  music  tf 
ry  and  history  in  the  first 
tion,  adding  a  composers' 
lery  and  allowing  users 
orchestrate  a  concert  and  p 
tunes  on  various  instrumei 

Perhaps  the  most  all-enc 
passing  music  product 
book,  sort  of:  The  Music  F 
($50,  Knopf),  due  in  Nov 
ber.  It's  a  pop-up,  pull-( 
read-and-do  package  that 
owners  discover  the  deve 
ment  of  music,  make  si 
models  of  instruments, 
how  music  is  recorded, 
much  more.  It  includes 
of  20  masterpieces,  and  it 
sensational  way  to  tune  ii 
classical  music. 

Judith  Dobrzy 
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Most  of  us  already  eat  3  servings 
of  fruits  and  vegetables  every  day, 
according  to  surveys  for  the 
National  Cancer  Institute's 
5  A  Day  program.  That's  more 
than  halfway  to  the  recommend- 
ed "5  A  Day  For  Better  Health." 
So  go  for  2  more  —  eating  at 
least  5  A  Day  is  easy: 


Get  off  to  a  running  start  with 
a  6  oz.  glass  of  100  percent  juice 
and  a  bowl  of  cereal  topped 
with  berries  or  banana  slices. 
That's  2  servings  —  and  the 
day's  just  begun... 


Bring  a  bag  of  cut-up,  "snackable" 
vegetables  like  carrot,  celery  and 
cucumber  sticks  to  quiet  the  mid- 
morning  growl,  which  adds  another 
easy  serving  —  works  great  for 
kids,  too... 


Create  a  salad  for  lunch  —  that's 
at  least  one  or  two  servings. 
Be  sure  to  choose  a  low-fat 
dressing.  Now  you're  up  to  at 
least  4  servings... 


Crunch  into  that  apple  you've 
been  eyeing  all  day,  or  dig  into  a 
bag  of  dried  apricots  for  those 
afternoon  hunger  pangs.  For  kids, 
offer  little  boxes  of  sweet,  chewy 
raisins  as  a  tasty  afterschool  treat. 
That's  5,  but  don't  stop  yet  — 
you're  on  a  roll- 


Pop  a  potato  into^he  microwave 
at  the  end  of  a  hectic  day,  and 
top  it  with  salsa  to  add  a  healthy, 
zesty  punch.  Or  try  stir-frying 
broccoli,  red  and  green  peppers, 
mushrooms,  and  peas  together 
into  a  quick  dish. 

Wasn't  that  easy?  You've  just 
breezed  through  more  than 
5  A  Day.  Fruits  and  vegetables 
are  easy  to  fix  and  eat.  From 
fresh  to  frozen,  dried  to  canned- 
stir-fried,  steamed,  squeezed, 
microwaved,  or  as  is...  wherever 
you  are,  keep  them  in  sight  and 
top  of  mind. 


5  a  Day- for  Better  Health'. 


A  message  brought  to  you  by  the  National  Cancer  Institute 


Seems  as  if  every  auto 
maker  is  crowding  into 
the  value  end  of  the  lux- 
ury class,  where  cars  go  for 
roughly  $30,000.  While  Mer- 
cedes-Benz recently  swooped 
down  from  the  stratosphere 
with  its  C-class,  three  new 
flagship  models  from  Oldsmo- 
bile,  Mazda,  and  Buick  are 
stretching  upward.  Although 
they  don't  match  the  luxury 
and  performance  of  cars  such 
as  the  nearly  $60,000  BMW  740i 
or  the  $52,000-plus  Lexus 
LS400,  they  come  mighty  close 
for  a  lot  less  money. 
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Autos 


LUXURY'S  HIGH  ROAD— 
WITH  LOW-END  PRICE  TAGS 


jumping  from  0  to  60  mph  in 
just  eight  seconds.  Among 
competing  cars,  only  the  BMW 
325i  is  quicker.  That's  an 
amazing  feat,  given  the  Mil- 
lenia's  small  engine— a  2.5-liter 
V-6.  On  the  down  side,  it 
lacks  the  high-speed  oomph 
for  confident  passing.  The  Au- 


trim.  The  Aurora  has  standard 
leather  seats  with  great  back, 
side,  and  thigh  support.  Both 
cars  have  ample  leg-  and  head- 
room up  front.  But  the  swoop- 
ing roof  lines  may  have  tall 
rear-seat  passengers  bumping 
their  heads. 

Behind  the  wheel,  the  Auro- 


starkly  unadorned  instrumnt 
panel  are  large  and  cleij* 
marked.  The  turn-signal  silk 
however,  is  overloaded  vtl 
hard-to-see  cruise-control  pc. 
windshield-wiper  switches 

In  this  group,  the  Aur?; 
with  its  V-8  engine  and  is 
of  standard  features,  st; 
out  as  a  good  value.  Even 
ly  loaded,  it  runs  $34,400|M 
same  price  as  a  top-of-thea: 
Millenia  S.  There's  also  arfer 
try-level  Millenia,  startinia 
$26,400,  but  its  170-hp  enL,i 
leaves  the  car  underpowesc 
For  sportier  luxury,  checl$h.; 


THE  $28,300  BUICK  RIVIERA:  A  CLASSIC 
COUPE  THAT  FLOATS  OVER  POTHOLES 


AT  $32,400,  THE  MAZDA  MILLENIA  S  JUMPS 
TO  A  FAST  START:  O  TO  60  IN  EIGHT  SECONDS 


THE  OLDSMOBILE  AURORA:  CUSHY  RIE,1 
POWER,  FLASH,  AND  A  $32,000  STI  f 


Two  of  the  newcomers,  the 
Olds  Aurora  and  Mazda  Mil- 
lenia S,  are  rival  sedans  that 
offer  the  convenience  of  four 
doors  yet  have  a  dose  of  style. 
The  Buick  Riviera,  meanwhile, 
is  a  traditional  American 
coupe  aimed  at  consumers 
who  prize  aesthetics 
over  high  performance. 
All  three  boast  the  quiet 
ride  and  convenient  fea- 
tures you  would  expect 
in  this  class.  Each,  how- 
ever, is  marred  by  an- 
noying flaws. 
HEAD-TURNER.  Beauty  is 
subjective,  but  the  Au- 
rora, with  a  $32,000  base 
price,  is  the  clear  head- 
turner  in  this  group.  Its 
swooping  roof  and  mus- 
cular stance  are  miles  from 
the  stodgy  lines  of  your  fa- 
ther's Oldsmobile.  In  fact, 
many  people  initially  think  it's 
apanese  model.  Likewise, 
I  i  i  '28,300  Riviera's  curvy, 
sculpted  shape  has  a  decidedly 
international  flavor.  The  more 
ntional,  $32,400  Millenia 
S  stands  out  less  from  the  au- 
tomotive clutter. 

The  Aurora  and  Millenia 
both  a  kick  to  drive,  if 
ish  them  hard.  The  Mil- 
accelerates  vigorously. 


rora  is  a  tad  slower  at  reach- 
ing 60  mph,  even  with  a  4-li- 
ter V-8:  Blame  its  beefy  4,000 
pounds.  But  there's  plenty  of 
reserve  power  for  passing. 

When  it  comes  to  ride,  the 
Aurora  is  the  cushier  sedan. 
On  really  rough  pavement. 


AURORA'S  HIGH,  WRAPAROUND  DASH 
GIVES  DRIVERS  A  COCKPIT-LIKE  FEEL 


however,  the  Aurora  pifc-hes 
and  rolls  more  than  the  Millen- 
ia, whose  taut  suspension  con- 
trols body  motion  better.  In 
hard  cornering,  the  Aurora 
leans  noticeably,  but  the  car 
handles  with  confidence-inspir- 
ing poise.  The  Millenia  re- 
sponds with  a  sportier  feel, 
diving  quickly  into  turns  and 
whipping  out  with  precision. 

Both  cars  pamper  passen- 
gers with  nifty  features  such 
as  power  seats,  automatic  cli- 
mate control,  and  real  wood 


ra  has  a  dramatic,  cockpit-like 
feel.  The  instrument  panel 
curves  toward  the  driver,  and 
the  controls  fall  easily  to  hand. 
But  some  drivers  may  find  the 
high,  wraparound  dash  claus- 
trophobic. Most  troubling,  the 
radically  curved  back  window 
badly  distorts  rear  vision. 
The  Millenia's  more  tradi- 
tional dash  layout  gives 
an  open  feel  and  expan- 
sive view  of  the  road 
ahead.  Controls  such  as 
radio  dials  are  large  and 
easy  to  use.  But  some 
drivers  may  find  other 
switches  hard  to  locate, 
notably  the  cruise  control 
and  window  defogger— 
behind  the  wheel. 

The  Riviera  should  ap- 
peal to  more  sedate  drivers 
willing  to  accept  the  limita- 
tions of  two  doors.  Its  base 
205-horsepower  V-6  launches 
the  Riv  to  60  mph  in  a  more 
leisurely  10  seconds.  A  super- 
charged version,  though,  which 
costs  $1,100  more,  is  nearly  as 
quick  as  the  Aurora.  The  Riv- 
iera's spongy  suspension  floats 
over  potholes,  but  it  won't  in- 
spire drivers  to  race  around 
corners.  The  car  shares  the 
Aurora's  comfy  front  seats  and 
tall  dash.  Most  dials  on  the 


under  $32,000  BMW  3251: 
for  more  cachet,  the  $3n 
Mercedes  C280.  The  RiJ 
competes  most  directly 
traditional  luxury  coupes  | 
as  the  $38,800  Lincoln 
VIII  and  the  $38,220  Call: 
Eldorado— both  equippei  I 
V-8s.  Even  in  the  trafficja^ 
of  fine,  value-priced  luHL 
cars  already  on  the  roadtli 
trio  certainly  holds  its  oil.— 

Kathleen  Kerwin  and 
Woodruff 


Worth  Noting 


m  SCHOOL  BUCKS.  High 
seniors  about  to  apply  f< 
lege  can  get  information 
obtaining  financial  aid 
free  brochure,  Steps  to 
cess.  You  can  order  a 
from  Nellie  Mae,  the  le 
nonprofit  student  loan  p  r. 
er  (800  9-TUITION). 
•s  ARNIE'S  TOUR.  A  ne^ 
ROM,  Tfie  American  Golf 
Presented  by  Arnold  Pi 
provides  multimedia  to 
more  than  11,500  of  th 
challenging  U.  S.  course:] 
disk,  which  will  be  av; 
in  September  from  Dat' 
Software  (717  652-4344); 
for  $59.95. 


SS  WEEK/SEPTEMBER  12,  1994 


PERSONALU 


PRODUCTION 

Change  from  last  week:  0.4% 
Change  from  last  year:  5.7% 

I  200  


1 967=  1 00  (four-week  moving  average) 
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LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  8.3% 
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The  production  index  increased  during  the  week  ended  Aug.  20.  On  a 
seasonally  adjusted  basis,  production  for  steel,  paperboard,  and  paper  rose,  while 
*ruck,  coal,  and  lumber  output,  as  well  as  rail-freight  traffic,  declined.  Electric  power, 
crude-oil  refining,  and  auto  production  levels  were  unchanged  from  their  levels  of  the 
drevious  week.  Before  calculation  of  the  four-week  moving  average,  the  index 
slipped  to  199.8,  from  199.9  in  the  prior  week. 

BW  production  index  copyrighf  1994  by  McGraw-Hill  Inc 
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The  leading  index  increased  slightly  during  the  week  ended  Aug.  20  A  hike  in 
short-term  interest  rates  by  the  Federal  Reserve  Board  touched  off  rallies  in  the  stock 
and  bond  markets,  while  the  growth  rates  for  materials  prices,  real  estate  loons,  and 
M2  all  picked  up  steam.  Data  for  large-business  failures  were  unavailable  for  the 
latest  week.  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
244.9,  from  243.4. 

Leading  index  copyrighl  1  994  by  Cenler  for  International  Business  Cycle  Research 
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LEADING  INDICATORS 


Latest 

Week 

%  Change 

week 

ago 

year  ago 

(EEL  (8/27)  thous.  of  net  tons 

1,858 

1,809# 

0.1 

JT0S  (8/27)  units 

1  16,719 

126,754r# 

18  3 

IUCKS  (8/27)  units 

1 10,501 

122,359r# 

21  7 

.ECTRIC  POWER  (8/27)  millions  of  kilowatt-hours 

67,213 

67,975# 

-4.4 

IU0E-OIL  REFINING  (8/27)  thous  of  bbl /day 

14,415 

14,355# 

3  5 

)AL  (8/20)  thous.  of  net  tons 

20,435# 

20,393 

13.6 

.PERB0ARD  (8/20)  thous.  of  tons 

886. 8# 

884  lr 

8.1 

PER  (8/20)  thous.  of  tons 

841. 0# 

838  Or 

4  2 

MBER  (8/20)  millions  of  ft. 

472. 8# 

478.1 

3  7 

ill  FREIGHT  (8/20)  billions  of  ton-miles 

24.3# 

24  2 

12  5 

urces:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
lerican  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA\  Association 
American  Railroads 


REIGN  EXCHANGE 


Latest 

Week 

Year 

week 

ago 

ago 

'ANESE  YEN  (8/3 1) 

100 

98 

105 

RMAN  MARK  (8/31) 

1  58 

1.54 

1.65 

ITISH  POUND  (8/31) 

1.54 

1.55 

1.50 

ENCH  FRANC  (8/31) 

5.41 

5.29 

5.81 

NADIAN  DOLLAR  (8/31) 

1.37 

1  38 

1.32 

ISS  FRANC  (8/31) 

1.33 

1  30 

1.45 

XICAN  PESO  (8/31)= 

3  38  7 

3.342 

3  106 

Jrces:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
nd  expressed  in  dollars 


Latest 

Week 

%  Change 

week 

ago 

year  ago 

LD  (8/3 1 )  S/troy  oz. 

385.750 

383.900 

4.5 

El  SCRAP  (8/30)  #1  heavy,  $/ton 

134.50 

134.50 

19.6 

JDSTUFFS  (8/30)  index,  1967=100 

213.2 

214.6 

0.9 

'PER  (8/27)  C/lb. 

113.3 

112.9 

24.2 

IMINUM  (8/27)  c/lb. 

72  0 

71.0 

34.0 

EAT  (8/27)  #2  hard,  $/bu. 

3.81 

3.73 

14.1 

TON  (8/27)  strict  low  middling  1-1/16  in  ,  C/lb. 

70  26 

68.06 

32.9 

frees:  London  Wednesday  final  setting,  Chicago  market,  Knight-Ridder  Commodity  Research 
'Qu,  Metals  Week,  Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (8/26)  S&P  500 

467.55 

463.63 

1.8 

CORPORATE  BOND  YIELD,  Aaa  (8/26) 

8.13% 

8.07% 

21.2 

INDUSTRIAL  MATERIALS  PRICES  (8/26) 

106.3 

105.9 

1  1.4 

8USINESS  FAILURES  (8/1 9) 

NA 

317 

NA 

REAL  ESTATE  LOANS  (8/17)  billions 

$436  5 

$435. 9r 

5  6 

MONEY  SUPPLY,  M2  (8/15)  billions 

$3,560.5 

$3,554.5r 

2.0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/13)  thous 

325 

325r 

0  3 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  D 
street  (failures  of  large  companies),  Federal  Reserve,  labor  Dept.  CIBCR  seasonally  a 
on  business  failures  and  real  estate  loans 

un  &  Brad- 
djusts  data 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

PERSONAL  INCOME  (July)  annual  rote,  billions 

$5,692  9 

$5,663.0r 

6  3 

CONSUMER  SPENDING  (July)  billions 

$4,6202 

$4,61 2.5r 

5.4 

NEW  HOME  SALES  (July)  annual  rate,  thous. 

664 

613 

2.6 

11  LEADING  INDICATORS  COMPOSITE  (July)  index 

101  5 

101  5 

3.7 

Sources:  Commerce  Dept. 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/15) 

$1,148.2 

$l,147.8r 

4.9 

BANKS'  BUSINESS  LOANS  (8/17) 

301  2 

300.0r 

10.1 

FREE  RESERVES  (8/1 7) 

487 

887r 

52.7 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/17) 

150  1 

150.5 

-6.3 

Sources:  Federal  Reserve  (in  billions,  except  for  free  reserves,  which 
week  period  in  millions) 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (8/30) 

4.67% 

4.64% 

3.08% 

PRIME  (8/31) 

7.75 

7.75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (8/31) 

4.91 

4.91 

3  17 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (8/31) 

4.89 

4  87 

3.13 

EURODOLLAR  3-MONTH  (8/26) 

4.86 

4  85 

3.13 

Sources:  Federal  Reserve,  First  Boston 


w  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
/estern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r=revised     NM  =  Not  meaningful 
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Run  with  it 


3M  is  the  brand  business  demands. 
Rated  number  one  in  reliability,  it's 
no  surprise  3M  diskettes  and 
quarter-inch  cartridges  are  pre- 
ferred over  other  brands.  Now  our 
new  go-anywhere  diskettes  give 
you  enhanced  performance  so  you 
can  take  your  work  anywhere. 
Another  reason  why  more  busi- 
nesses protect  important  informa- 
tion on  3M  brand  storage  products 
'ban  any  other  brand  in  the  world. 
You  should,  too.  Find  out  more. 
Call  1-800-888-1889,  ext.  1703. 

Reliability 

*M  diskettes  require  eomp;ihble  drives.  Preference  and 
reliability  ratings  based  on  independent  research,  t  1M  I  W-t 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Asea  Brown  Boveri  72 

ABC  42 

Air  France  46 

Alcazar  100 

American  Express  33 

American  Heritage  98 

AMG  Data  Services  33 

Apollo  Advisors  83 

Apple  Computer  88 

Archer  Daniels  Midland  70 

Arco  70 

Astor  Books  100 

AT&T  34,  70,  83,  88,  90 

B 


BankAmerica  30,  98 
Barrington  Associates  74 
Bastion  Capital  83 
Bayer  35 

Beacon  Hill  Financial  83 
Beekman  Capital 

Management  80 
Bell  Atlantic  70 
BellSouth  88 
Bertelsmann  52 
Blackstone  Group  83 
Blockbuster 

Entertainment  96 
BMG  Classics  100 
BMW  102 
Boeing  32,  54,  70 
Bogner  Entertainment  100 
Borland  International  46 
Budweiser  96 


Canal+  52 
Cap  Cities  42 
Catalog  1  74 
CBS  40,  42 
Chevrolet  96 
Chicago  &  North 

Western  83 
Children's  Group  100 
Chrysler  54 
Clarion  Performance 

Properties  96 
Coca-Cola  46 
Columbia  Healthcare  30 
Combustion  Engineering  72 
Comcast  42 
Compaq  Computer  88 
Conde  Nast  6 
Context  52 
Continental  Bank  30 
C  P  Baker  33 
Crate  &  Barrel  74 
CS  First  Boston  33,  38,  40 


Dain  Bosworth  74 
D'Arcy,  Masius,  Benton  & 
Bowles  96 
Dart  Group  46 
DataTech  Software  102 
Davis  70 

Delco  Electronics  96 
Delta  Air  Lines  6 
DePuy  76 

Deutsche  Telekom  52 
Diversified  Pharmaceutical 

Services  35 
Donaldson,  Lufkin  & 

Jenrette  83 


Eastman  Kodok  30,  35 
Eddie  Bauer  74 
EDS  Management 
Consulting  34 
Electronic  Data  Systems  90 
Eli  Lilly  30 
Emerson  Electric  30 
Entergy  70 
Eo  88 
E  Style  74 


Federal  Reserve  Bank  of 
Kansas  City  60 
First  Chicago  60 
Fleet  Financial  98 
Fleming  30 
Forrester  Research  88 
Forstmann  Little  83 
Foster  Wheeler  72 
Fox  42 
Fujitsu  46 
Futures  Group  60 
G 


Gap  74 

Geffen  Records  42 
Genentech  76 
GE  30,  54,  72 
General  Magic  88 
General  Mills  46,  74 
General  Signal  30 
Gillette  96 
GM  30,  96 
Goldman  Sachs  52,  70 
Graff  Pay-Per-View  52 
GTech  Holdings  86 
Gucci  74 


Hamilton  Advisors  83 
Hasbro  12 
Hearst  6 

Hellman  &  Friedman  84 
Heritage  Partners  84 
Hewlett-Packard  20 
Home  Shopping 
Network  74 
Hughes  32 

I 


IBM  54,  70,  86,  88 

IDB  Communications  90 
Integrated  Orbital 
Implants  76 
Intel  88 

International  Management 
Group  96 

Interpore  International  76 
Intuit  20 

Invesco  Funds  Group  98 
ISL  Marketing  96 
IVAX  46 


J.C  Penney  74 
Jersey  Central  Power  & 

Light  72 
Johnson  &  Johnson  35 


K-lll  Communications  83 
Knopf  100 

Koch  International  100 
Kohlberg  Kravis  Roberts  83 
KSL  Recreation  83 
Kyocera  76 


LDDS  Communications  90 
Legg  Moson  Wood 
Walker  12 

Lehman  Brothers  6,  35,  83 
Levi  Strauss  12 
Lewin-VHI  60 
Lighfyeor 

Entertainment  100 
Little  Brown  98 
Lockheed  30,  32 
Logicom  88 
Loral  32,  70 

M 


Mabon  Securities  90 
Marion  Merrell  Dow  35 
Mark  Rubin 

Productions  100 
Martin  Marietta  30,  32 
Mason  &  Hanger  78 
MCA  42 
McCaw  Cellular 

Communications  34 
McDonnell  32 
McGraw-Hill  28 
MCI  Communications  34, 

90 

Medical  Data 

International  76 
Mehta  &  Isaly  46 
Mercedes-Benz  102 
Mercer  Management 

Consulting  34 
Merck  30,  35 
Merrill  Lynch  33,  60,  86 
Metromedia  90 
Metro  Music  100 
Microsoft  88 
Midisoft  100 
Mitsubishi  72 
Mitsubishi  Bank  26 
MMS  International  28 
Montgomery  Ward  74 
Morgan  Stanley  54,  60 
Motorola  20,  72,  88 
Music  for  Little  People  100 

N 


National  Football  League 
Properties  96 
National  Pools  8 
NEC  88 

New  Hampton  74 

New  York  Life  Insurance  60 

News  86 

Nextel  Communications  34 
Nordion  International  76 
Northrop-Grumman  32 

o 


Occidental  Petroleum  70 
Olivetti  88 

O'Mara  Plumbing  34 
Osiris  Therapeutics  76 
Otto-Versand  74 


Paramount  40,  42 
PCS  Health  Systems  30 
Pennzoil  96 
Philip  Morris  46 
Philips  Electronics  40,  52 
Piper  Jaffray  98 
Pitney  Bowes  70 
Pizza  Hut  8 
Portable  Software  20 
Printron  80 

Procter  &  Gamble  70,  96 
Prudential  Securities  26 


Q2  74 
QVC  42,  74 


Raytheon  72 
RCA  100 

Regional  Financial 

Associates  60 
Reliance  Electric  30 
Revlon  6,  70 
Riordan  &  McKinzie 
Riordan,  Lewis  & 

Hayden  12 
Robertson  Stephens 

Contrarian  Fund  98 

s 


■ 


12 


I 

>  - 


abati 


hi 


Sacramento  Theatre  60 
SCI  Capital 

Management  26 
Scott  Paper  46 
Scrivner  30 
Seagram  86 
Securities  Data  30,  33 
Sharp  88 
Sharper  Image  74 
Siemens  72 
Sigma  Designs  78 
Silver  Investment  Advisor) 

Research  86 
Singer  12 
Six  Flags  83 
Sky  Broadcasting  52 
Smith  Barney  Shearson 
SmithKline  Beechan  30,  |IP 
Snapple  Beverage  84 
Sony  40,  42,  88,  100 
Sound  Scan  40 
Spiegel  74 
Sports  &  Co.  96 
Sprint  90,  96 
Standard  Chartered 
Securities  54 
Stephen  Wolf  46 
Sterling-Winthrop  35 
Storage  Technology  86 


(w« 


I, 

«_ 

JOKii 
I 

it 
w 


HI 


Tandy/Casio  20 
Tele-Communications  42 
Texas  Instruments  46 
Textron  32 
Time  Warner  40,  74,  86 
Toshiba  88 
Tridex  86 

u 


«Ht 


Mill  I 


Hi 


United  Airlines  46 
United  International 
Holdings  52 
United  Technologies  32 
USAir  30 

U  S  Biomaferials  76 
U.S.  Playing  Card  83 

V 


Valvoline  96 

Vox  Music  Group  100 

W 


Wal-Mart  60 
Wall  Disney  40,  42,  52, 
70 

Westinghouse  54,  70,  7' 
Williams  90 
Williams  Sonoma  74 
WilTel  Network  Services 


j 


Xerox  70 
Z 


Zenith  88 

Zenith  Laboratories  46 


vestment  Figures  of  the  Wee 


I  MENTARY 

I  ock  morket  rallied  in  the  dog 
I  }f  summer,  taking  investors 

vild  ride.  After  huge  short  po- 
|  i  sparked  a  70.90-point  gain 
<  g.  24,  the  Dow  closed  at 
on  Aug.  3 1 ,  its  highest  level 
Feb.  22.  Signs  of  slowing  ec- 
|  ic  growth  helped,  as  inflation 
j  abated.  The  high-octane 
A  proposed  $10  billion  mer- 
stween  Lockheed  Corp.  and 
n  Marietta  Corp.  That 
ed  a  rise  in  defense  stocks 
leled  speculation  of  more 
:r  and  acquisition  activity. 


STOCKS 

Aug.      Feb.      Aug.     Aug.  25-31 


BONDS 

Aug.      Feb.      Aug.     Aug.  25-31 


THE  DOLLAR 

Aug.      Feb.      Aug.     Aug.  24-3 1 


465  1400 


52-week  change 


1-week  change 


460  1300 


— 


1399  36  '00 


52-week  change 


1  -week  cha 


52-week  change 


1  -week  change 


+2.7% 

+  1.4% 

-14.1%  +0.2% 

-2.6% 

+  1.1% 

URKET  ANALYSIS 

5TOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
ZE  COMPANIES  (S&P  MidCap  Index) 
.  COMPANIES  (Russell  2000) 
)MPANIES  (Russell  3000) 

3913.4 
178.4 
257.3 
273.3 

1.7 
I  5 
1  8 
1  4 

7.4 
2  4 
4  1 

2  1 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  S00  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.66% 
7.45% 
2.67% 
18.9 

4.63% 
7.46% 
2.71% 
18.7 

3.08% 
6.09% 
2.70% 
24  0 

IGN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

neen 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

460.6 
44.0% 
0.32 
098 

460  3 
40.0%r 
0.36 
0.91 

Positive 
Neutral 
Neutral 
Positive 

DN  (FINANCIAL  TIMES  100)  32513 
1  (NIKKEI  INDEX)                     20.628  5 
UO  (TSE  COMPOSITE)                   4349 .5 

1.4 
0  6 
2  0 

5.4 
-1.5 
5  0 

DUSTRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS,  BRIDGE  INFORMATION  SYSTEMS  INC. 

MONTH  LEADERS 

%  change 
1  -month          1 2-month 

Strongest  stock  in  group 

% 

1 -month 

change 

1 2-month 

Price 

YiMUNICATIONS  EQUIPMENT 

17.5 

9.5 

SCIENTIFIC-ATLANTA 

27.6 

20  3 

44  >h 

TRUMENTATI0N 

15.9 

21.9 

HEWLETT-PACKARD 

16.8 

24.1 

90% 

VIPUTER  SYSTEMS 

14  6 

42  2 

DIGITAL  EQUIPMENT 

30  3 

-38  6 

2  5 'A 

JGS 

13.4 

12.0 

UPJOHN 

23.3 

34.6 

37 

[SONAL  LOANS 

11.9 

5.7 

HOUSEHOLD  INTERNATIONAL 

15.1 

2.3 

39  Va 

MONTH  LAGGARDS 

% 

1 -month 

change 

12-month 

Weakest  stock  in  group 

% 

1 -month 

change 

1 2-month 

Price 

AND  GAS  DRILLING 

-6.9 

-25.0 

ROWAN 

-10.6 

-25.3 

73/e 

WELL  EQUIPMENT  AND  SERVICES 

-5.7 

-17.0 

BAKER  HUGHES 

-11.2 

-32.1 

18% 

EXPLORATION  AND  PRODUCTION 

-3.4 

-28.9 

ORYX  ENERGY 

-7.3 

-39.7 

14 'A 

)PERTY-CASUALTY  INSURERS 

-1.9 

-17.1 

GENERAL  RE 

-3  0 

-14.2 

1 1 2  Ve 

SURE  TIME 

-1.3 

29.1 

BRUNSWICK 

-5.2 

50.8 

225/s 

TUAL FUNDS 


MORNINGSTAR  INC. 


ERS 

eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

.  LATIN  AMERICA  GROWTH  A 

16.9 

STATE  STREET  RESEARCH  GLOBAL  ENERGY  A 

-5.3 

ICULES  LATIN  AMERICAN  VALUE 

15.4 

FIDELITY  SELECT  ENERGY  SERVICE 

-5  1 

ELITY  LATIN  AMERICA 

15.3 

M0NITREND  GOLD 

-4.5 

sk  total  return 

% 

52-week  total  return 

% 

INGT0N  STRATEGIC  INVESTMENTS 
RGAN  STANLEY  INSTL.  EMERG.  MARKETS 
MC0  EMERGING  MARKETS  INSTL. 

53.0 
49.2 
48.2 

M0NITREND  GOLD 
AMERICAN  HERITAGE 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY 

-42.1 
-26.3 
-23.6 

■Ttffl  S&P  500 

4-week  total  return 


M  Average  fund 
ek  total  return 


TIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


r  amounts 
sent  the  present 
of  $10,000 
ted  one  year  ago 
:h  portfolio 

ntages  indicate 
ay  total  returns 


llll 


Foreign  stocks 
$11756 

-0.61% 


U.S. stocks 
$10,561 

+2.49% 


Gold 
$10,470 

+  1.38% 


Money  market  fund 
$10,203 

+0.05% 


Treasury  bonds 
$9,273 
+0.99% 


i  this  page  are  as  of  market  close  Wednesday,  Aug.  31,1  994,  unless  otherwise  indicated.  Aug.  30.  Mutual  fund  returns  are  as  of  Aug.  26  Relative  portfolios  ore  valued  as  of  Aug.  30.  A  more 
Dups  include  S&P  500  companies  only;  performance  and  shore  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request,  r  -  revised 
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CUBA  ISN'T  READY  FOR 
A  CHINA-STYLE  OPENING 


Cuba  is  not  China.  Despite  the  parallels  being  drawn  by 
advocates  of  lifting  the  U.  S.  trade  embargo  on  Cuba, 
the  comparison  doesn't  work.  Capitalism  may  indeed  be 
destroying  communism  in  China,  but  it  is  a  strong  domestic 
market  economy,  not  trade  per  se,  that  is  subverting  the 
state-owned  sector.  Lifting  the  Cuban  embargo  before  Fidel 
Castro  opens  the  country  to  free-market  forces  can  only  re- 
inforce his  dictatorship,  not  destroy  it  from  within. 

The  differences  between  China  and  Cuba  are  striking.  The 
human-rights  landscape  is  ugly  in  both  countries.  But  China 
has  a  vibrant  market  economy  dominated  by  millions  of  small 
entrepreneurs  that  is  swiftly  swallowing  the  state-controlled 
economy.  China's  military  is  shrinking,  and  generals  are  be- 
coming tycoons.  In  this  context,  trade  promotes  market  activ- 
ity and  expands  the  personal  freedom  of  millions  of  Chinese. 

Cuba  remains  a  top-down  economy  run  by  the  Communist 
Party.  A  few  European-financed  hotels  for  Canadian,  French, 
and  Italian  tourists  don't  change  the  spots  of  a  command 
economy.  Neither  does  "dollarization,"  with  separate  shops 
selling  foreign  goods  (and  Cuban  cigars)  for  U.  S.  dollars. 
Profits  are  used  to  pay  for  a  large  government  bureaucracy 
and  a  big  standing  army. 

There  are  clear  differences  between  the  Chinese  and  Cu- 
ban expatriate  classes  as  well.  Chinese  exiles  in  Taiwan, 
Hong  Kong,  and  Southeast  Asia  drive  China's  new  market 
economy.  They  provide  much  of  the  capital,  entrepreneurial 
skill,  and  international  trade  connections.  With  Beijing  will- 
ing to  create  a  market  economy,  overseas  Chinese  are  willing 
to  build  businesses  and  create  a  new  middle  class. 

Not  so  the  wealthy  Cuban  exiles  in  Miami.  They  want  the 
Castro  regime  out— or  dramatically  changed— before  investing 
in  Cuba.  They  believe  that  until  Cuba's  command  economy  is 
dismantled,  no  amount  of  trade  or  investment  will  generate 
the  kind  of  growth  that  produces  a  middle-class  way  of  life. 

Until  Havana  shifts  to  a  market  economy,  lifting  the  em- 
bargo is  a  fruitless  gesture  on  Washington's  part.  Individual 
freedoms  can  only  be  expanded  through  trade  if  a  genuine 
market  economy  is  permitted  to  operate.  Conservatives  and 
liberals  pushing  the  Clinton  Administration  to  drop  America's 
long-standing  trade  ban  with  Cuba  are  being  economically 
and  politically  naive. 


IET  THE  BOOMERS 
BUILD  THEIR  NEST  EGGS 


JH  uch  blather  is  being  written  about  the  "generation - 
HMH  al"  wars  and  how  the  twentysomething  set  will  be 
S  W  B  taxed  to  the  sky  to  pay  for  the  retirement  of  free- 
spending  boomers  who  refuse  to  save.  The  conventional  wis- 
dom is  that  the  nation  faces  a  crisis  as  private  pensions 
prove  inadequate  and  Social  Security  goes  bankrupt. 


Don't  bet  on  it.  The  hand-wringing  is  based  on  two  ec 
nomic  assumptions:  that  America's  low  productivity  ra' 
will  continue  and  that  the  country's  anemic  savings 
will  stay  the  same.  But  what  if  these  assumptions  are  wronj 

Take  productivity.  It  is  up  and  by  a  lot.  Technology  is  pr 
viding  the  tools,  and  global  trade  is  applying  the  whip 
competition.  While  productivity  rose  at  less  than  a  1%  ra 
for  much  of  the  '70s  and  '80s,  it  is  now  expanding  by  1.5% 
year.  That  extra  productivity  could  generate  enough  grow 
and  wealth  to  support  plenty  of  boomer  geezers. 

0.  K.,  but  what  about  the  boomer's  miserable  record 
savings?  The  personal  savings  rate  has  plummeted  fro 
about  7%  in  the  1960s  through  the  1980s  to  4.5%  in  tl 
1990s.  However,  aging  boomers  are  quickly  moving  in 
their  40s  and  50s,  years  when  people  tend  to  save  mor 
Boomers  are  already  pouring  tens  of  billions  into  mutt 
funds  and  their  401(k)  defined-contribution  pension  plans. 

They  would  put  more  away  if  Washington  would  stop  t 
ing  so  schizophrenic  about  savings.  The  government  cai 
make  up  its  mind  whether  it  wants  to  encourage  retireme 
savings  or  generate  more  revenue.  First,  it  encouraged  im 
vidual  retirement  accounts,  then  it  killed  them  for  most  pe 
pie.  It  promoted  401(k)s,  but  recently  it  tightened  the  rul< 

Expanding  iras  and  the  amount  of  pretax  income  peof 
can  stuff  into  401(k)s  would  be  a  real  boost  for  boome 
building  nest  eggs.  But  that,  of  course,  means  Washingt 
would  have  to  cut  spending  to  make  up  for  lost  revenue 

It  should  do  just  that.  With  productivity  apparently  risi 
for  the  long  haul  and  the  boomers  entering  their  savi 
years,  a  cut  in  spending  by  Washington  could  lock  in  prospi 
ity  and  security  for  all  generations  in  the  decades  ahead. 


THIS  CONSOLIDATION  WAVI 
COULD  GET  OUT  OF  HAND 


After  the  wild  excesses  of  the  1980s,  the  current  wa 
of  mergers  and  acquisitions  naturally  invites  c< 
cern.  Name  an  industry,  be  it  defense,  drugs,  hea 
care,  telecommunications,  banking,  or  retailing,  and  there 
consolidation. 

Should  we  worry?  The  barbarians  are  not  again  at  t 
gates,  at  least  not  yet.  These  deals  are  not  being  driven  sc 
ly  by  financial  gimmickry.  Constructive  forces  are  at  wo: 
from  global  competition  to  the  end  of  the  cold  war  to  heal 
care  cost-cutting. 

Yet  vertical  integration  and  oligopoly  pricing  power  a 
fearsome  economic  forces.  The  histories  of  both  the  defeU 
and  health-care  industries  are  replete  with  examples  of  ov|fc 
charging.  Cable,  cellular,  and  phone  companies  all  ha? 
monopoly  backgrounds.  Consolidation  may  prove  so  tempt:; 
that  some  companies  might  take  unfair  advantage  of  th| 
market  power. 

Assistant  Attorney  General  for  Antitrust  Anne  K.  Bin;- 
man  has  been  more  activist  than  her  predecessors.  Now? 
time  for  her  to  decide  whether  the  recent  trend  towd 
megadeals  and  industrial  concentration  is  getting  out  f 
hand. 


- 
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It  used  to  take  14  hours  for  Landis& 
Gyr engineers  in  Chicago  to  meet 
with  colleagues  in 
Zny,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 


Lver  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger. 


via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video.' 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


I  )ale  Anderson 

Director,  Information  Systems 
Landis  &  ( iyr 
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Landis  &  Gyr 
Building  ( lontrols 


Engineers  dispersed  around      Real-time  meetings  via 
the  world  global  videoconferencing 


Better  teamwork, 
better  ideas,  better  sales 


Sprint 

Business 


©1994  Sprint  Communications  Company  L  P 


No  breaking  in 
needed  thanks  to 
our  padded  collar 
and  full  leather  lining 


Shock  absorbing 
footbed  takes  the 
punishment  -  not  you 


Arch  stabilizer  supports 
you  every  step  of  the 
way  -  all  day  long 


Millions  of  air  bubbles 
means  you're  walking 
on  air 


Soft,  supple 
leather  uppers 
give  you  all 
around  comfort 


TAKE  THE 


'Com/ortech 


CHALLENGE 


and  slip  into  a  pair  of  shoes  that  feels  as  cozy  as  your  favorite  easy  chair.  Whether  you  spend  a  lot  of  time  on  your  fee 


or  just  want  to  discover  the  most  comfortable  shoes  you've  ever  worn  -  take  the  Florsheim  Comfortech  Challengi 
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If  our  name 

m  ^  is  foreign  to  you,  maybe  it's  be- 

cause we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others. 
cD    Together  with  Sun  Microsystems,  we  developed  the 
RISC  chip  that  brought  mainframe  power  to  desktop  comput- 
ing. And  helped  make  Sun  the  leading  workstation  manufacturer 
worldwide,  With  U.S.  regional  Bell  operating  companies,  we're 

?volutionizing  commercial  service  by  creating  the  world's  first  switch- 
l  system  capable  of  handling  voice,  data  and  video  over  the  public  net- 
3rk.  cO  We've  built  R&D  and  manufacturing  facilities  from  California 
i  Connecticut.  Building  on  our  reputation  as  the  world's  second  largest 
:omputer  company.  And  creating  advances  from  the  smallest  and 
lightest  portable  pen  computers  to  some  of  the  world's  fastest 
supercomputers.  cO   We're  celebrating  over  25  years  f 
well-spent.  Not  so  much  on  publicity  as  on  products  fm 
that  create  possibilities  for  the  next  25  years.  So  if 
you're  looking  for  our  name  in  the  future,  just 
look  behind  some  of  the  biggest 
names  in  America 


1 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


On  September  29th 

Something 
Big  Is  Coming. 


'Optional Jcawm 

Huron  br  is  a  registered  US  trademark  ojFirma  Carl  Freudenberg. 


1RD  MOTOR  COMPANY  has  developed  a  way  to  optimize  our  global  resources  to  build  cars  for 
e  world.  We  assembled  the  LARGEST  TEAM  OF  ITS  K  I  \  D  EVER  — Ford  Motor  Company's  best  designers 

id  engineers  from  around  the  world.  Working  together  they  created  the  Dura  tec  V-6  engine*  that 
n  go  100,000  miles  without  a  scheduled  tune-up;  a  computerized  transmission  that  adjusts  to  any  driving 

'ndition;  and  the  Micron  Air"  Filtration  System*  that  removes  most  dust  and  pollen  from  the  cabin 

orld  class  features  in  a  MORE  AFFORDABLE  CLASS  OF  CAR.  Fhese  global  cars  will  be  available 
75   countries,   including   ours.    The  Ford  Contour  and  Mercury  M\stique-  Coming   September  29th. 

FORD  CONTOUR 
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POWER  TOOLS:  WHEN  BRITAIN'S  ENTERPRISE  OIL  TRIED  TO  TAKE  OVER  ANOTHER  PRODUCER,  LASMO,  IT  OFFERED  BLOCKS  OF  ADRS  TO  AMERICANS 


Special  Report 
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With  a  world  economic  recovery 
gathering  speed,  American  investors 
are  falling  in  love  with  overseas 
stocks.  And  thanks  to  the  sudden 
blossoming  of  the  American 
Depositary  Receipt— a  long-ignored 
instrument  that  makes  trading  in 
foreign  equities  quick  and  easy— 
they're  snapping  up  the  issues  of 
scores  of  small  and  large  companies 
from  Australia  to  Zimbabwe 
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TALK  SHOW 

It's  not  unlike  insisting  on  settling  the  fate  of  Jerusa- 
lem between  Arabs  and  Israelis. 

—Federal  mediators'  memo  on  the  baseball  salary  cap  issue.  The 
White  House  declined  on  Sept.  7  to  intervene  in  the  strike 
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HOT  SEAT:  Gonzalez  is  drawing  gru 


mbl 


SLUGFESTS 

GUNNING 
FOR  GONZO 


H: 


ouse  Banking  Chairman 
Henry  Gonzalez  (D-Tex.), 
one  of  the  most  irascible  and 
quixotic  leaders  in  Congress, 
may  be  facing  another  fight 
to  retain  his  gavel.  With  long- 
standing grumbling  among 
committee  members  resurfac- 
ing about  the  outspoken  pop- 
ulist, there  is  new  talk  about 
a  challenge  to  his  chairman- 
ship after  the  midterm  elec- 
tions. Eyes  are  on  Represen- 
tative Bruce  Vento  (D-Minn.), 
who  made  an  unsuccessful  run 
at  "Gonzo"  four  years  ago. 

Ongoing  complaints  include 
Gonzalez'  abrasive  style  and 
refusal  to  coordinate  with  fel- 
low members.  His  assaults  on 
the  Federal  Reserve  have 
made  him  powerful  enemies 


within  the  central  bank. 
And  his  heavy-handed 
partisanship  in  running 
the  House  Whitewater 
hearings— with  tight 
limits  on  GOP  question- 
ing—helped embarrass 
the  Democrats  by  mak- 
ing them  look  eager  to 
cover  up  for  the  Clin- 
ton Administration. 
Removing  a  sitting 
chairman  is  never  easy.  And 
Capitol  Hill  observers  bet  the 
committee's  recent  success- 
es—including expected  pas- 
sage of  interstate  banking  re- 
form—would help  Gonzalez 
win.  A  spokesman  for  Vento 
says  the  Congressman  has  no 
plans  for  a  coup.  A  Gonzalez 
spokeswoman  says  she  has 
"heard  nothing"  about  a  po- 
tential challenge.  Amy  Barrett 


SICKNESS  AND  HEALTH 

BUT  WHERE  ARE  THE 
PATIENTS? 


A gleaming  temple  to  high- 
tech medicine  on  the  out- 
skirts of  Glasgow,  opened  last 
spring  by  two  former  Har- 
vard Medical  School  profs,  is 
virtually  empty.  The  Health 
Care  International  hospital  ad- 
mits it  needs  50%  occupancy 
to  break  even.  It  has  10%. 

The  $279  mil- 
lion medical  com- 
plex is  aimed  at 
a  wealthy  global 
clientele.  The 
hospital  boasts 
state-of-the-art 
equipment  and 
even  a  four-star 
hotel  with  a 
swanky  bar. 
Thanks  to  lower 


Scottish  labor  costs  and  gov 
ernment  subsidies,  it  charge: 
one-third  less  than  compar 
able  U.  S.  hospitals  for  intri 
cate  procedures. 

Critics  say  the  problem  i, 
marketing— which  HCI  is  work 
ing  on  by  trying  to  get  sucl 
groups  as  the  Saudi  roya 
family  to  sign  up  for  a  medi 
cal  plan.  Insisting  it  will  bi 
profitable  by  1995,  HCI  plan 
to  raise  $25  million  in  fresl 
capital  this  fall.    Julia  Flym 


AN  OLD  REMEDY  at  Glasgow's  high-tech  hospital 


AFTERLIVES 

A  ZOMBIE 
WITH  ZIP 


Return  of  the  dead?  N. J. 
Nicholas,  former  co-CEO 
of  Time  Warner,  is  devoting 
his  time  and  money  to  a  com- 
pany called  Zombie.  Nicholas, 
who  recently  became  the  ma- 
jority investor  in  this  Seattle- 
based  virtual-reality  startup, 
also  is  a  Zombie  adviser  and 


director.  He  won't  say  how 
much  he  has  put  in,  but 
there's  a  lot  available.  His 
severance  package  from  Time 
Warner,  where  he  was  ousted 
in  1992:  $18.7  million. 

Zombie  is  developing 
virtual-reality  technolo- 
gy for  home  computer 
and  video  games.  The 
name  is  an  in-your-face 
to  critics  who  say  video 
games  turn  kids  into 
the  living  dead.  Co- 


founders  Joanna  Alexandei 
and  Mark  Long,  who  hookec 
up  at  the  David  Sarnoff  Re 
search  Center,  found  it  easj 
to  get  Nicholas  to  invest 
Nicholas,  55,  helpec 
launch  HBO  for  Time 
and  has  a  big  interes 
in  new  media  ventures 
"After  30  years  of  do 
ing  the  huge  corporatf 
thing,  this  is  the  flit, 
side,  and  it's  lots  o 
fun." 


PICKING  THE  PREZ 


NOW  THIS  IS  AN  'A'  LIST 


Why  not  pick  a  President 
the  way  companies  find 
CEOs— with  headhunters? 
That's  the  notion  in  a  new 
book  that  disdains  the  Presi- 
dents the  current  system  of- 
ten produces.  For  The  Second 
American  Revolution,  ad  hon- 
chos  James  Patterson,  chair- 
man of  J.  Walter  Thompson, 
North  America,  and  Pe- 
ter Kim,  v'ce-chairman 
of  McCann-Erickson 
Worldwide,  had  execu- 
tive searchers  Gilbert 
Tweed  Associates  of  New 
York  assemble  a  seven- 
name  short  list  of  those 


with  the  right  leadership,  in- 
tegrity, and  vision. 

Making  the  roster  are  two 
prominent  corporate  leaders: 
Sara  Lee  CEO  John  Bryan 


and 


Merck 


Chairman  Roy  Vagelos.  The 
authors  laud  them  for  busi- 
ness acumen  and  social  con- 
science. The  others  on  the 
list  have  served  as  public  of- 
ficials (table).  Only  one  has 
run  for  President  (in  1988), 
Jack  Kemp,  but  he  may 
not  attempt  an- 
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HEADHUNTERS'  PRESIDENTIAL  PICKS 

1.  JACK  KEMP  EX-HUD  SECRETARY 

2.  JOHN  BRYAN  SARA  LEE  CEO 

3.  ANN  RICHARDS  TEXAS  GOVERNOR 

4.  WARREN  RUDMAN  EX-SENATOR 

5.  DONNA  SHALALA  HHS  SECRETARY 

\  6.  ROY  VAGELOS  MERCK  CHAIRMAN 

7.  BARBARA  JORDAN  EX  REPRESENTATIVE 

DATA:  JH[  SfCONO  AM&IUH  MOLUTION  BY  JAMES  PATTERSON  AND  PETER  KIM 


other  race  in  1996  (page  47) 
The  authors'  system  isn' 
exactly  democratic.  While  fo 
cus  groups  of  regular  folk 
specified  the  desirable  Ova 
Office  qualities,  the  headhunt 
ers  compiled  the  list,  whicl 
is  diverse  in  ideology,  gender 
and  race.  Another  poll  o 
1,067  people  ranked  the  sev 
en.  Kemp  was  No.  1  witl 
27%;  Bryan  No.  2  at  16%.  Wil 
the  two  corporate  chiefs  con 
sider  politics?  "Oh,  mj 
goodness,  no,"  says 
'  Bryan  spokeswoman.  La 
'  ments  Kim:  "Not  enougl 
candidates  with  thes< 
people's  character  an 
willing  to  enter  publi 
life."    Richard  S.  Dunhan 
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AFTER  ALL  IT'S  EUROPE'S  BEST  KEPT  SECRET 


CYPRUS! 


In  1975  Cyprus  began  offering  innovative  incentives  to  companies  wishing  to  manage 
their  international  affairs  from  its  shores.  At  the  time  a  few  pioneering  enterprises  had  the 
foresight  to  see  Cyprus'  potential.  They  have  since  been  joined  by  many  of  the  world's 
leading  multinationals.  Indeed,  the  growth  of  the  offshore  sector  has  been  phenomenal. 


For  more  information  about  Cyprus  please  contact: 


THE  CENTRAL  BANK  OF  CYPRUS 

international  Division 

P  O.Box  5529,  Nicosia,  Cyprus 
Telephone:  357  2  445281  (ext.  216] 
Fax:  357  2  472012,  Telex:  2424  Central  Cy 


NEW  WORLD  ORDER 

THE  KOREAS:  WILL 
THE  WALLS  FALL? 


iHihe  pressure  is  on  Seoul  to 

I  let  South  Korean  business 
break  down  the  walls  separat- 
ing the  two  Koreas.  If  the 
U.  S.  and  North  Korea  main- 
tain momentum  at  upcoming 
talks  over  nuclear  arms  and 
diplomatic  ties,  South  Korean 


DEALS?  The  South  wants  Kim's  cheap  labor 


executives  expect  their  gov- 
ernment to  permit  a  burst  of 
deals  with  the  regime  of  Kim 
Jong  II. 

The  chaebol.  South  Korea's 
huge  conglomerates,  are  ea- 
ger to  win  access  to  the 
cheap,  disciplined  labor  of  the 
North  to  offset  soaring  labor 


costs  in  the  South.  South  Ko- 
rean makers  of  textiles,  foot- 
wear, and  other  low-end  prod- 
ucts have  lost  out  to  cheaper 
competition  from  China. 

South  Korean  companies 
have  been  painstakingly  build- 
ing connections  in  the  North, 
often  through  third  parties. 
Daewoo  has  agreements  with 
Pyongyang  to  set  up  eight  in- 
dustrial facilities  once  it  gets 
Seoul's  0.  K.  Hyundai  is 
studying  tourism  and  a  ship- 
repair  project.  And  there's  a 
plan  for  a  natural-gas  pipeline 
from  Russia  to  Ja- 
pan via  the  Kore- 
an peninsula. 

But  Japan  could 
complicate  this 
surge  in  intra-Ko- 
rean  business.  The 
South  fears  that 
Japan  might  start 
competing  with 
them  in  manufac- 
turing low-cost 
components  in  the  North's  in- 
dustrial parks  or  trade  zones. 
Japanese  officials  say  that  To- 
kyo would  even  look  kindly 
on  paying  war  reparations  to 
the  North.  In  the  1960s,  Seoul 
received  $500  million  from 
Tokyo  for  Japan's  military 
occupation.    Laxmi  Nakarmi 


TIMESERVERS 


AHD  THE  LANDSCAPE  IS  A  KILLER 


Want  to  know  about  vis- 
iting Iowa?  Ask  a  con- 
vict. Prisoners  in  other  states 
may  be  stamping  out  license 
plates,  but  in  Iowa  they  field 
calls  for  tourism  information. 


Working  for  40C  to  70C*  an 
hour,  the  inmates  have  helped 
the  state's  tourism  division 
cut  costs  by  25%  since  the 
program  got  under  way  in 
January,  says  Iowa  tourism 


official  Nancy  Landess.  Al- 
though a  few  other  states 
have  employed  minimum-se- 
curity prisoners  to  answer 
tourism  calls,  Iowa  is  the  first 
to  use  murderers  and  armed 
robbers,  says  Ken  Wittry,  an 
official  at  the  state's  Fort 
Madison  penitentiary. 

So  far  there  have  been  no 
complaints  from  callers,  who 
have  no  way  of  knowing  they 
are  talking  with  convicts.  In- 
mates are  screened  for  phone 
aptitude  before  they  join  the 
program,  then  undergo  train- 
ing on  telephone  etiquette, 
the  computer  and  phone  sys- 
tems, and  Iowa  facts.  The 
hardest  thing  for  the  inmates 
to  cope  with  has  been  the 
tourists'  upbeat  attitude.  Says 
Landess:  "They  aren't  used  to 
people  telling  them  to  have  a 
good  day."      Susan  Chandler 


AND  QUARTERED 


Hm  FRcM  TWee  ftftKY 


BURIED  TREASURE 

SCRUTINY 

ON  THE  BOUNTY 


^Pen  years  ago,  the  discov- 

■  ery  of  the  treasure-laden 
pirate  ship  Whydah,  which 
sank  off  Cape  Cod  in  1717, 
sparked  a  media  frenzy.  Self- 
described  treasure  hunter  /  

Barry  Clifford  raised  $6  ^  ^> 
million  from  investors  to  t^*^. 
reclaim  the  buccaneers'  boo- 
ty. Based  on  a  number  of 
gold  and  silver  coins  found 
at  the  site,  Clifford  estimat- 
ed it  to  be  worth  $400  mil- 
lion. Since  then,  none  of  the 
investors  in  Clifford's  Why- 
dah Partners  has  seen  one 
doubloon  of  return. 

What  happened?  Well,  they 
finished  excavating  the  ship's 
goods  in  1988.  There  wasn't 


as  much  as  Clifford  h 
thought— even  his  experts  < 
timate  the  swag  to  be  wor 
at  most  $4  million,  likely  f 
less.  Clifford  didn't  retu 
calls  but  now  seems  to  wa 
to  put  what  treasure  there 
on  display.  Now,  it's  in  a  Pr 


vincetown  (Mass.)  museui 
The  investors  are  peeved  b 
paralyzed.  Their  lawyers  to 
them  the  expense  of  suii 
Whydah  Partners  wouldn't 
worth  the  measly  return. 


THE  BIG  PICTURE 


THE  How  well  do  you  handle  your  personal  finances? 

IIAIICV  ^  survey  shows  that  most  Americans  think  they  do 

"  2?mmm  an  exce"ent  iOD  °f  PaYm9  bills,  but  few  think  they 

UAHlE  do  a  good  job  getting  the  best  return  on  savings. 


FINANCIAL  TASKS  HANDLED 
WELL  MOST  OFTEN 

Paying  bills 
on  time 


51 


Staying  out 
of  debt 

35% 

Balancing 
checkbook 

35% 


FINANCIAL  TASKS  HANDLED 
WELL  LEAST  OFTEN 


Saving 
money 

18% 

Planning  for 
retirement 

17% 

Best  return 
on  savings 

13% 


DATA:  DAVID  MICHAELSON  S  ASSOC  FOR  MASTERCARD  INTERNATIONAL,  INC 


FOOTNOTES 

Personal-computer  unit  shipments  for  home  use,  1993:  5.3  million;  1996  (est.):  9.8  million;  1998  (est.):  13.9  million 
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UP  FRC 


Global 
Excellence: 
A  warm  welcome 

extended  in 
400  city  offices 
worldwide. 


Step  into  one  of  the  400  city  ticket  offices  of  Delta  Air  Lines,  Singapore  Airlines  or  Swissair  all  over 
the  world,  and  you  can  count  on  friendly  assistance  and  responsive  service  as  you  book,  confirm  or 
reschedule  any  flight  with  any  of  us.  That's  because  the  smile  that  counts  most  is  yours. 


A.DELTA 

SinGAPORE  •  tw 

AIR  LINES     AiRunes  Swissair^ 


GLOBAL  EXCELLENCE 


WHEN  ASKED 


WHAT  THEY 


HATE  MOST 


ABOUT  THEIR  JOBS, 


9  OUT  OF  10 


PEOPLE 


DESCRIBE  OURS. 


No  kidding!  We're  ADP,  the  people  who  make  a 
living  doing  what  many  feel  are  the  most  tedious 
and  grueling  aspects  of  their  own  jobs.  In  fact, 
250,000  employers  (both  large  and  small)  count 
on  us  for  that  and  a  lot  more. 

If  there's  a  burdensome  task  that  has  any- 
thing to  do  with  payroll,  employee  recordkeeping 
or  regulatory  compliance,  we  can  help.  We'll  work 
with  you  to  analyze  your  needs,  and  design  con- 
venient solutions  that  fit  the  way  you  do  business. 


Whether  you're  in  one  location  or  500.  Prefer 
using  your  own  PCs,  mainframes,  or  even  third 
party  systems.  Do  all,  some  or  none  of  the  work 
yourself.  Our  wide  choice  of  software  and  out- 
sourcing solutions  makes  it  easieron  you. 

So  call  now  for  a  free  subscription  to  our 
newsletter.  Or  to  see  how  you  can  enjoy  the  more 
rewarding  parts  of  your  job  while  we  take  care  of 
the  things  you  hate  most.  (Except  plumbing, 
of  course!) 


1  800  CALL  ADP  ext.  315 
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JOB  KILLERS: 

WHAT  KUTTNER  MISSED 


Robert  Kuttner's  commentary  "Where 
have  all  the  good  jobs  gone?"  (Eco- 
nomic Viewpoint,  Aug.  29)  misses  one  of 
the  most  important  reasons  that  the 
U.  S.  generates  more  new  service  jobs 
than  new  manufacturing  jobs:  Ameri- 
can taxes.  Manufacturing  jobs  require 
capital  investments  that  can  reach  sever- 
al hundred  thousand  dollars  per  worker. 
Yet  the  U.  S.  taxes  capital  much  more 
heavily  than  income. 

Capital-gains  taxes,  just  by  treating 
inflationary  gains  like  real  gains,  takes 
1%  to  2%  per  year  of  capital,  amounting 
over  the  last  25  years  to  a  quarter  of 
existing  American  capital.  While  capi- 
tal-gains taxes  can  be  deferred  by  not 
selling  assets,  that  has  the  perverse  con- 
sequence of  immobilizing  capital  and  pre- 
venting its  efficient  investment.  Income 
taxes  on  businesses,  by  focusing  on  prof- 
its rather  than  revenues,  reward  poorly 
run  companies  and  penalize  well-run 
companies,  again  distorting  the  efficient 
use  of  capital. 

A  flat-rate  consumption  tax  on  individ- 
uals would  allow  the  retention  and 
growth  of  capital  that  is  needed  to  cre- 
ate good  manufacturing  jobs  for  Ameri- 
can workers. 

Daniel  E.  Cullen 
Princeton,  N.  J. 

Kuttner  must  have  missed  the  most 
serious  job-killer  of  all:  increased 
government  regulations  and  mandates 
that  raise  the  cost  of  hiring. 

Michael  J.  Gallagher 
Spring  Grove,  111. 

ROCHESTER'S  RALLY  AROUHD 

'PURE  COMMUNITY  RATING'  

The  commentary  "Keeping  the  health 
plan  from  kicking  the  bucket"  by 
Mike  McNamee  (Top  of  the  News,  Aug. 
29)  asserts  that  "pure  community  rat- 
ing," where  all  insured  pay  the  same 
premium  for  the  same  coverage,  is  un- 
fair to  younger  workers  and  drives  them 
out  of  the  market.  In  fact,  we  know 
from  experience  in  greater  Rochester 


that  this  is  not  the  case.  Pure  comrni 
nity  rating  has  kept  everyone's  eye  c 
the  real  issues  of  community  capacit 
and  community  need  rather  than  ei 
couraging  everyone  to  try  to  maximi2 
their  benefit  at  the  expense  of  other; 
Not  only  are  our  premiums  two-thirds  < 
the  national  average,  but  our  rate  < 
uninsured  is  half  or  less  than  half  th 
national  average.  Other  communities  an 
the  nation  would  do  well  to  emulate  th 
model. 

Rene  H.  Reixac 
Executive  Directc 
Finger  Lakes  Health  Systems  Agenc 
Rochester,  N. 

SIX  BILLION  PEOPLE 
ON  THE  PLANET?  HAH 


Why  does  nobody  question  thj 
premise  behind  "Too  many  ped 
pie?"  (Social  Issues,  Aug.  8)?  World  poJ 
ulation  figures  are  a  compilation  of  datj 
supplied  by  member  nations,  many 
which  have  had  no  census  for  decadeJ 
Others  have  built-in  political  biasej 
while  some  have  never  had  a  census 
all.  We  are  left  with  estimates  by  go\| 
ernments,  all  of  which  have  a  moth 
for  exaggeration— more  aid,  more  inves| 
ment,  more  importance. 

There  are  a  great  many  proxies  whic 
indicate  population  densities— food,  erl 
ergy,  money  in  circulation.  These  sud 
gest  that  were  there  really  the  6  bil 
lion  alleged,  famine  and  hardship  woull 
be  far  greater  than  it  manifestly  is.  Pojj 
illations  simply  do  not  exceed  levels  wa 
ranted  by  the  available  resources.  Postuj 
lating  a  world  crisis  gives  wonderfij 
excuses  for  expensive  conferences  ir 
stead  of  tackling  chronic  local  probler 
among  the  probable  4  billion. 

J.  Richard  Grahaii 
Londo| 

DISCOUNT  STOCKS:  A  NOTE 
ON  THIRD-MARKET  COSTS 

Suzanne  Woolley's  article  "Are  supe: 
deep  discounters  as  cheap  as  the; 
seem?"  (Finance,  Aug.  29)  was  (uninter 
tionally,  I  am  sure)  misleading.  She  quol 
ed  a  broker  at  a  "traditional"  discounte 
who  said  that  the  third-market-execu 
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TRW's  automotive  sales  have  more  than  doubled 
er  the  past  nine  years.  I  believe  a  key  to  that  growth 
our  ability  to  develop,  design,  test,  and  manu- 
cture  systems.  Having  whole-system  capability 
eans  we  bring  an  unmatched  breadth  of  knowledge, 
perience,  and  skill  to  our  customer's  team. 

In  occupant  restraints,  for  instance,  TRW,  with 
;  worldwide  subsidiaries,  is  the  only  company 
lywhere  that  designs,  tests,  and  manufactures  a 
unplete  restraint  system  —  seat  belts,  air  bags, 
ash  sensors,  diagnostics.  We  know  how  the  total 
stem  functions.  By  testing  and  analyzing  and 
milating  crash  events,  we  optimize  performance 

all  parts  of  the  restraint  system.  The  result  is 
at  TRW  can  efficiently  produce  the  most  effective 
straint  products  in  the  world. 

To  be  the  strongest  possible  partner  for  auto- 
obile  manufacturers,  a  supplier  must  know  how 

integrate  all  related  technologies  into  a  total 
hide  system.  That's  TRW's  special  strength.  TRW 


pioneered  systems  integration  in  the  aerospace 
industry.  In  our  automotive  businesses,  this  core 
competency  has  made  us  a  leading  supplier  of 


TRW  AUTOMOTIVE  SALES  WORLDWIDE 


Steady  increase  in  TRW  automotive  sales  is  supported  by 
TRWs  systems  capabilities. 

steering  and  suspension  systems,  valve  train  systems, 
electronic  systems,  and  occupant  restraint  systems. 

By  designing  and  manufacturing  systems,  we 
have  more  to  offer  our  customers.  Our  whole-system 
focus  is  one  of  the  major  reasons  for  TRW's  success. 

Automotive.  Aerospace.  Information.  Innovation. 


ftXWW 


■r  a  TRW  Annual  Report,  write  TRW  Inc.,  Dept.  C,  1900  Richmond  Rd.,  Cleveland,  Ohio  44124-3760 

W  Inc .  1994  TRW  is  the  name  and  mark  of  TRW  Inc 


tions  cost  of  a  2,000-share  order  was 
one-eighth  higher  on  the  third  market 
than  it  would  have  been  if  the  order 
had  been  placed  on  the  New  York  Stock 
Exchange. 

There  is  no  way  that  anyone  can  be 
certain  that  the  price  obtainable  on  a 
2,000  share  order  on  one  market  would 
be  one-eighth  better  than  that  on  an- 
other market— unless  two  orders  for 
2,000  shares  were  placed  at  exactly  the 
same  time  on  each  market. 

Many  full-service  firms  and  "tradi- 
tional" discounters  are  paid  for  order 
flow.  It  isn't  just  the  deep  discounters 
that  receive  payment  for  order  flow.  It 
is  the  deep  discounters,  however,  who 
pass  through  the  benefits  of  order  flow 
by  reflecting  the  payments  in  reduced 
commissions. 

George  A.  Brown 
Chairman  &  CEO 
Brown  &  Co. 
Boston 

OVERSNEERING  AT  'OVERSTATED' 
PRODUCTIVITY  GAINS  

Regarding  your  article  "The  'revolu- 
tion' in  U.  S.  productivity  may  be 
overstated"  (Economic  Trends,  Aug.  29), 


CORRECTIONS  &  CLARIFICATIONS 

"Investment  Info,"  the  Bulletin  Board 
item  with  Technology  &  You  (Sep.  5), 
gave  the  wrong  Internet  address  for 
Quote.Com  Inc.,  a  provider  of  finan- 
cial information.  The  correct  address  is 
info@quote.com. 


the  economist  David  A.  Wyss  chooses 
to  view  his  personal  computer  as  a  re- 
placement for  his  $129  typewriter  and 
not  as  a  replacement  for  the  $3  million 
IBM  7094  mainframe.  If  all  the  7094 
mainframe  did  was  crunch  numbers, 
then  couldn't  it  be  viewed  as  mostly  a 
replacement  for  a  few  $500  adding 
machines? 

If  so,  wouldn't  that  then  mean  that 
the  productivity  gains  in  the  1960s 
were  also  overstated? 

After  all,  the  adding  machine  and 
the  typewriter  themselves  are  nothing 
but  replacements  for  the  even  cheaper 
and  older  pencil  and  pen.  Therefore, 
does  that  suggest  that  all  gains  in 
productivity  have  merely  been  over- 
stated? 

Peter  G.  Stamoolis 
Bethel  Park,  Pa. 


HOW  MANY  AIRCRAFT  CARRIERS 
DO  WE  NEED?  

Your  "Reality  Check"  is  normally  ; 
excellent  feature  because  it  stic 
to  ascertainable  facts.  But  the  "Realiil 
Check"  on  why  we  need  fewer  aircra! 
carriers  (Up  Front,  Aug.  29)  veers 
rectly  into  opinions  and  half-truths.  T 
fact  that  cruise  missiles  worked  in  t 
gulf  war  has  no  more  relevance  to  t 
need  for  aircraft  carriers  than  it  does 
the  need  for  tanks.  I  also  have  to  wo 
der  what  exactly  constitutes  a  "dimi 
ished  threat"?  Twenty  years  ago,  the: 
was  only  the  Soviets  and  the  Chines 
Now  there  is  plutonium  being  smuggl 
from  Russia,  nuclear  weapons  b 
made  in  North  Korea,  Iranian-sponsor 
terrorism  in  the  Middle  East  and  els 
where,  civil  wars  in  Africa,  drug  wars 
South  America,  and  instability  in  t 
former  Soviet  bloc.  Is  the  world  safer 
day?  My  personal  reality  check  says  n< 
David  Hagaj 
San  Diegj 
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You  state  that  Air  Force  F-lll  jet*' 
from  Britain  carried  out  the  198| 
raid  on  Libya.  The  majority  of  the  aiij 


JUST  BECAUSE  YOU  HAD  THE  VISION 

To  Build  The  Company  doesn't  Mean  you 
Mk    "  Have  TO  Lay  The  Bricks.  , .  zmkMm 


And  just  because  you  need  network  solutions  doesn't  mean  you  have  to  build  the 
network.  Advantis  offers  a  full  spectrum  of  Custom  Network  Solutions,  structured 
to  save  you  time,  money  and  resources.  Selecting  the  right  outsourcing  partner  is 
critical,  and  since  netwoiking  is  our  only  business,  Advantis  has  the  experience  to 
be  that  partner  for  you.  We  already  provide  a  wide  range  of  network  solutions, 
including  Internet  access,  Network  Services  like  leased  line,  dial  and  wireless 


connectivity,  high  bandwidth  data  and  voice  applications,  and  E-mail  and  1 
messaging  services  to  more  than  1 3,000  companies  and  1 .5  million  users.  Thrcfl 
Advantis  and  its  affiliates  around  the  world,  Advantis  customers  have  accesto 
networking  solutions  in  700  locations  in  more  than  90  countries.  The  expertisBf 
3,000  skilled  networking  professionals  can  develop  the  nght  voice  and  data  netv ' 
solution  for  your  company.  We  can  design,  implement  and  operate  your  netw 


A  my  Borrus  is  to  be  commended  for 
Mher  insightful  comments  in  "Real- 
,  |  Check,"  and  BUSINESS  WEEK  is  to  be 
mmended  for  having  the  intestinal  for- 
;ude  to  publish  her  remarks.  Recall 
at  the  "two  major  regional  wars,  near- 
simultaneous"  scenario  is  a  product 
the  Clinton  Administration,  designed 
hold  defense  budgets  at  90%  of  cold- 
ar  levels.  The  Navy  12-carrier  reac- 
Bi  is  in  line  with  that  "party  line."  The 
/o-war  scenario  has  no  basis  in  fact  or 
:tion.  Rejection  of  the  scenario  and  re- 
sion  of  the  bottoms-up  review  might 
ive  $5  billion  per  year  against  the  car- 
er program,  but  applied  to  all  services 
id  strategic  enhancement  programs 
ould  save  approximately  $150  billion 
3r  year. 

Thomas  E.  Murray  Jr. 
San  Jose,  Calif. 


CLEARING  THE  SMOKE 
OVER  SOME  CANCERS 


Some  points  need  clarification  in  "The 
number  crunchers  drug  makers  fear 
and  love"  (Science  &  Technology,  Aug. 
22).  We  have  never  attributed  to  smok- 
ing any  rises  in  U.  S.  cancers  of  the 
brain,  breast,  or  testicles;  our  meta-anal- 
ysis of  drugs  are  not  sponsored  by  ei- 
ther the  Wellcome  Foundation  or  drug 
makers;  and  quotations  from  us,  such 
as  "We  must  be  saving  a  few  tens  of 
thousands  of  lives  a  year  in  breast  can- 
cer" (or,  elsewhere,  "millions  from 
death")  actually  referred  to  the  achieve- 
ments of  the  medical  profession  in  gen- 
eral, not  just  two  individuals. 

Richard  Peto 
Rory  Collins 
University  of  Oxford 
Oxford,  England 

INCOMNET'S  SALES  REPS 

ARE  UP,  ACTUALLY  

Your  article  ("A  phone  company  with 
the  wrong  kind  of  hum,"  Finance, 
Aug.  15)  alleges  that  Incomnet  is  in  trou- 
ble because  "sales  representatives  are 
leaving  in  droves,  some  griping  the  com- 
pany hasn't  paid  them." 

Incomnet  has  experienced  a  substan- 


tial net  increase  in  independent  sales 
reps  in  the  first  two  quarters  of  1994 
and  has  continued  signing  up  new  reps 
at  a  record  pace  in  the  first  month  of 
the  third  quarter.  While  it  is  true  that 
we  lost  reps  in  Northern  California,  the 
total  damage  is  about  $500,000— and  our 
company  has  already  recorded  earnings 
of  $1.6  million  in  the  first  half  of  1994. 

To  say  that  reps  are  leaving  in  droves 
when  we  increase  our  base  of  reps  al- 
most weekly  is  a  distortion. 

Stephen  A.  Caswell 
Vice-President 
Incomnet 
Woodland  Hills,  Calif. 
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COMPETING  FOR  THE  FUTURE 

By  Gary  Hamel  and  C.K.  Prahalad 

Harvard  Business  School  Press  •  327  pp  •  $24.95 

'CORPORATE  ANOREXIA': 
A  LACK-OF  FORESIGHT  SAGA 


For  years  now,  cost  reduction  has 
been  a  preoccupation  of  manage- 
ment. So  much  so  that  a  panoply  of 
buzzwords  has  emerged  to  describe  it: 
restructuring  and  reengineering,  down- 
sizing and  rightsizing.  But  there  has 
been  surprisingly  little  focus  on  future 
growth. 

In  Competing  for  the  Future,  a  pair 
of  well-known  academics  take  top  execu- 
tives to  task  for  their  eagerness  to  cut 
rather  than  creatively  build  their  busi- 
nesses for  the  future.  Downsizing,  the 
authors  say,  is  the  equivalent  of  "corpo- 
rate anorexia."  It  can 
make  a  company  thinner, 
but  not  necessarily 
healthier. 

That's  not  an  unusual 
criticism  these  days.  Au- 
thors Gary  Hamel  and 
C.  K.  Prahalad,  however, 
make  it  in  the  context  of 
a  challenge  to  executives 
to  develop  the  foresight 
needed  to  shape  industry 
evolution.  And  they  offer 
up  a  convincing  and  in- 
sightful blueprint  to  get 
managers  excited  about 
that  future. 

At  a  time  when  many 
companies  continue  to  lay 
off  thousands  in  massive 
reengineering  exercises, 


tencies"  (building  up  and  leveraging  the 
corporation's  key  skills)  will  be  seeking 
deeper  explanations  of  these  ideas.  Yet 
newcomers  must  be  led  carefully  into 
the  dense  prose  endemic  in  management 
books  written  by  academics. 

By  and  large,  the  authors  succeed. 
They're  often  as  entertaining  in  book 
form  as  they  are  in  the  classroom.  Much 
to  their  credit,  Hamel  and  Prahalad  are 
not  afraid  to  offend  corporate  conven- 
tions or  laggards.  They  argue,  for  exam- 
ple, that  the  most  aggressive  downsizers 
in  recent  years— such  companies  as  IBM, 


I  he  authors  argue 
that  top  executives 
have  been  too  eager  to 
downsize,  putting 
industry's  fate  at  risk 


this  is  a  book  that  deserves  widespread 
attention.  No  doubt,  it  will  get  it.  Both 
authors  are  articulate,  engaging  profs 
at  prominent  business  schools:  Hamel 
at  London  Business  School,  Prahalad  at 
the  University  of  Michigan.  Thousands  of 
executives  have  been  exposed  to  their 
unconventional  thinking  in  the  pair's  riv- 
eting executive-education  courses. 

The  writers  also  have  been  consul- 
tants at  such  corporations  as  at&t,  Mot- 
orola, Ford  Motor,  and  Whirlpool.  And 
they  have  co-authored  seven  Harvard 
Business  Review  articles,  including  the 
most  reprinted  piece  in  the  history  of 
the  review,  "The  Core  Competence  of 
the  Corporation."  All  told,  it's  a  recipe 
for  a  future  best-seller. 

This  visibility  also  means,  however, 
it  the  expectations  for  this  book  are 
1  leaders  already  familiar  with  such 
Hamel-Prahalad  concepts  as  "core  compe- 


Eastman  Kodak,  General  Motors,  and 
Westinghouse— are  largely  a  "rogues'  gal- 
lery of  undermanaged  or  wrongly  man- 
aged companies."  Even  some  of  their 
own  consulting  clients,  such  as  AT&T  and 
Kodak,  are  not  spared  sometimes  harsh 
criticism.  AT&T,  they  point  out,  had  to 
bid  $12.6  billion  to  buy  at  a  substantial 
premium  McCaw  Cellular  Communica- 
tions Inc.  because  it  missed  the  opportu- 
nity to  enter  the  cellular-telephone  busi- 
ness in  the  early  1980s. 

Indeed,  the  inability  of  many  manag- 
ers to  look  ahead  for  ways  to  reinvent 
their  industries  has  led  to  both  costly 
blunders  and  monumental  catch-up  costs. 
The  authors  blame  executives  for  being 
overly  insular  as  well  as  for  adhering 
to  conventions  of  corporate  strategy. 

For  decades,  strategists  have  spent 
most  of  their  time  figuring  out  how  to 
position  products  and  businesses  within 


existing  industry  structures.  Hamel  ar 
Prahalad  argue  that  strategy  should  lx| 
about  changing  the  industry's  rules  <| 
creating  tomorrow's  industries. 

The  authors'  premise:  A  company  cA 
control  its  own  destiny  only  if  it  unde| 
stands  how  to  control  the  destiny  of  i 
industry.  To  do  so,  it  must  change 
some  fundamental  way  the  rules  of 
industry,  much  like  discount  brok 
Charles  Schwab  did  in  the  brokeraj 
and  mutual-fund  businesses.  Or  it  mu 
redraw  the  boundaries  between  indu 
tries,  the  way  they  say  Time  Warm 
Inc.,  Electronic  Arts  Inc.,  and  other  cor 
panies  are  trying  to  do  in  the  field  • 
"edutainment." 

These  ideas  suggest  sometimes  bo 
and  courageous  moves  that  few  corp 
rate  managements  can  stomach.  But  tr  1 
authors  maintain  that,  in  their  word  ^ 
"getting  to  the  future  first"  is  prefe  "i 
able  to  being  a  prudent  follower,  waitir  * 
for  "the  other  guy  to  make  the  mi 
takes."  By  entering  tr 
laptop-computer  businei 
half  a  decade  after  Tosh 
ba  and  Compaq,  for  e: 
ample,  IBM  ceded  millioi 
of  dollars  of  profits  to  it 
rivals.  Similarly,  comp; 
nies  such  as  Samsung  an 
Goldstar  have  captured 
much  smaller  percentag 
of  profits  in  videocassett 
recorders    than  lead 
Matsushita. 

Rethinking  existing  ii 
dustries  and  then  imph 
menting  strategies  to  tak 
advantage  of  change 
easier  said  than  done.  Y( 
Hamel  and  Prahalad  la 
out  questions  manager 
must  be  asking  to  gain 
point  of  view  about  the  future  and  cr< 
ate  a  blueprint  for  getting  there.  "Hoi 
do  we  want  this  industry  to  be  shape 
in  five  or  ten  years?  What  skills  an 
capabilities  must  we  begin  to  build  no\ 
if  we  are  to  occupy  the  industry  hig 
ground  in  the  future?  And  how  shoul 
we  organize  for  opportunities  that  ma 
not  fit  neatly  within  the  boundaries 
current  business  units  and  divisions?' 

All  in  all,  the  authors  want  such  if 
sues  to  preoccupy  today's  managers  wh 
sadly  seem  more  interested  in  laying  o. 
workers  and  controlling  costs  than  pul 
ting  those  same  employees  to  wor 
creating  future  products  and  markets! 
It's  a  valuable  and  worthwhile  tonic  fo 
devotees  of  today's  slash-and-burn  schoc 
of  management. 

BY  JOHN  A.  BYRN' 
Senior  Writer  Byrne  unites  on  managi 
merit  topics. 
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.EGAL  AID 
>N  A  DISK 


f  legal  fees  put  a  dent  in 
your  business  budget,  a 
talk  with  your  attorney 
obably  conjures  up  an  im- 
;e  of  an  old-fashioned  taxi- 
3ter  ka-chunking  as  the  dol- 
rs  fly  away.  Technology 
n't  get  lawyers  out  of  your 
e,  but  it  can  make  dealing 
:th  legal  matters  easier  and 
ss  expensive. 

LegalPoint,  a  new  package 
r  Windows  from  startup 
sneron  Corp.,  is  based  on 
e  principle  that  most  paper- 
)rk  produced  by  lawyers  is 
1-in-the-blanks  boilerplate, 
le  $99  program  provides  the 
ilerplate,  offers  advice  on 
iw  to  fill  in  the  blanks, 
d  turns  out  prof' 
mal-looking  docu 
ents.  The  pro- 
am  will  not 
iminate  legal 
Js.  As  its  manu- 
forthrightly  de- 
ires:  "  Legal - 
tint  is  not  a 
bstitute  for  a 
iod  lawyer." 
rid  Teneron 
00  529-5669) 
isely  recom- 
ends  that  you 
.ve  your  attor- 
jy  review  any 
j  *al  documents 

I  iu  produce.  But 
|  does  let  you  to 

I I  your  own  para- 
?al  work  and  save  fees 
icause,  as  the  manual  puts 

"the  time  you  normally 
I  >end  explaining  what  you 
ant  to  a  lawyer  plus  the 
ne  it  takes  for  a  lawyer  to 
aft  the  document"  won't  be 
;  lied. 

'\  The  program  is  easy  to 
fart  up,  handily  passing  the 
'  i-manual  installation  test.  In- 
ji  ied,  only  a  quarter  of  the 
:0-page  manual  deals  with 
I  e  program;  the  rest  discuss- 
i!  i  legal  issues,  including  a 
I  lide  to  choosing  a  lawyer. 


LegalPoint  looks  like  a 
word  processor  and  can  be 
configured  with  menus  simi- 
lar to  those  used  by  Micro- 
soft Word  or  Lotus  Ami  Pro 
(WordPerfect  users  are  out  of 
luck).  You  start  by  selecting 
the  document  you  want  from 
a  menu  of  70  mostly  business- 
oriented  forms,  ranging  from 
a  bill  of  sale  to  an  employ- 
ment contract  to  a  partner- 
ship agreement.  On  screen, 
the  document  is  shown  in  a 
"what-you-see-is-what-you-get" 
format,  with  the  blanks  to  be 
completed  in  red. 

When  you  click  on  a  field 


to  be  completed,  the  program 
offers  you  suggestions.  In  the 
"employee  noncompete"  agree- 
ment form,  for  example,  the 
first  real  decision  you  must 
make  is  the  amount  of  time 
that  a  former  employee's 
activities  will  be  restricted. 
The  program  offers  a  choice 
of  12,  18,  or  24  months,  along 
with  the  advice  that  courts 
are  likely  to  reject  any  re- 
striction that  runs  for  more 
time  than  can  be  justified 


as  vital  to  your  business. 

If  you  want  more  extensive 
advice,  a  "business  law"  op- 
tion provides  summaries  of  le- 
gal topics  relevant  to  the  task 
at  hand.  Topics  for  an  employ- 
ment agreement  include  the 
Fair  Labor  Standards  Act  and 
the  Americans  with  Disabil- 
ities Act,  while  those  for  an 
equipment  lease  cover  a  sum- 
mary of  types  of  lease  agree- 
ments, the  Fair  Credit  Re- 
porting Act,  and  warranties. 

LegalPoint  lets  you  edit 
any  of  the  text  in  a  docu- 
ment. But  you  cannot  change 
the  document  template,  and 
the  program  does  not  offer  a 
convenient  way  to  insert 
your  own  boilerplate  text. 
You  can,  however,  move  a 
completed  form  to  your  word 
processor  to  add  material,  in- 
sert a  company  logo,  or  pol- 
ish the  formatting. 

If  your  legal  needs  are 
more  occasional  and  you're 
looking  for  something  a  bit 
cheaper,  you  might  consider 
It's  Legal  for  Windows  ($49) 
from  Parsons  Technology. 
It's  Legal  lacks  Legal- 
Point's  slick  interface,  and 
its  advice  is  more  limited 
and  harder  to  use.  It 
^  does  let  you  com- 
plete many  forms 
by  answering 
questions  rather 
than  filling  in 
blanks.  But 
^=Z?  Parsons  (800 
223-6925)  of- 
fers far  few- 
er business-specif- 
ic documents  than  the 
Teneron  product.  And  it  al- 
lows you  neither  to  edit  boil- 
er-plate text  nor  to  rework  the 
document  in  a  word  proces- 
sor. Overall,  It's  Legal  seems 
better  suited  to  home  use 
than  to  the  smaller  businesses 
that  are  LegalPoint's  target 
market. 

For  some  complicated  busi- 
ness needs,  even  LegalPoint 
won't  help  much.  For  in- 
stance, it  can't  handle  an  em- 
ployment agreement  that  in- 
volves compensation  in  stock. 
But  for  most  needs  of  a  small- 
er business,  the  software  can 
ease  both  the  pain  and  the 
cost  of  legal  affairs.  S.W. 
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MODEMS 

LAPTOP  LINK  

At  first  glance,  Konexx  204 
seems  to  be  a  great  leap 
backward.  Like  the  acoustic 
couplers  used  on  the  earliest 
portable  computers,  Konexx 
lets  your  computer's  modem 
connect  to  the  phone  system 
through  the  handset  rather 
than  a  plug  in  the  wall.  But  un- 
like its  predecessors,  the 
product  of  San  Diego's  Unlim- 
ited Systems  Corp.  (619  622- 


1400)  is  an  efficient,  easy-to- 
use  substitute  for  a  phone 
jack,  which  can  be  hard  to 
find  in  a  hotel  or  elsewhere 
on  the  road.  Its  design  allows 
it  to  be  used  with  handsets  of 
a  variety  of  shapes  and  sizes, 
a  strap  holds  the  unit  firmly  in 
place,  and  it  appears  to  be 
unaffected  by  ambient  noise 
at  speeds  up  to  14,400  bits 
per  second.  If  you're  nimble 
enough  to  balance  a  laptop 
on  your  arm,  it  can  even  be 
used  to  connect  through  a 
pay  phone.  The  six-ounce, 
7'/2-inch-long  Konexx  can  be 
a  valuable  addition  to  any 
traveler's  bag  of  tricks. 

TRAVEL  TIP 

THE  HOTEL  FAX  AS  PRINTER 

Reader  Rohn  J.  Miller  of  San 
Francisco  offers  a  tip  to  trav- 
elers who  need  occasional 
printouts  but  don't  want  to 
drag  a  printer  around:  Use  a 
fax  modem  to  send  your  doc- 
ument to  the  hotel's  fax.  Hotel 
fax  fees  can  be  pricey,  but  for 
a  few  pages,  the  weight  sav- 
ings may  be  worth  it. 


Questions?  Comments?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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Of  course  we're  glad  2i 
to  fly  with  us  this  year,  i 


0  Luft 


illion  of  you  chose 
list  mean  you  like  us. 
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HOW  NOT  TO  SAFEGUARD 
SOUTH  AFRICA'S  DEMOCRACY 


BY  RUDI  DORNBUSCH 


Events  could  tempt 
Pretoria  into 
adopting  economic 
populism — a 
shortsighted 
strategy  that  can 
only  undermine 
wage- levels 
further  on — 
and  thus 
democracy  itself 


RUDI  DORNBUSCH  IS  PROFESSOR  OF 
ECONOMICS  AT  MASSACHUSETTS 

INSTITUTE  OF  TECHNOLOGY 


When  majority  rule  swept  into  power 
in  South  Africa,  the  victorious 
broad  coalition  hoped  that  the  self- 
imposed  embargo  by  foreign  investors  would 
give  way  to  a  return  of  investment,  with  ben- 
eficial effects  for  both  economic  growth  and 
the  availability  of  foreign  exchange.  Multilater- 
al institutions  would  do  their  utmost  to  help 
accomplish  a  soft  landing  for  the  critical  dem- 
ocratic effort,  with  billions  in  International 
Monetary  Fund  and  World  Bank  money.  The 
timing  was  right:  World  economic  growth 
promised  to  turn  up,  and  with  a  troubled  dol- 
lar, gold  prices  were  doing  well. 

Unfortunately,  things  haven't  turned  out 
that  way.  The  budget  deficit  is  large— running 
to  at  least  6%  of  gross  domestic  product.  The 
immediate  influx  of  foreign  capital  didn't  mate- 
rialize, so  foreign-exchange  reserves  are  al- 
ready depleted.  Foreign  investors,  leery  of  a 
situation  in  which  potential  profits  aren't  com- 
mensurate with  the  risks,  are  standing  on  the 
sidelines.  Foreign  capital  infinitely  prefers  sit- 
uations where  the  upside  potential  is  vast  if 
risks  must  be  taken  to  get  in.  By  that  meas- 
ure, Russia  or  Brazil,  Venezuela,  Vietnam,  or 
even  China  are  much  more  attractive 
prospects  than  South  Africa. 

Whenever  a  young  democracy  encounters 
the  challenge  of  hard  economic  problems,  pop- 
ulism pops  out  of  the  wings.  And  sooner  or 
later,  without  fail,  economic  populism  trans- 
lates into  economic  crisis  and  ultimately  into  a 
drop  in  real  wages.  That  risk  is  increasingly 
apparent  in  South  Africa.  If  it  materializes,  the 
prospects  for  economic  emancipation  of  the 
poor  black  population  become  slim.  Unfortu- 
nately, the  issue  is  not  narrowly  economic. 
Democracy  is  called  on  to  come  up  with  re- 
sults that  the  economy  cannot  create. 
PROMISES,  PROMISES.  ( )n  the  home  front,  ten- 
sions are  building  around  wage  settlements 
and  the  budget.  Workers  equate  democracy 
with  the  long-awaited  opportunity  to  get  eco- 
nomic benefits  they  have  been  flagrantly  de- 
nied. And  politicians  are  reluctant  to  say  no, 
knowing  that  if  the  voters  don't  see  economic 
progress  reflected  in  their  paychecks,  there 
are  plenty  of  politicians  ready  to  promise  the 
sky.  That  is  the  first  step  to  increased  spend- 
ing, which  soon  is  followed  by  inflation. 

The  next  step,  typically,  is  for  inflation  to  be 
contained  by  allowing  the  currency  to  become 
overvalued.  The  obvious  motivation  is  to  stop 
a  vicious  cycle  of  price  inflation,  wage  inflation, 
and  currency  depreciation.  But  the  overval- 
ued currency  contains  the  seeds  of  a  currency 
crisis.  That  translates  into  shorter  horizons 
and  higher  interest  rates  to  persuade  investors 


to  stay  on  board.  Those  high  interest  rates  | 
turn  get  borrowers  into  trouble— insolvencj 
then  bankruptcy.  Ultimately,  the  house  | 
cards  collapses.  When  the  country  runs  out 
foreign  exchange,  real  wages  plummet. 

An  economic  collapse  of  South  Africa  is  n 
around  the  corner,  of  course.  One  insidio 
aspect  of  populism  is  that  at  the  outset,  it 
strikingly  successful.  More  purchasing  pow 
does  create  jobs  and  prosperity— inflati 
comes  later.  Those  who  warn  of  the  risks  a 
loudly  contradicted  by  the  facts  and  lose  ere 
ibility.  And  while  the  voices  of  moderati 
and  prudence  are  relegated  to  the  sidelin 
populists  gain  in  popularity  and  power.  A 
because  at  first,  populist  policies  pay  off,  thd 
are  carried  far  beyond  the  reasonable  pointj 
where  they  set  the  stage  for  collapse. 
latin  disease.  This  populist  cycle  is  wtj 
known  from  countless  examples  in  Latj 
America,  always  accompanied  by  the  claij 
that  "this  economy  is  different."  If  wages  ca] 
be  raised,  the  argument  runs,  there  will  tj 
growth;  inflation  is  not  a  problem,  and  e 
change  rates  do  not  matter.  All  this  is  true 
the  outset,  but  none  of  it  for  long.  A  memo 
able  example  of  this  cycle  could  be  seen 
Peru  in  the  1980s,  when  President  Alan  Garc 
thought  he  could  create  prosperity  with  t 
stroke  of  a  pen.  He  had  one  great  year,  o 
good  one,  and  then  an  awesome  crash. 

South  Africa  could  catch  the  Latin  America! 
disease.  Reminding  Pretoria  of  the  pendinj 
risks  is  useful,  but  the  coalition's  skillful  crafl 
ing  of  a  conservative  strategy  attests  to  in 
understanding  of  the  risk.  Attention  of  SoutJ 
Africa's  policymakers  and  the  outside  worl 
must  focus  on  a  few  specific  points: 

■  The  world  economic  community  must  watc 
for  populist  challenges  to  the  current  econor 
ic  plan  and  denounce  them  the  moment  the 
materialize. 

■  Public  policy  and  international  support  mu^ 
stress  a  massive  investment  effort  in  huma 
capital— the  only  known  source  of  sustaine 
growth  and  prosperity.  Here  we  are  talkir 
about  an  economy  in  which  discrimination  ha 
kept  the  majority  of  the  population  out  of  fu| 
ly  productive  lives. 

■  Open  up  the  economy,  which  is  riddled  wit1 
protection,  regulation,  and  inefficiency,  freein| 
resources  that  can  raise  real  wages  withou 
straining  stability. 

■  Multilateral  institutions  must  commit  ther 
selves  to  making  South  Africa's  transition  to 
democratic,  pluralistic  society  a  showcase  sue! 
cess,  just  as  for  security  reasons  they  ar[ 
marshaled  to  help  achieve  reform  and  stabili 
tion  in  Eastern  Europe. 
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Park  Avenue  Ultra.  A  car 
so  thoughtful,  even  its  mirrors 
remember  how  you  look. 

With  a  touch  of  a  button,  the  available  outside 
memory  mirrors  recall  your  favorite  viewing 
position.  They  are  also  heated  for  better  vision  in 
■■^0^m^mm^^        nasty  weather.  Even  the  electrochromic 
^^Hl^l.     rearview  mirror  automatically 

adjusts  to  reduce  headlamp  glare. 
These  and  other  features,  like 
tra's  supercharged  engine, 
al  air  bags,  and  anti-lock 
brakes,  are  further  reflections 
of  Buick  quality.  To  learn  more, 
call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


1®©  1994  GM  Corp.  All  rights  reserved. 

I  Park  Avenue  is  a  registered  trademark  of  GM  Corp. 

:le  up,  America! 


conomic  Trends 


BY  PAUL  MAGNUSSON 


THE  JOB  MACHINE 
HASN'T  BOUNCED  BACK 
WITH  THIS  RECOVERY 


■  f  the  current  economic  recovery  had 
I  kept  pace  with  previous  expansions,  7 
million  more  jobs  would  have  been  creat- 
ed by  now.  But  three  years  into  the  re- 
covery, employment  has  grown  by  just 
5.4  million,  or  4.8%,  compared  with  an 
average  gain  of  11.2%  by  this  stage  in 
previous  upturns.  Among  the  commonly 
accepted  explanations  for  the  slow  job 
growth:  continued  layoffs  triggered  by 
corporate  restructuring,  defense  cut- 
backs, and  disappointing  exports. 

But  a  different  reason  emerges  from  a 
study  of  the  10  most  populous  states  by 
the  Cleveland  Federal  Reserve's  Kris- 
tin M.  Roberts  and  Mark  E.  Schweit- 


WHY  JOB  CREATION 
FALLS  SHORT 


GAINS       LOSSES        GAINS  LOSSES 

DATA:  FEDERAL  RESERVE  BANK  OF  CLEVELAND 


zer:  unusually  weak  job  creation  in  ex- 
panding industries.  This  has  failed  to 
compensate  for  normal  amounts  of  job 
losses  stemming  from  cyclical  factors, 
much  less  for  any  losses  brought  about 
by  special  factors.  In  fact,  the  rate  of  job 
losses,  or  "deletions,"  is  almost  back  to 
prerecession  levels,  while  the  job  "addi- 
tion" rate  hasn't  bounced  back.  This  phe- 
nomenon is  all  the  more  remarkable  be- 
cause the  10  states  experienced  widely 
differing  rates  of  recession.  Yet  of  the 
10,  only  Massachusetts  has  restored  its 
previous  rate  of  job  creation. 

When  the  downturn  ended  in  March, 
1991,  the  monthly  rate  at  which  jobs 
were  lost  nationwide  quickly  dropped 
from  its  recession  level  of  1.64%  to 
0.53%— a  bit  higher  than  its  prereces- 
sion level  of  0.36%,  but  still  a  marked 
improvement.  But  except  for  Massachu- 
setts, the  corresponding  job  addition 


rate  hasn't  yet  rebounded  to  its  prere- 
cession rate  of  2.35%. 

In  some  states,  such  as  Ohio,  few  in- 
dustries are  enjoying  a  recovery,  and 
even  those  industries  still  aren't  adding 
jobs  as  fast  as  in  previous  expansions. 
That  matches  the  national  trend.  On  the 
other  hand,  robust  Massachusetts  has 
had  the  opposite  experience— more  in- 
dustries adding  jobs  faster  than  before. 
But  in  both  these  states,  "the  difference 
in  employment  growth  is  due  to  varia- 
tions in  their  job  addition  rate,  not  their 
job  deletion  rate,"  say  the  authors. 

The  study  notes  that  various  theories 
account  for  the  slow  growth  in  job  crea- 
tion—including productivity  gains  and 
uncertainty  about  economic  conditions. 
But  the  report  speculates  that  increases 
in  hiring  and  firing  costs  are  the  more 
likely  explanation  for  why  employers 
have  been  slow  to  create  new  positions. 


NAFTA'S  MIXED  MESSAGE: 
OPEN  THE  FLOODGATES, 
BUT  FILTER  THE  FLOW 


Was  the  North  American  Free 
Trade  Agreement  an  example  of 
economic  integration?  No,  it's  more  like 
"a  continuation  of  a  Hegelian  dialectic 
over  trade  policy,"  say  William  C.  Gru- 
ben  of  the  Dallas  Fed  and  John  H. 
Welch,  a  vice-president  at  Lehman 
Brothers  Inc.  The  trade  pact  reflects 
the  synthesis  of  two  clashing  movements 
in  trade  policy— liberalization  and  pro- 
tectionism. For  example,  parallel  negoti- 
ations were  conducted  over  environmen- 
tal and  labor-rights  issues,  and  the  result 
was  trade  restrictions,  not  liberalization. 
The  pact  also  imposes  stricter  new  crite- 
ria to  determine  North  American  con- 
tent for  autos  and  textiles. 

nafta's  biggest  effect  is  in  Mexico, 
where  trade  barriers  had  been  highest. 
Yet  barriers  still  remain:  The  agricul- 
ture, minerals,  banking,  textiles,  and  ap- 
parel industries  there  are  all  protected 
by  long  phase-in  periods. 


THE  COLLEGE  SHEEPSKIN 
WON'T  KEEP  MEN  AS 
WARM  AS  THEY  WANTED 


One  of  the  lessons  from  the  1980s 
was  this:  Stay  in  school.  Real  in- 
comes of  college  graduates  grew  on  av- 
erage during  the  '80s,  while  incomes  for 
those  with  only  high  school  degrees 
plummeted. 

But  now  there's  evidence  that  wages 
of  young  male  college-educated  workers 


fell  just  as  fast  as  those  of  young  m 
high  school  grads  during  the  recessii 
and  post-recession  years  of  the  ear 
1990s.  In  a  study  published  by  the  Ec 
nomic  Policy  Institute,  authors  Lawren 
Mishel  and  Jared  Bernstein  found  your 
er  male  workers  at  most  education  le 
els  particularly  hard-hit  by  falling  re 
wages. 

From  1990  through  1993,  real  hour! 
wages  for  all  high  school  grads  fell  1 
3.1%,  while  for  college  grads,  the  dri 
was  only  a  tad  lower  at  3%.  The  culpr 
for  the  college  set  include  an  end  to  t 
1980s'  white-collar  hiring  boom,  the  19? 
91  recession,  and  corporate  restructi 
ing.  Only  the  8%  of  the  workforce  wi 
advanced  or  professional  degrees 
eaped  the  trend. 

But  as  the  economic  expansion  conti 
ued  over  the  past  year,  the  availab 
evidence  shows  that  the  education-waj 
gap  has  started  to  widen  again.  Adju; 
ed  for  inflation,  the  wages  and  salari 
of  white-collar  workers— who  are  most 
college-educated— have  risen  by  0.7 
since  June,  1993.  By  comparison,  tl 
earnings  of  blue-collar  workers  and  se 
vice  workers  have  risen  by  only  0.5 
and  0.1%,  respectively.  The  less< 
learned:  It's  still  a  good  idea  to  get 
education. 


GROWTH  LOOKS  GREAT 
—BUT  ONLY  IF  YOU'RE 
NEARSIGHTED 


Add  the  Congressional  Budget  Offi 
to  the  list  of  forecasters  raisir 
growth  estimates  for  the  coming  yea 
The  nonpartisan  CBO  now  figures  gro: 
domestic  product  will  rise  4%  this  ye; 
and  3%  in  1995— both  more  than  it  hi 
calculated  as  recently  as  April,  The  ha 
py  result,  say  the  forecasters,  will  be 
smaller-than-expected  federal  1995  bu 
get  deficit  accounting  for  just  2.3% 
GDP,  the  lowest  ratio  since  1979.  Inflatu 
will  remain  mild,  at  3.1%.  Equipme; 
purchases  and  consumer  spending  w 
keep  steady,  while  net  exports  will  ac 
to  growth  in  1995. 

But  some  disturbing  signs  remain  fd 
the  long  term.  In  1996,  the  budget  de 
cit,  unemployment,  and  inflation  all  w 
begin  to  rise.  The  implication  is  a  $21 
billion  deficit  in  1999,  compared  wit 
$213  billion  anticipated  only  last  Apr 
Health-care  spending  on  the  poor  ar 
aged  and  increasing  federal  intere 
costs  are  the  prime  suspects.  There 
worse  news  for  the  longer  term:  Unlil 
the  Clinton  Administration,  the  CBO  for 
casts  that  net  interest  costs  as  a  pe 
centage  of  GDP  will  continue  to  climb. 
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1994  J  P  Morgan  &  Co  Incorporated 


There  are  a 


lot  of  people 
who  claim  to  be 
financial  gurus. 
But  are  they? 


One  pundit  has  his  "niche."  Another  has  her  "forte"  But  how  can  they  claim  to  know 
what's  best  for  your  situation  unless  they're  looking  at  your  whole  situation?  The  very 
reason  a  Morgan  team  provides  you  with  a  variety  of  global  investment  options.  Tax  ideas. 
Wealth  transfer  solutions.  And  then  pulls  them  all  together  to  create  the  smart- 
est long-term  strategy  for  you.  How  brilliant  is  any  one  investment  decision  if  it's  out 
of  synch  with  the  rest?  If  you  have  assets  of  $5  million  or  more,  please  call  Richard 
B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at  t  ~\M 
(415)  954-3200,  J.R  Morgan  California.  Private  Banking  J  K  IVIOI 

New  York,  Wilmington,  Del ,  Chicago,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels.  Frankfurt,  London.  Madnd,  Milan,  Nassau,  Pans.  Geneva.  Hong  Kong,  Singapore,  Tokyo 


"WE  GO 
OUT  OF  OUR  WAY 
TO  MAKE  ALL  YOUR 
BUSINESS  STAYS 
UNMEMORABLE." 


Nothing's  more  memorable  than  a  bad  experience. 
That's  why  at  Marriott,  we  make  sure  your  stay  goes 
smoothly.  With  services  like  Express  Check-In,  guaranteed 
on-time  breakfast  delivery  and  no  annoying  telephone  access  fees, 
So  you  can  think  about  your  business.  Not  ours. 
Call  your  travel  agent  or  1-800-228-9290. 

© 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU* 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


ME  CHILL  IS  FINALLY  CREEPING 
NTO  THE  LABOR  MARKETS 


THE  JOB  ENGINE 
DOWNSHIFTS 


Until  the  August  job  numbers,  there  was  one  glar- 
ing inconsistency  in  the  slowdown  forecast  ex- 
pected by  most  economists.  While  other  economic 
arometers  were  signaling  a  cooler  pace  of  growth  in 
le  second  half,  readings  from  the  labor  market  remained 
,eamy. 

Not  anymore.  U.  S.  industries  added  179,000  workers  to 
leir  payrolls  in  August,  a  good  gain  but  far  less  than  gen- 
"ally  expected  and  well  below  the  nearly  300,000-per- 
onth  pace  of  the  previous  three  months  (chart).  Employ- 
js  worked  shorter  hours.  The  unemployment  rate  refused 
•  budge  lower.  And  wages  still  show  no  signs  that  they 
'e  growing  any  faster  now  than  they  were  a  year  ago. 

What  does  it  all  mean?  The 
evidence  now  seems  clearer  than 
ever  that  the  economy  is  on  a 
slower  growth  track  than  its  4% 
pace  of  the  past  year.  As  a  re- 
sult, many  manufacturers  will 
find  it  difficult  to  pass  along 
higher  raw-materials  costs,  many 
service  industries  will  have  to 
limit  their  hiring,  and  in  general, 
any  heavy  inflation  pressures  are 
less  likely  to  build. 
The  slowdown  is  primarily  the  result  of  the  Federal  Re- 
:rve's  interest-rate  hikes  since  February.  Because  of  the 
g  time,  the  impact  of  the  Fed's  seven-month  tightening 
'  policy  is  only  now  beginning  to  be  felt.  Of  course,  one 
onth's  job  numbers  do  not  make  a  trend,  but  chances 
-e  rising  that  the  Fed  will  not  have  to  tighten  policy  any 
ore  for  the  rest  of  the  year. 

HOURS  The  August  job  numbers  were  far  from 

WORKED  weak,  but  last  month's  increase  was  the 
SLOWED  smallest  since  January.  Overall,  the  re- 
SHARPLY  p0rt  was  consistent  with  other  recent 
ita,  which  have  suggested  that  third-quarter  growth  in 
:al  gross  domestic  product  could  be  2%  or  less. 
The  key  factor  on  that  point  is  the  tepid  growth  in  to- 
il hours  worked,  which  correlates  strongly  with  real 
DP  growth.  The  workweek  dipped  from  34.7  hours  in 
lly  to  34.5  hours.  That  decline,  combined  with  the  mod- 
it  rise  in  payrolls,  left  overall  work  time  thus  far  into  the 
drd  quarter  up  at  an  annual  rate  of  only  1.6%  compared 
ith  the  second  quarter.  That's  far  below  the  second 
aarter's  6.6%  advance  and  half  the  3.2%  pace  in  the 
rst  quarter. 
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Service  businesses,  which  have  accounted  for  85%  of 
this  year's  job  growth,  added  a  solid  154,000  new  jobs  in 
August,  but  that  gain  was  well  below  the  266,000  average 
for  the  prior  three  months. 

Three  industries,  which  make  up  only  20%  of  all  service 
jobs,  accounted  for  73%  of  the  month's  increase:  busi- 
ness services,  health  care,  and  social  services.  Retail  em- 
ployment was  flat  after  two  months  of  strong  gains.  And 
jobs  in  the  hotel  and  recreation  industries  fell,  probably  re- 
lated to  the  completion  of  the  World  Cup  soccer  matches 
in  June  and  July. 


A  SOLID 
GAIH  IH 
FACTORY 
PAYROLLS 


OUTPUT  GAINS  SLOW, 
BUT  NOT  PRICES 


Among  goods  producers,  construction  em- 
ployment dipped  by  6,000,  the  first  de- 
cline in  more  than  a  year.  That  clearly 
reflects  the  slowdown  in  housing  this  year 
and  the  fourth-quarter  peak  in  construction  activity  gener- 
ally. More  job  losses  in  construction  seem  likely  this  fall. 

The  only  solid  job  gainer  in  August,  compared  with 
recent  trends,  was  manufacturing.  Factories  put  on  32,000 
workers,  bringing  this  year's  total  manufacturing  gains  to 
135,000.  Also,  the  factory  workweek  rose  six  minutes,  to 
42  hours,  and  overtime  jumped  12  minutes,  to  4.8  hours, 
an  all-time  high.  All  this  means  that  industrial  production 
in  August  posted  a  healthy  advance. 

However,  factory  activity  is 
far  from  robust,  as  indicated  by 
the  August  purchasing  managers' 
index,  which  dipped  to  56.2% 
from  57.8%  in  July.  The  index 
suggests  that  growth  in  manu- 
facturing, while  stout,  was  none- 
theless the  slowest  in  the  past 
eight  months. 

At  the  same  time,  however, 
the  purchasers  said  that  the  pric- 
es they  pay  for  materials  in- 
creased at  the  fastest  rate  in  six  years  (chart).  But  don't 
be  too  quick  to  read  an  inflationary  implication  into  that. 
Several  purchasers  were  concerned  about  the  rise,  because 
they  were  unable  to  raise  product  prices  to  cover  the 
added  cost. 

Inflation  is  even  less  of  a  worry  now  because  the  labor 
markets  are  not  tight  enough  to  generate  much  of  a  bid- 
ding war  for  workers.  Indeed,  the  hiring  surge  this  sum- 
mer began  to  bring  more  people  who  had  been  discou- 
raged at  the  prospects  of  finding  a  job  into  the  job 
markets.  The  labor  force  jumped  by  732,000  in  August, 
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which  hardly  suggests  that  labor  markets  are  too  tight. 

Because  of  that  surge,  the  jobless  rate  remained  at 
6.1%  in  August,  about  the  same  level  since  May.  The  labor 
force  has  room  to  grow  a  bit  faster.  During  the  past 
year,  it  has  expanded  by  just  0.7%— far  less  than  the 
1.7%  increase  in  the  working-age  population. 

The  changing  mix  of  the  un- 
employed also  shows  that  people 
are  being  lured  back  into  the  la- 
bor force.  A  year  ago,  only  33.6% 
of  job  seekers  were  people  reen- 
tering the  workforce  or  looking 
for  their  first  job.  In  August, 
1994,  however,  reentrants  and 
new  entrants  accounted  for  a 
large  42.9%  of  the  unemployed. 

As  more  people  rejoin  the 
workforce  in  coming  months,  the 
jobless  rate  should  continue  to  hover  around  6%.  That's 
above  the  point  where  a  shrinking  pool  of  available  labor 
pushes  up  wages  and  inflation.  Of  course,  labor  shortages 
are  already  appearing  in  specific  regions  and  professions. 
But  in  general,  slack  remains  in  the  job  market.  And 
that's  why  wages  are  still  unable  to  generate  much  of  an 
upward  trend. 

LITTLE  Hourly  wages  in  the  nonfarm  sector  rose 

TROUBLE  0.2%  last  month,  to  $11.13.  However,  be- 
FINDING  cause  of  the  shorter  workweek,  weekly 
WORKERS  pay  feu  q.4%,  to  $384.  Over  the  past  year, 
hourly  pay  has  risen  2.5%—slower  than  its  pace  earlier  in 
1994.  Growth  in  service  wages  has  modulated  around 
2.5%  for  the  past  two  years— about  half  its  annual  rate  be- 
fore the  last  recession. 

On  the  surface,  factory  pay  appears  to  be  picking  up 
(chart).  It  grew  by  2.8%  in  the  12  months  ended  in  Au- 
gust, faster  than  the  2.2%  increase  of  a  year  ago.  But  this 
reflects  the  pickup  in  overtime.  Excluding  overtime,  facto- 
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DEALERS  CLEAR  OUT 
THEIR  1994  MODELS? 


ry  pay  has  risen  just  2.1%  this  past  year— unchangd 
from  August,  1993,  and  below  the  growth  that  is  found  j 
service  wages. 

The  meager  gain  in  straight  pay  indicates  that  manufa- 
turers  are  having  little  difficulty  attracting  new  worf 
ers.  Moreover,  even  with  overtime  pay,  factory  wage; 
are  rising  below  the  trend  in  manufacturing  productivit' 
That  means  unit  labor  costs— the  major  determinant  < 
price  pressures— are  still  falling  in  the  factory  sector. 

According  to  the  Labor  Dept.'s  newly  revised  nu 
bers,  unit  labor  costs  in  manufacturing  plummeted  at 
annual  rate  of  5.8%  in  the  second  quarter,  reflecting  a  L6| 
drop  in  compensation  and  a  4.5%  jump  in  productivity.  Be- 
cause of  strong  hiring  in  services,  overall  nonfarm  produl 
tivity  fell  2.5%  last  quarter,  twice  as  much  as  originally  r| 
ported.  But  during  the  past  year,  it  is  up  2.3%. 

The  slip  in  weekly  pay  report- 
ed in  August  does  suggest  that 
even  with  more  jobs,  personal 
income  made  little  headway  last 
month.  As  a  result,  consumers 
probably  continued  the  spending 
slowdown  they  began  in  the 
spring. 

True,  sales  of  motor  vehicles 
bounced  back  in  August.  U.  S.- 
made  cars  and  light  trucks  sold 
at  an  annual  rate  of  12.6  million 
(chart).  But  sales  had  fallen  in  the  previous  four  month 
And  consumers  may  have  rushed  to  buy  1994  models  bt 
fore  the  1995  models  sporting  heftier  sticker  prices  ar 
peared  in  showrooms.  Sales  for  the  quarter  still  shoul 
end  up  below  the  second-quarter  level. 

For  now,  auto  makers  are  optimistic.  A  downshift  in  v( 
hide  demand,  however,  would  certainly  cool  this  expar 
sion's  growth  prospects.  And  as  the  tepid  August  labo 
data  show,  the  economy's  mercury  has  already  fallen  a  fe\ 
notches. 
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THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Tuesday,  Sept.  13,  8:30  cum. 
Consumer  prices  likely  rose  by  0.4%  in 
August,  says  the  median  forecast  of 
economists  surveyed  by  mms  Interna- 
tional, a  unit  of  McGraw-Hill  Inc.  Higher 
energy  costs  led  the  increase,  which 
would  be  the  largest  gain  in  18  months. 
Excluding  food  and  energy,  prices  likely 
increased  0.3%.  In  July,  consumer  prices 
rose  0.3%  total,  and  0.2%  excluding  food 
and  fuel. 


RETAIL  SALES 


Wednesday,  Sept.  U,  8:30  cum. 
Retail  sales  probably  rebounded  in  Au- 
gust, rising  0.5%  after  slipping  0.1%  in 


July.  Better  car  sales  helped,  but  back- 
to-school  shopping  also  lifted  receipts  at 
clothing  and  department  stores.  Even 
so,  because  shoppers  stayed  home  for 
much  of  the  spring,  August  retail  sales 
are  likely  to  be  only  slightly  higher  than 
the  level  posted  in  March. 

BUSINESS  INVENTORIES  

Thursday,  Sept.  15,  10  cum. 
The  MMS  survey  expects  that  inventories 
held  at  manufacturers,  wholesalers,  and 
retailers  rose  by  0.5%  in  July,  on  top 
of  a  0.4%  gain  in  June.  They  may  have 
increased  by  even  more,  because  facto- 
ries have  already  reported  a  0.9%  jump 
in  their  July  stock  levels.  Business  sales, 
up  0.7%  in  June,  probably  fell  by  about 


1.5%  in  July,  as  indicated  by  the  alread; 
reported  declines  in  retail  sales  and  fac 
tory  shipments. 

INDUSTRIAL  PRODUCTION 


Friday,  Sept.  16,  9:15  cum. 
Industrial  output  probably  rose  0.5%  ii 
August,  project  the  MMS  economists 
That's  suggested  by  the  gain  in  factor; 
jobs  and  work  time.  Output  advancec 
by  0.3%  in  July.  Industrial  activity  i: 
slowing,  however.  Even  if  the  Augus 
forecast  is  correct,  output  would  be  ris 
ing  at  a  3.8%  annual  rate  so  far  in  th< 
third  quarter,  slower  than  the  4.4%  pac< 
of  the  second  quarter.  Operating  rate; 
probably  inched  up  to  84.1%  in  Augus 
from  83.9%  in  July. 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 

The  Company  Wanted  Its  Worker  Back. 

Our  solution  was  a  comprehensive  Liberty  Mutual  program 
that  included  treadmills,  weights,  walking  exercises 
and  on-site  work  hardening.  The  injured  worker  had 
the  added  benefit  of  a  team  focused  on  his  needs. 

We  Said  Take  A  Hike.  'fHt$>' 

So  he  quickly  came  back  to  full  duty. 
If  you'd  like  an  insurance  company  that  knows 
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Jack  A.  Terhar  can't  wait  for  the 
new  1995  models  to  hit  his  subur- 
ban Denver  Ford  dealership.  For 
years,  the  Japanese  have  nibbled  at  his 
sales  and  now  command  half  the  market 
for  new  cars  in  his  region.  But  this  fall, 
Ford's  slick  new  Contour  compact  se- 
dan will  challenge  vaunted  models  such 
as  the  Honda  Accord.  And  a 
spruced-up  Ford  Explorer  sport- 
utility  vehicle  should  lure  more  1 
customers  out  of  their  imports 
helping  Terhar  re- 
coup sales  that 
once  seemed  lost 
for  good  to  Japan. 

Call  it  comeback  No.  2 
for  Detroit.  After  two 
years  of  taking 
back  market  share 
from  Japan,  then 
stumbling  and  losing 
ground  so  far  this 
year,  Detroit  is 
on  a  roll 
again.  All  told, 
domestic  carmakers  will 
move  out  19  new  or  refur- 
bished models  in  1995.  : 
And  they'll  have  the 
edge  in  almost  every  segment: 
Even  with  modest  price  hikes,  do- 
mestic cars  and  trucks  sell  for  an 
average  $2,000  to  $3,000  less  than 
Japanese  models.  Detroit's  new  offerings 
"are  going  to  take  [market]  share  away 
from  the  Japanese  big  time,"  crows 
Chrysler  Corp.  President  Robert  A.  Lutz. 
FACELIFTS.  The  big  change  lately:  After 
lengthy  model  changeovers,  factories  are 
finally  running  full  tilt  again.  Detroit's 
output  has  already  snapped  back  to  1 
million-plus  vehicles  per  month  from  a 
July  nadir  of  475,000  units.  With  more 
vehicles  making  their  way  to  dealers' 
lots,  the  domestics  should  recoup  just 
over  four  points  of  market  share,  to 
reach  nearly  75%  of  U.  S.  sales  by  year- 
end,  estimates  AutoPacific  Inc.  One  of 
the  biggest  winners  will  likely  be  Gener- 
al Motors'  struggling  Chevrolet  division, 
which  is  rolling  out  four  new  cars  and 
trucks,  including  a  much-needed  redo  of 
the  midsize  Lumina  sedan  and  a  sporty 
new  version  of  its  Cavalier. 

Japanese  companies,  of  course,  aren't 
giving  up.  They  argue  that  the  Big  Three 
may  end  up  fighting  for  sales  mainly 
with  each  other.  New  small  sedans  from 
Chrysler  and  Ford  Motor  Co.,  for  in- 
stance, "will  have  an  impact  on  all  of  us, 
but  more  so  on  the  domestic  manufac- 
turers," says  Richard  Colliver,  senior  vice- 
president  at  American  Honda  Motor  Co. 
Meanwhile,  the  Japanese  are  using 


attractive  lease  deals  to  help  close  the 
price  gap  on  imports.  For  1995,  leasing 
will  account  for  25%  of  Toyota's  total 
U.  S.  sales.  And  on  popular  U.  S.-made 
models,  the  Japanese  are  barely  raising 
prices.  At  Toyota,  60%  of  sales  come 
from  models  produced  at  its  George- 
town, Ky,  plant.  "That  gets  us  out 


s, 


of  the  dollar/yen  problem,"  says  J.  Da\I 
Illingworth,  head  of  Toyota  Div.  at  Tok 
ota  Motor  Sales  USA  Inc.  Toyota  aij 
Honda,  also,  are  both  targeting  Detrcf 
strongholds:  Toyota  with  its  big  ne| 
Avalon  sedan  and  Honda  with  its  Odw 
sey  minivan,  due  out  in  January. 

On  the  surface,  price  hikes  for  19j* 
seem  relatively  modest.  On  average 
the  Big  Three  are  jacking  up  the| 
stickers  between  0.7%  and  2.5%  for  19lp 
models  comparably  equipp* 
to  last  year's.  But  that's  (i  1 
top  of  midyear  hikes  on  son! 

1994  models.  Ul 
der  pressu 
from  the  stro 
yen,  Japanese  carma 
ers  have  announced  hik< 
ranging  from  1.5%  to  A°A  :?: 
Let  the  buyer  b  * 
ware,   though.  Bo1  N 
sides  will  try  to  get  aw£  ; 
with  some  punishing  increa  ' 
es,  especially  on  made-ii  <  - 
Japan  cars  and  hot-se'  fa 
ing       domestic-mac  s 
trucks  and  vans.  Two  examples:  Infir  ' ' 
ti's  Q45  luxury  sedan  is  up  10%,  t 
$52,400.  And  the  price  of  the  fou 


FAMILY  SEDANS 


Ford's  Contour  and  Mercury  Mystique 
and  Chrysler's  Cirrus  use  sporty  han- 
dling— plus  a  price  advantage  of  up  to 
$7,000 — to  take  aim  at  Japan's  Toyota 
Camry,  Honda  Accord,  and  Nissan  Altima 
General  Motors'  Chevrolet  Lumina 
and  Monte  Carlo  are  much 
improved  and  aggres- 
sively priced. 


LARGE  SEDANS 


Can  Japan  take  sales  in  a  Detroit  i 
hold?  The  new  six-passenger  Toyota| 
Ion  replaces  the  smaller  Cressida,  bi 
expected  to  have  a  steep  base  price  1 
may  keep  sales  modest. 


30  BUSINESS  WEEK/SEPTEMBER  19,  1994 


heel-drive  Jeep  Grand  Cherokee  SE,  a 
>p  seller  in  the  red-hot  sport-utility 
igment,  has  jumped  11%,  to  $24,580. 
As  competition  heats  up,  the  biggest 
lowdown  will  come  in  the  lucrative, 
3  million-car  market  for  family  sedans. 
)rd's  new  entries,  the  Contour  and  its 
ercury  Mystique  sibling,  along  with 
nrysler's  stylish  Cirrus  compact  sedan 
id  Dodge  Stratus,  represent  Detroit's 
*st  credible  new  challenge  in  years  to 
ipan's  biggest  U.  S.  stronghold.  The 
;w  models  come  close  to  matching  the 
ifined  performance  and  ergonomic 
teriors  of  such  strong  sellers  as  the 
ccord,  Toyota  Camry,  and  Nissan  Alti- 
a— for  as  much  as  $7,000  less. 
Detroit  will  be  working  hard  to  lure 
shoppers  who  usually  buy  Japanese. 
)  try  to  generate  good  word  of  mouth, 
tirysler  plans  to  loan  Cirrus  sedans 
ee  of  charge  to  more  than  5,000  young 
endsetters  in  25  major  cities.  And 
)rd  plans  its  biggest  advertising  blow- 
it  in  a  decade  to  launch  the  Contour 
id  Mystique— U.  S.  versions  of  its  $6 
llion  world  car. 

On  the  other  flank,  Detroit  is  tighten- 
g  its  stranglehold  on  the  booming 
tort-utility  market,  adding  plant  capac- 
y  to  build  500,000  more  annually. 


Chevy's  new  Blazer  and  its  GMC  sibling, 
Jimmy,  are  already  showing  up  on  deal- 
er lots  with  stickers  starting  just  above 
$18,000— well  below  most  rivals'  prices. 
They're  gm's  most  serious  contenders 
yet  in  a  market  where  profits  can  reach 
$7,000  per  vehicle,  and  next  spring 
they'll  be  joined  by  new  four-door  ver- 
sions of  gm's  big  sport-utility  models, 
the  Chevy  Tahoe  and  GMC  Yukon.  Ford, 
meanwhile,  is  giving  the  Explorer  a  face- 
lift, standard  dual  air  bags,  and  a  cushi- 
er  front  suspension  for  1995. 
costly  strategy?  The  market  for  high- 
priced  sedans  is  also  getting  hyper-com- 
petitive. In  low-end  luxury  cars,  where 
prices  cluster  at  about  $30,000,  the  all- 
new  Mazda  Millenia  and  Oldsmobile  Au- 
rora, as  well  as  the  redesigned  Lincoln 
Continental,  will  likely  spark  price  com- 
petition. That's  already  happening  at 
the  top  end  of  the  scale.  Mercedes-Benz 
dramatically  lowered  prices  on  its  mod- 
estly restyled  S-class  sedans  to  do  battle 
with  the  all-new  BMW  740i  and  new  Lex- 
us LS400  due  this  fall.  The  BMW  and 
Lexus  haven't  been  priced  yet.  But  the 
price  of  Mercedes'  S320  dropped  $4,700, 
to  $65,900. 

Such  price-cutting  is  spreading  to 
more  prosaic  models,  too.  To  keep 


monthly  payments  down,  for  instance, 
Japanese  carmakers  are  forking  over 
subsidies  on  half  of  their  lease  deals, 
vs.  one-third  for  U.  S.  carmakers,  says 
Art  Spinella,  vice-president  of  CNW  Mar- 
keting/Research in  Bandon,  Ore.  Subsi- 
dies range  from  $1,200  to  $1,500  for  mid- 
size cars,  he  says.  Plus,  Japanese  car- 
makers argue  that  their  cars  hold  their 
value  better  than  Detroit's,  allowing 
them  to  keep  payments  low.  But  the 
leasing  strategy  could  be  costly  if  a 
slump  knocks  down  used-car  prices  more 
than  companies  expect. 

Japanese  carmakers,  meanwhile,  are 
scurrying  to  cut  costs  on  all  their  mod- 
els. As  Toyota  redesigns  its  Camry  for 
1997,  the  company  is  aiming  to  squeeze 
out  20%  of  its  cost,  says  AutoPacific  an- 
alyst Christopher  W.  Cedergren.  Belt- 
tightening  is  already  showing  up  in 
U.  S. -built  models  such  as  the  Camry. 
For  1995,  the  base  DX  model's  price 
dropped  $300  to  $16,400. 

Such  penny-pinching  means  Detroit 
must  cool  it  on  future  price  hikes.  Other- 
wise, its  sexy  new  models  could  lose 
their  luster  all  too  quickly. 

By  David  Woodruff  and  Kathleen  Ker- 
win  in  Detroit,  with  Larry  Armstrong  in 
Los  Angeles 


TOYOTA  AVALON  XLS 


PORT-UTILITY  VEHICLES 


GM  is  finally  getting  serious  about  this 
market  with  redesigned  and  refined  ver- 
sions of  the  compact  Chevrolet  Blazer  and 
GMC  Jimmy.  Early  next  year,  they  will  be 
joined  by  four-door  versions  of  the  larger 
Tahoe  and  Yukon.  The  highly  popular 
Ford  Explorer  is  also  getting  a  revamp. 


FORD  WINE"  STAR 


LUXURY  CARS 


Fancy  sport  utilities  continue  to  nab  these 
sales.  The  big  news:  An  all-new  Lexus 
LS400  is  coming.  The  big  question:  Will 
Toyota  price  it  attractively  enough  to 
bolster  slipping  sales?  Among  the  other 
tough  competitors  Lexus  will  face:  a 
brand-new  BMW  740i. 


MINIVANS 


Ford's  sleek  Windstar  came  out  this 
spring,  but  the  action  doesn't  really  start 
until  early  next  year.  Honda's  new 
Odyssey  minivan  is  due  then,  as  is  the 
first  major  redesign  in  a  decade  of 
Chrysler's  best-selling  Dodge  Caravan 
and  Plymouth  Voyager. 


ATTENTION-GRABBERS": 

LER  IS  COUNTING  ON  THE  CIRRUS 

:iAIM  SHARE  IN  FAMILY  SEDANS 
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MSEIffiliTggETO 


CUBA  I 


ALMOST 
TASTING  TRADE 


U.S.  companies  want  to  be  ready  for 
post-embargo  Cuba — whenever 


Peter  Blyth  can  see  it  already.  Carl- 
son Cos.'  executive  vice-president 
for  development  envisions  a  host 
of  opportunities  in  Cuba  for  the  Minne- 
apolis-based travel  and  hospitality  com- 
pany. Perhaps  a  Radisson  hotel  on 
Cuba's  famed  Varadero  beach,  a  TGI  Fri- 
day's restaurant  in  Havana  near  the  pic- 
turesque Malecon  seawall,  and  a  net- 
work of  travel  agencies  and  trans- 
portation services  to  serve  the  hordes  of 
American  visitors  expected  to  flock  to 
the  Caribbean  island  once  travel  and 
trade  are  permitted.  "If  the  embargo 
was  lifted,  we'd  be  there  in  a  flash," 
says  Blyth.  "We  believe  it  would  be 
open  house." 

As  images  from  Cuba's  refugee  crisis 
flood  newspapers  and  television  screens, 
many  U.  S.  companies  are  exploring  how 
doing  business  with  the  island  nation 
might  eventually  affect  their  bottom 
lines.  Despite  an  apparent  stalemate 
over  immigration  issues  and  U.  S.  insis- 
tence that  its  32-year-old  trade  embargo 
not  be  discussed  until  Cuba  takes  clear 
steps  to  adopt  political  and  economic  re- 
forms, companies  are  dusting  off  plans 
to  trade  and,  eventually,  invest  there. 
embargo  holdup.  Estimates  of  busi- 
ness potential  in  Cuba  are  as  varied  as 
predictions  of  Fidel  Castro's  longevity.  If 
the  nation's  battered  economy  adopts  "a 
fundamental  market-oriented  restructur- 
ing," says  Ernest  H.  Preeg  of  the  Center 
for  Strategic  &  International  Studies, 
foreign  exchange  earnings  could  double 
to  $5.5  billion  in  two  years.  Donna  Rich 
Kaplowitz,  director  of  consultant  Cuba 
Research  Associates,  estimates  that  U.  S. 
trade  could  top  $1  billion  in  the  first 
year  after  the  embargo  is  lifted,  with 
U.  S.  food  and  drug  companies  the  first 
to  benefit.  Smith  College  economist  An- 
drew Zimbalist  puts  investment  potential 
at  $10  billion  over  five  years. 

Cuba  has  registered  on  U.S.  corpo- 


ret 


Some  U.S.  oil  producers  have  already  drawn  up 
plans,  so  they  can  hit  the  fields  running 

rate  radar  as  a  potential  market  since 
the  fall  of  the  Berlin  Wall  in  1989.  Inter- 
est waned  when  Congress  tightened  the 
embargo  in  1992— but  was  rekindled  this 
year  with  the  lifting  of  the  embargo 
against  Vietnam  and  the  Administra- 
tion's relatively  relaxed  policies  toward 
communist  regimes,  including  China  and 
North  Korea. 

Now  a  chorus  from  both  sides  of  the 
political  spectrum  is  urging  the  Clinton 
Administration  to  ease  the  Cuban  em- 
bargo. Worsening  economic  conditions 
on  the  island,  as  well  as  the  influx  of  in- 
vestment from  deep-pocketed  foreign 
competitors  (table),  have  added  to  the 


pressure.  Executive 
sense  a  change  j 
the  offing,  thoug 
they're  unsui 
whether  it  will  be 
U.  S.      policy  i 
Cuba's  leadershi 
"Something  has 
give,"  says  Teo  B  - 
bun,  president 
Cuba/USA  Ventui 
Enterprises  Inc.  H 
Miami-based  comp 
ny  has  joint-ventui  :; 
agreements  wit 
U.  S.  companies 
pursue  tourisr 
transportation,  ar 
manufacturing  o] 
portunities  when  tl 
embargo  is  eased 

Despite  U.  S.  tra 
el  restrictions,  son  S» 
American  executiv<  \ 
have  visited  the 
land  for  a  first-hanpw 
look.  Former  Chry 
ler  Corp.  Chairma  Si 
Lee  A.  Iacocca,  wh  ff 
now  has  interests  i 
the  entertainmer 
and  gaming  bus 
ness,  is  the  most  r< 
cent  notable,  accorc 
ing  to  U.  S.  an 
Cuban  sources.  H 
spent  five  days  i  tE 
mid-July  as  the  Ci  p 
ban  government 
guest,  meeting  wit 
Castro  and  othe  '> 
high-ranking  official: 
Iacocca  didn't  return  calls  seeking  con 
ment  on  his  trip. 

Until  recently,   U.  S.  traffic  throug 
Havana's  Jose  Marti  Airport  had  bee: 
growing  steadily.  Representatives 
Merck  &  Co.  visited  Cuba's  biotechnok  ring 
gy  facilities  twice  last  year;  Johnson  t 
Johnson  executives  made  the  trip 
June.  The  nation's  biotech  industry  mar 
ufactures  160  different  pharmaceutics 
and  medical  products,  many  of  them  p! 
rated  from  U.  S.  producers,  accordinj 
to  Julie  M.  Feinsilver,  who  has  studiei 
the  business.  American  companies  figur 
they  could  use  Cuba's  well-trained  scien 
tific  workforce  to  augment  domestic  re 


H  SOLD? 

Cuban  industries  eyed 
by  U.S.  companies,  and 
rivals  already  there 

OATA:  BUSINESS  WEEK 


TOURISM 


European,  Canadian, 
and  Jamaican  compa- 
nies, including  Sol,  Me- 
lia,  and  SuperClubs, 


PETROLEUM 


Total  of  France  and 
others  are  exploring; 
Castrol  Oil  will  pro- 
duce and  market  re- 


already  operate  resorts     fined  products 


MINING 


Canada's  Sherritt  is 
buying  nickel  and  up- 
grading plants;  six 
companies  are  mining 
gold,  other  minerals 


TELECOM 


Mexican  giant  Grupo 
Domos  has  a  deal  val- 
ued at  $1.4  billion  for 
49%  of  Cuba's  domestic 
phone  company 
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tarch  and  development,  and  Cuban 
Bteufacturing  facilities  could  serve  as  a 
ise  for  Latin  American  markets. 
Another  hot  prospect:  Oil.  Some  pro- 
icers,  such  as  Texaco  Inc.,  have  de- 
doped  detailed  plans  to  enter  the  mar- 
it,  post-embargo.  "We're  ready,"  says 
ephen  T.  O'Farrell,  vice-president  of 
;xaco-Latin  America/West  Africa.  "It's 
a  matter  of  getting  back  into  business 
ider  U.  S.  law."  The  company,  which 
5t  a  refinery  in  Cuba  to  Fidel  Castro's 
tionalization,  is  interested  both  in  re- 
ling  oil  again  and  in  establishing  a  re- 
il  network  on  the  island. 
Companies  must  content  themselves 
th  the  few  areas  that  remain  legal 
ider  the  1992  Cuban  Democracy  Act. 
^communications  suppliers,  including 
iDS,  MCI,  and  Sprint,  have  negotiated 
als  for  long-distance  service  between 
e  U.  S.  and  Cuba.  But  U.  S.  author- 
es  nixed  approval  for  the  deals  this 
ring  because  of  Cuba's  proposed  $4.85 
rcharge  on  operator-assisted  calls.  Of- 
ials  with  both  ldds  and  MCI  say  the  is- 
e  may  be  resolved  within  weeks. 
RTIVB  trips.  A  growing  raft  of  news- 
ters,  consultants,  and  commissions  are 
ading  off  all  the  U.  S.-Cuba  interest, 
iw  firms  such  as  Miami's  Holland  & 
light  have  formed  a  Cuba  task  force 
counsel  clients.  Reflecting  the  broad 
ectrum  of  views  on  investment,  inter- 
t  groups  run  the  gamut  from  the 
S.-Cuba  Trade  &  Economic  Council, 
lich  is  planning  to  host  a  luncheon  in 
rly  October  with  Cuban  Foreign  Min- 
er Roberto  Robaina,  to  the  U.  S.-Cuba 
isiness  Council,  which  describes  itself 
a  "post-embargo,  post-Castro"  group. 
What's  missing,  it  appears,  is  the  cor- 
rate  will  to  force  the  issue  of  trade 
th  Cuba  publicly.  Most  businesses  re- 
lin  loath  to  speak  out  against  the  em- 
rgo  for  fear  of  angering  some  factions 
the  Cuban-American  community— 
ough  Carlson's  Blyth  spoke  in  favor 
lifting  the  sanctions  in  congressional 
arings  this  spring  and  says  the  compa- 
■  has  had  no  reaction. 
For  most  companies,  Cuba  is  simply 
o  small  and  too  poor  a  market  to  risk 
litical  exposure  until  the  end  of  the 
ibargo  is  nearly  certain.  Although  for- 
?n  companies  are  quickly  establishing 
achheads  in  tourism,  oil,  and  telecom- 
unications,  U.  S.  executives  content 
emselves  with  furtive  fact-finding 
ips.  Cubans  "have  been  hurt,  and  that 
ishes  us  to  work  against  the  embargo," 
ys  Roberto  Solis,  president  of  Miami- 
ised  Cuban-American  Entrepreneurs 
Professionals.  Solis  and  everyone  else, 
wever,  seem  doomed  to  wait  out  what 
omises  to  be  a  long  diplomatic  slog. 
By  Gail  DeGeorge  in  Miami,  with  Ruth 
■arson  in  New  York  and  Mark  Lewyn  in 
'ashington 


Commentary/by  Douglas  Harbrecht 

BOB  DOLE'S  GATT  ATTACK 
IS  PURE  POLITICS 


To  hear  Senate  Republican  Minor- 
ity Leader  Bob  Dole  tell  it,  there 
is  no  rush  for  Congress  to  pass 
new  world-trade  rules  this  year.  "Be 
careful  and  do  the  job  right,"  intones 
the  longtime  free-trader.  Hasty  action 
would  deprive  the  public  of  learning 
what's  in  the  pact,  he  warns. 

Wait  a  minute.  Is  Dole  talking  about 
the  same  deal  that  took  seven  years- 
spanning  three  Administrations— to  ne- 
gotiate? The  pact  that  Congress  has 
been  haggling  over 
since  January?  The 
accord  that  Dole 
and  his  fellow  Re- 
publicans support  in 
its  basic  contours? 
The  answer  is  yes, 
yes,  and  yes. 
JUST  A  PlOY.  What's 
really  behind  Dole's 
high-minded  rheto- 
ric is  a  COP  ploy 
to  go  for  President 
Clinton's  political 
jugular.  The  party 
that  stands  for  free 
trade  would  rather 
kill  every  Clinton- 
backed  initiative 
this  year  than  ad- 
vance the  cause  of 
trade  liberalization 
by  approving  a  new 
General  Agreement 
on  Tariffs  &  Trade. 


Dole's 
go-slow 
approach  is 
one  more 
attempt  to 
kill  anything 
Clinton 
wants 


It's  a  dangerous 
game  that  Dole  and  the  GOP  should 
abandon. 

Just  a  few  months  ago,  passage  of 
a  revised  GATT  and  creation  of  a  World 
Trade  Organization  to  enforce  it 
seemed  assured.  Now,  the  White 
House  frets  that  the  deal  will  crumble. 
For  one  thing,  117  other  nations  that 
have  signed  GATT  are  awaiting  U.  S. 
approval.  Unless  it  comes,  recalcitrants 
such  as  France  and  some  developing 
nations  may  withdraw. 

The  WTO  is  the  target  of  the  same 
kind  of  scare  tactics  that  opponents 
on  the  left  and  right  used  against  the 
North  American  Free  Trade  Agree- 
ment. Conservative  Patrick  J.  Buchan- 
an excoriates  the  WTO  as  a  U.N.  of 
trade  that  will  strip  the  U.  S.  of  its 
national  sovereignty.  Ralph  Nader  says 
it  will  give  foreigners  the  power  to 
scuttle  environmental  and  health  laws. 

Sound  familiar?  These  were  the 


one 

For  Clinton, 
GATT's 
passage 
would  cap 
the  work  of 
seven  years 
and  three 
Presidents 


same  false  prophets  who  predicted 
that  NAFTA  would  trigger  the  mass  ex- 
odus of  6  million  jobs  to  Mexico,  per- 
mit the  shipment  of  tainted  food  to 
the  north,  and  depress  wages  in  both 
countries.  Instead,  U.  S.-Mexico  trade 
has  soared,  border  towns  are  boom- 
ing, and  Mexico  just  held  the  clean- 
est democratic  election  in  its  history. 

Buchanan  and  Nader  are  tapping 
into  a  strain  of  American  isolationism 
that  one  U.  S.  official  concedes  is 
"damn  good  poli- 
tics." It's  also  dejd 
vu.  In  1948,  when 
the  first  GATT  was 
signed,  Congress 
refused  to  back  an 
international  trade 
organization  for 
fear  it  would  con- 
strain U.  S.  sove- 
reignty. That  left  a 
toothless  trade 
group  that  had  only 
limited  success  try- 
ing to  fend  off  pro- 
tectionist practices. 

The  WTO  is  no 
U.N.  It's  simply  a 
pact  among  nations 
to  try  to  lower  tar- 
iffs and  trade  bar- 
riers. As  the 
world's  largest  free 
market,  the  U.  S. 
should  be  the  panel's  800-pound  gorilla, 
leading  other  nations  against  closed- 
trade  practices.  And  just  in  case  critics 
are  right,  Clinton  accepted  a  House 
GOP  provision  that  would  let  the  U.  S. 
pull  out  of  the  WTO  after  five  years. 

Lower  tariffs  in  the  new  GATT  rules 
will  add  $1  trillion  to  the  U.  S.  economy 
and  create  2  million  jobs  in  the  next 
decade,  the  Organization  for  Economic 
Cooperation  &  Development  estimates. 
But  the  most  persuasive  case  for 
strengthening  the  world  trading  sys- 
tem is  that  there  is  no  alternative.  The 
global  economy  is  changing  so  rapidly 
that  without  order,  trading  blocs  will 
emerge— potentially  prompting  massive 
trade  wars.  With  the  most  comprehen- 
sive trade  pact  hanging  in  the  balance, 
more  time  is  not  what  lawmakers  need. 
To  the  contrary,  time  is  running  out. 

Harbrecht  covers  trade  wars  for 
BUSINESS  WEEK  from  Washington. 
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"  I  know 
they've  passed 
the  crime. bill 
and  that's  good 
news,  but  look 
at  how  long  that 
took.  I  think  we 
should  wait  and 
see  how  the 
government 
makes  that  work 
before  they 
take  on  any- 
thing else. " 

TOM  SANDERS 


'THEY  SHOULD  FORGET  ABOUT  IT 
AND  MOVE  ON' 


In  Pennsylvania,  support  for  health  reform  has  turned  to  tired  skepticism 


H 


arry  and  Louise,  meet  Gale  and 
Rita.  Gale  Bailey,  75,  and  his  wife 
have  heard  enough  talk  about 
health  reform.  Disillusioned  by  long  and 
fruitless  congressional  debates,  the  Bai- 
leys sound  a  lot  like  the  insurance  in- 
dustry's wary  TV  pitch-couple.  "[Con- 
gress] should  leave  it  alone,"  says  Gale, 
a  retired  cost  estimator  for  U.  S.  Steel. 
"All  the  government  is  going  to  do  is 
mess  things  up  for  the  small  business- 
man and  confuse  things  for  everyone 
else."  Adds  Rita:  "National  health  care 
would  be  too  expensive." 

Skepticism,  doubt,  and  fear.  The 
broad  support  that  Americans  evinced  a 
year  ago  for  bold  experimentation  in 
health  care  has  dissolved, 
polls  and  anecdotal  evidence 
show.  A  willingness  to  over- 
haul what  were  viewed  as 
pressing  social  ills— spiraling 
medical  costs  and  millions  of 
uninsured  Americans— has 
become  steadfast  acceptance 
of  the  status  quo.  The  re- 
sult: little  popular  support 
even  for  a  much-diminished 
reform  package. 

That  was  quite  clear  from 
the  talk  at  the  52nd  annual 
Big  Knob  Fair  over  the  La- 
bor Day  weekend  in  Beaver 
County,  Pa.  There,  conversa- 
tions turned  easily  from 


"  I'd  like  to  see  some 
type  of  coverage.  I  don't 
have  one  steady  em- 
ployer. But  I  do  work.  " 


prize  cattle  and  pigs  to  Congress'  mis- 
handling of  health  reform.  "They  should 
forget  about  it  and  move  on,"  argues 
Norma  Couzens,  70.  David  Krall,  30,  a 
part-time  waiter  who  is  covered  by  Med- 
icaid, would  rather  see  Washington  focus 
on  creating  jobs.  "I  think  health  care  is 
important,  but  I  don't  think  [legislators] 
know  what  they  want,"  he  says. 
less  urgency.  The  talk  of  the  Pennsylva- 
nia fairgrounds  is  the  talk  of  the  nation, 
experts  say.  Support  for  President  Clin- 
ton's health  reform  peaked  after  his  Sep- 
tember, 1993,  address  on  the  plan.  When 
the  economy  picked  up,  reform  seemed 
less  urgent  an  issue,  says  Karlyn  H. 
Bowman,  resident  fellow  at  the  Ameri- 
can Enterprise  Institute,  a 
conservative  think  tank. 
"Public  concern  began  to 
grow  with  what  they  began 
to  see  as  a  very  big  and  bu- 
reaucratic enterprise,"  Bow- 
man says.  She  cites  an  Aug. 
15-16  Gallup  poll  that  found 
47%  of  Americans  would  be 
relieved  if  Congress  didn't 
pass  a  health  bill,  and  39% 
would  be  angry.  In  contrast, 
56%  of  those  polled  said 
they  would  object  if  the  Ad- 
ministration's crime  bill  ulti- 
mately failed. 

Public  disenchantment  is 
all  the  more  dramatic  in 


Democrat  Harris  Wofford  rot., 
the  health-care  issue  to  victoij  >3I 
in  a  1991  election  to  fill  the  seE! 
of  air-crash  victim  Senatl  '.\ 
John  Heinz— and,  in  the  prl . 
cess,  helped  propel  reform  oh 
Washington's  agenda.  Tod 
Wofford  is  battling  Republic 
Representative  Richard  J.  S 
torum,  a  health-reform  opp] 
nent,  to  keep  his  Senate  sea 

"WAIT  AND  SEE."  Wofford's  Si 

port  of  health  reform  probab) 
won't  hurt  his  campaign— b 
neither  will  it  win  him  t 
votes  it  did  three  years  ago 
anything,  health  care  appea: 
to  have  receded  to  the  politic 
back  burner,  behind  crime  ar 
employment   concerns.  To 
Sanders,  26,  a  mechanical  en: 
neer  in  Pittsburgh,  says 
like  to  see  reform  but  is  co 


;  r 

Tit  C 


■iivr: 


would 

cerned  about  what  type  of  overhaul  tl 
government  could  implement.  "I  kno 
they've  passed  the  crime  bill  and  that 
good  news,  but  look  at  how  long  th 
took,"  he  says.  "I  think  we  should  wa 
and  see  how  the  government  makes  th; 
work  before  they  take  on  anything  else 

Others  aren't  so 
ambivalent:  Those 
with  little  or  no  in- 
surance still  see 
health  care  as  a  big 
problem.  Martin 
"Arkansas  Trouba- 
dour" Lee  spends 
his  summers  bring- 
ing his  one-man- 
band  act  to  state 
fairs  in  his  convert- 
ed van.  A  smoker 
for  37  years,  Lee, 
52,  is  uninsured. 
"I'd  like  to  see 
some  type  of  cover- 
age. I  don't  have 
one  steady  employ- 
er. But  I  do  work." 

Likewise,  Mary 
Anne  Kownacki  would  welcome  reforn 
Ten  years  ago,  a  public-transit  accider 
left  her  with  an  injured  back,  a  three 
day  hospital  stay,  and  a  $10,000  hospit.* 
bill.  With  her  minimum-wage  cashier 
job  at  a  local  pizza  shop,  Kownacki,  6 
will  be  paying  off  the  medical  charge 
for  "the  rest  of  my  life,"  she  says.  Eve 
so,  she  has  her  doubts  about  what  gov 
eminent  can  do  for  her:  "If  there's  s 
much  red  tape  now,  I  can't  imagine  ho\ 
much  red  tape  there'll  be  once  they  de 
cide  on  a  plan. 

The  truth  is,  people  here  don't  thin] 
much  of  how  the  government  has  run  it 


"  If  there's  so  muc 
tape  now,  I  can't 
imagine  how  much 
tape  there'll  be  onc< 
they  decide  on  a  pla 

MARY  ANNE  KOW 


It! 


34  BUSINESS  WEEK/SEPTEMBER  19,  1994 


jsting  health  programs,  Medicare  and 
edicaid.  Retiree  Don  Shaffer  of  Beaver 
ills  (Pa.)  says  he  is  constantly  having 

make  copies  of  paid  bills,  Social  Se- 
rity  numbers,  and  identification  cards 

clear  up  errors.  "It's  ridiculous.  My 
ife  keeps  getting  bills  for  work  she 
iver  had  done.  Medicare  is  the  worst," 
;  Says.  "How  is  the  government  going 

run  a  comprehensive  health-care  sys- 


tem when  it  can't  even  run  its  Medi- 
care program?" 

Still,  candidates  persist.  Indeed,  say 
some  pollsters,  the  cynicism  politicians 
encounter  back  home  may  spur  them  to 
push  for  action  in  Washington.  At  a  La- 
bor Day  parade  in  Pittsburgh,  Wofford 
told  labor-union  members  that  he  isn't 
giving  up  on  health  coverage  for  unin- 
sured children,  ending  insurance  exclu- 


sions for  preexisting  conditions  and  al- 
lowing the  self-employed  to  write  off 
the  full  cost  of  insurance  on  their  taxes. 
"We  can  break  the  gridlock,"  the  68- 
year-old  senator  promised.  "We  broke 
it  on  the  crime  bill.  We  can  break  it  on 
health  care."  Perhaps.  The  question  is, 
will  anyone  care  by  the  time  they  do? 

By  Keith  L.  Alexander  in  Pittsburgh 
with  Mike  McNamee  ifi  Washington 


Commentary/by  Mike  McNamee 

THE  DEATH  THROES  OF  HEALTH  REFORM 


lllflini  Congress  returns  in 
li^^y  work  on  Sept.  12,  Capitol 

iBlm  Hill  will  ring  with  vows  to 
leliver  a  prudent  "downpayment"  on 
lealth-care  reform.  The  combination 
»f  stiff  Republican  opposition  and  grow- 
ng  public  unease  have  doomed  Presi- 
lent  Clinton's  grand  plan  for  universal 
tealth  coverage.  To  re- 
over,  his  allies  will  at- 
ernpt  to  cobble  togeth- 
;r  an  incremental 
>ackage  built  around  in- 
urance  reforms  and 
ubsidized  medical  care 
or  the  poor. 

But  even  this  down- 
ized  vision  of  reform 
aces  treacheious  pros- 
>ects.  With  time  quickly 
;rowing  short  before 
November's  elections, 
Congress  isn't  likely  to 
>roduce  even  a  minimal- 
st'  health  bill.  To  pass, 
iny  plan  must  clear  not 
ust  the  usual  partisan 
•ancor  but  these  hurdles: 
I  Lonely  at  the  center. 
Although  you'd  never 
aiow  it  from  their  press 
dippings,  moderate  health  reformers 
ire  a  tiny  bunch.  Even  the  Senate's  bi- 
)artisan  Mainstream  Coalition  tops  out 
it  a  mere  20  senators,  and  its  plan  is 
>o  finely  balanced  that  any  change 
nade  to  pick  up  another  Republican 
:osts  the  group  two  Democrats— and 
/ice  versa. 

The  situation  is  even  bleaker  in  the 
ilouse.  The  Democrats'  leaders,  many 
)f  whom  thought  Clinton's  original 
lealth  plan  too  modest,  will  jump  ship 
'ather  than  fight  for  an  incremental 
ill.  Over  in  the  GOP,  many  members 
mcked  a  minimalist  approach  to  coun- 
ter the  Democrats'  expensive  plans. 
3ut  when  moderate  reform  takes  the 
spotlight.  Republicans  will  take  a  hard 
ook  at  what  they've  been  sponsoring— 
md  even  insurance  reform  is  "too  rad- 


ical for  most  Republicans,"  says  a  for- 
mer GOP  Hill  aide. 

■  Divide  and  conquer?  Universal 
coverage  didn't  win  many  converts 
among  the  85%  of  Americans  who  are 
already  insured.  But  it  did  rally  un- 
ions, consumer  groups,  and  liberal  acti- 
vists to  support  Clinton.  Trouble  is, 


moderate  reform  schemes— especially 
provisions  that  lack  prescription  drug 
coverage  for  the  elderly  and  proposals 
to  tax  benefits— turn  off  the  loyalists 
without  winning  any  new  converts.  So 
even  though  Clinton  seems  amenable 
to  compromise,  his  liberal  allies  are  in 
no  mood  to  sign  on. 
■  Business  is  still  wary.  Under  moder- 
ate reforms,  companies  that  don't  pro- 
vide insurance  are  allowed  to  continue 


With  the  clock  running  on 

November's  elections, 
Congress  isn't  likely  to  pass 
even  a  minimalist  health  bill 


business  as  usual,  while  those  that  do 
cover  workers  are  hit  with  a  maze  of 
rules  and  taxes.  Big  employers  charge 
that  the  Senate's  mainstream  plan 
would  pressure  companies  to  drop 
coverage  and  give  workers  cash  in- 
stead. "It's  a  recipe  for  a  meltdown  of 
the  employer-based  system,"  warns 
Richard  I.  Smith  of 
the  Association  of 
Private  Pension  & 
Welfare  Plans.  Many 
businesses  have  yet 
to  see  a  moderate 
plan  they  like. 
■  Lethal  infighting. 
Hill  negotiators  are 
trying  to  turn  Clin- 
ton's double-decker 
bus  into  a  minivan— 
but  every  interest 
group  still  wants  a 
seat.  Take  doctors: 
Winning  restrictions 
on  managed-care 
plans  "remains  a  top 
priority,"  says  an 
American  Medical 
Assn.  spokesman. 
But  that  pits  the 
docs  against  big  busi- 
ness, which  sees  managed  care  as  its 
path  to  savings.  Dozens  of  similar  skir- 
mishes could  sink  moderates'  plans. 

Two  things  could  overcome  these 
obstacles.  Voters  could  threaten  to  pun- 
ish incumbents  who  fail  to  deliver  re- 
form after  two  years  of  chest-thump- 
ing. Or  President  Clinton  could  start 
seriously  twisting  arms  for  one-step- 
at-a-time  measures.  But  so  far,  neither 
is  happening.  Voters  seem  to  have  giv- 
en up.  And  Clinton  is  "waiting  to  see 
what  the  discussions  in  the  Senate  can 
produce,"  says  a  top  health  aide.  That's 
what  the  White  House  has  been  do- 
ing all  year  long— another  reason  why 
Clinton  may  end  up  with  nothing  to 
show  for  his  No.  1  domestic  priority. 

McNamee  covers  health  care. 
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CONSULTING  I 


LOCK  THE  DOORS, 
IT'S  EDS 


Its  wholesale  talent  raids  are  putting  a  strain  on  rival  consulting  firms 


Michael  Gleason  has  the  man- 
agement consulting  business 
in  a  tizzy.  For  the  past  year, 
the  executive  in  charge  of  the  consult- 
ing arm  at  Electronic  Data  Systems  has 
been  blitzing  McKinsey,  Arthur  D.  Lit- 
tle, and  other  tony  management  con- 
sultants, spiriting  away  top  talent. 
"We've  been  very  aggressive,"  says 
Gleason,  "and  we  will  continue  to  be 
very  aggressive." 

No  kidding.  Since  July,  1993,  when 
EDS  lured  him  away  from  rival 
Coopers  &  Lybrand,  Gleason  has 
built  a  practice  of  1,380  profes- 
sionals. And  more  top  guns  are 
signing  on  almost  weekly:  Join- 
ing EDS  in  September  and  Octo- 
ber are  John  Pendlebury,  a  top 
managing  partner  at  Coopers  & 
Lybrand,  who  will  head  EDS'  Eu- 
ropean practice,  and  Byram  John- 
ston, a  key  Andersen  Consulting 
partner  (table).  Gleason's  goal,  in- 
siders say,  is  to  have  5,000  to 
8,000  professionals  on  staff  world- 
wide in  five  years— far  less  than 
Andersen's  22,000  but  enough  to 
rank  EDS  among  the  top  half-doz- 
en consulting  firms. 

EDS'  talent  search  is  putting 
big  strains  on  some  competitors. 
Gleason  has  had  a  trio  of  head- 
hunting firms— Heidrick  &  Strug- 
gles, Lamalie  Amrop  Internation- 
al, and  Paul  R.  Ray— scouring  the 
market  for  months.  "They  are 
driving  the  price  points  for  tal- 
ent up,"  says  Robert  Mcllhattan, 
a  top  partner  at  Ernst  &  Young's 
consulting  practice.  "They  obvi- 
ously are  willing  to  lose  money 
in  the  short  term  to  gain  market 
share."  EDS  says  its  consulting 
business  is  already  in  the  black. 
legal  dispute.  The  raids  even 
have  thrown  some  rivals'  business 
into  turmoil.  Each  principal  re- 
i-ruited  by  Gleason  generally 
I  Tings  in  15  to  20  other  people, 
often  drawing  heavily  from  his  or 
her  former  firm.  One  example:  In 
mid-June,  when  Leslie  Buttorff 
left  Stone  &  Webster  Manage- 
ment Consultants  Inc.  to  launch  a 
global  electric  utilities  practice  at 
El  >s,  10  of  he  i  colleagues  left  with 


her.  The  raid  cost  the  New  York-based 
outfit  nearly  half  of  its  Denver  office 
and  10%  of  its  entire  consulting  staff. 
"This  is  an  extraordinarily  aggressive 
program,"  says  Stone  &  Webster  Presi- 
dent Richard  B.  Hieber,  who  says  his 
company  might  have  sued  if  Buttorff 
hadn't  agreed  to  a  settlement. 

An  EDS  dispute  with  Arthur  D.  Little 
Inc.  wasn't  resolved  so  easily.  After  Hei- 
drick recruited  Charles  D.  Scales,  adl's 
aerospace  practice  leader,  in  January— 
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and  eight  other  adl  consultants  ii 
lowed— Little  filed  a  $6  million  lawst] 
against  EDS,  Heidrick.  and  Scales.  Evj 
though  ADL  has  since  won  a  court  ore 
preventing  future  raids,  the  total  nuJ 
ber  of  its  consultants  working  at  El 
has  climbed  to  around  20.  Gleason  sal 
the  additional  defectors  came  to  eJ 
without  being  recruited. 
euroconsulting.  Gleason  has  stirr<| 
things  up  on  college  campuses  as  well 
recruiting  95  MBAs  and  PhDs  this  ye£ 
with  plans  to  hire  250  more  in  19£ 
One  prominent  rival  says  it  lost  its  tc 
rated  mba  graduate  this  year  when  Ell 
offered  the  student,  with  only  thrJ 
years  of  work  experience,  a  $95,000  bal 
salary  with  a  $20,000  signing  bonus  aij 
a  fully  loaded  laptop  computer  throv 
in.  "Most  of  them  are  coming  in  not  b| 
cause  we're  handing  out  a  lot  more  mc 
ey,"  counters  Gleason.  "People  want 
be  in  the  starti 


THE  EDS  GAME  P1AN: 
RAIDS  ON  THE  COMPETITION 

 Rivals  that  have  lost  key  execs  to  EDS  

ARTHUR  D.  LITTLE  Early  this  year,  EDS  provoked  a 
lawsuit  when  it  nabbed  Charles  D.  Scales,  head  of 
ADL's  aerospace  practice,  and  eight  other  ADL 
consultants.  All  told,  ADL  has  lost  about  20 
consultants  to  EDS.  EDS  is  fighting  the  suit. 

COWERS  &  LYBRAND  John  Pendlebury,  a  top 
managing  partner  in  C&L's  consulting  arm,  plans  to 
leave  in  October  to  become  managing  director  for 
EDS'  European  operations. 

ANDEk     r  CONSULTING  On  Sept.  1 ,  former  Ander- 
sen managing  partner  Byram  Johnston  departed  to 
lead  EDS'  Asia  Pacific  practice  from  Sydney. 

McKINSEY  1  2-year  veteran  Andrew  Power  left  in 
July  to  build  up  EDS'  budding  Boston-based  health- 
care and  insurance  practice. 


"WE'VE 
BEEN  VERY 
AGGRESSIVE": 
GLEASON  AND 
A  FEW  OF  HIS 
RECRUITS 
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phase  of  a  glob 
consulting  practic 
and  this  is  the  on 
blank  sheet  of  p 
per  in  town." 
Can  Gleascl 
make  it  work?  So  far,  the  rapid  i 
growing  EDS  group,  which  e* 
pects  to  hit  about  $200  million 
revenues  this  year,  is  an  oc| 
amalgam  of  consultants  fro 
vastly  different  corporate  c 
tures.  Two  currently  hot  areas 
change  management  and  corp< 
rate  reengineering— are  headt 
by  Gemini  Consulting  refugee  1^ 
The  consumer-goods  practice 
led  by  a  former  Price  Waterhous 
partner,  while  the  communic;  n 
tions  industry  group  is  run  by  a 
ex-Deloitte  &  Touche  consultan 
Aside  from  being  hard  to  mai  ,y 
age,  such  diversity  may  make 
difficult  for  EDS  to  market  itse 
coherently. 

Still,  Gleason  figures  that  a  j 
the  interest  in  corporate  reeng 
neering  will  provide  plenty  <  ,: 
room  for  yet  another  big  consu  V;, 
tancy  to  prosper.  "If  you  were  t 
put  an  end  to  all  the  reenginee: 
ing  in  the  U.  S.,  you  still  wouldn 
have  enough  consultants  left  t  mNl 
reengineer  Europe,"  Gleason  say: 
"If  you  moved  them  to  Europe 
you  could  probably  keep  thei 
busy  for  five  years." 

So  there's  plenty  more  raidin 
to  come  from  EDS.  Whether  Gle; 
son  pulls  off  his  strategy  or  noi 
he  is  likely  to  remain  in  the  do£  | 
house  of  the  consulting  busines 
for  some  time. 

By  John  A.  Byrne  in  New  Yor 


ton 


av 
is 

in 

a 
ii 

r," 


MPUTERS 


TECHNO-SHOP  'Til  YOU  DROP 

The  Big  Three's  fall  personal-computer  lineup: 

I D  Kk     Aptiva  consumer  PCs  come  out  on 
I  DIYl  Sept.  19— equipped  with  CD-ROM, 
fax  modem,  and  40  software  programs.  Prices 
could  range  from  $1,200  to  $2,600.  Due  in 
October:  new  business  PCs  and  a  new  ThinkPad 
notebook. 

A  DPI  C  m  earty  October,  it  introduces  its 
Ml  T  LL  first  home  models  using  the 
PowerPC  chip.  The  five  versions  of  the 
Macintosh  Performa  6100  will  come  with  CDs 
and  software.  Prices  range  from  $2,500  to 
$2,800.  For  business,  Apple  also  plans  a  new 
Power  Mac  8100. 

f  n  aa  pa  n 0n  Sept  i4,  c°mpaq  is 

vUlVl       vC  expected  to  announce  its  new 
Presario  home  PCs,  including  models  with 
integrated  telephones  and,  possibly,  TVs.  A  fully 
loaded  multimedia  model  will  start  at  $1,500. 


<  MAKERS  ARE  DREAMING 
MF  A  GREEN  CHRISTMAS 


)\verful  new  models  and  a  price  war  could  empty  their  warehouses 


ptiva,  Ascentia,  Spectria,  Cele- 
Wl  bris.  New  models  from  Detroit? 
F^tt  Try  Silicon  Valley.  Those  are  just 
me  of  the  new  personal  computers 
Me  out  for  what's  shaping  up  to  be  a 
ike-or-break  fourth  quarter  for  the  PC 
siness. 

It's  the  computer  industry's  annual 
rvival  ritual:  more  power,  lower  pric- 
.  From  IBM  to  Apple  to  Compaq  to 
ickard  Bell,  big  computer  makers  are 
•oding  the  market  with  new  machines, 

fighting  for  crucial  share  of  a  market 
lere  growth  has  slowed  from  30%  to 
%  a  year.  These  PCs,  based  on  Intel 
6  or  Pentium  microprocessors,  are  far 
iter  than  their  forebears  of  last  year, 
id  most  are  being  souped  up  to  handle 
vanced  multimedia  and  communica- 
»ns  applications.  By  yearend,  for  exam- 
3,  nearly  every  new  PC  will  come  with 
3D-ROM  drive  as  standard  equipment. 
lung  fast.  This  year,  the  industry's 
avyweights  aim  to  sell  their  wares  to 
nsumers  who  will  use  them  at  home, 
id  with  prices  dropping  by  the  minute, 
yers  may  bite.  Sophisticated  machines 
11  be  available  at  prices  40%  lower 
an  last  year,  says  PaineWebber  Inc. 
alyst  Michael  K.  Kwatinetz.  "It's  going 

be  the  biggest  quarter  in  unit  sales 
er,"  he  says. 

Chip  supplier  Intel  Corp.  gets  credit 
i *  the  falling  prices:  It  has  driven  down 


chip  costs  by  more  than  40%  this  year. 
That  means  the  average  price  of  a  load- 
ed low-end  Pentium  PC  should  come  in 
at  about  $2,000.  The  result:  PC  sales 
during  the  fourth  quarter— when  the  in- 
dustry moves  30%  of  its  units— should  be 
up  13.8%  from  last  year,  to  13  million, 
estimates  Sanford  C.  Bernstein  &  Co. 

Meanwhile,  technology  is  only  getting 
better.  Thanks  to  improved  processing 
power  and  dazzling  multimedia  features, 
PC  buyers  can  expect  to  run  new  games 
and  "edutainment"  software  without 
jerky  pictures  and  hissy  sound— for  the 
same  price  as  a  garden-variety  PC  of  a 
few  years  ago.  And  new  "plug  and  play" 
features  will  let  novices  easily  hook  up 
printers  and  such. 

Suppliers  are  pulling  out  all  the  stops 
to  grab  their  share  of  sales.  Microsoft, 
Intel,  and  Compaq  each  say  they  will 
spend  some  $100  million  on  consumer 
advertising  and  promotions  through 
yearend.  Apple  Computer  Inc.  plans  to 
run  900  spots  on  MTV.  And  insiders  say 
IBM  will  pump  some  $20  million  into  ad- 
vertisements for  its  new  Aptiva  consum- 
er PC  line. 

To  try  to  stand  out  from  one  another, 
PC  makers  are  tacking  on  little  extras 
meant  to  entice  home-computer  buyers. 
Compaq  Computer  Corp.'s  new  Presa- 
rio PCs,  which  are  expected  to  be  un- 
veiled on  Sept.  14,  include  a  model  with 


an  attached  monitor,  CD-ROM  drive,  and 
a  built-in  telephone— all  for  less  than 
$1,500.  IBM's  Aptiva,  scheduled  for  ship- 
ment on  Sept.  19,  will  come  complete 
with  a  staggering  40  software  titles  to 
go  with  its  full  complement  of  multime- 
dia hardware  and  a  three-year  warranty. 
Packard  Bell  throws  in  am/fm  stereo 
and  cable-ready  TV.  For  its  part,  Apple 
will  bring  the  PowerPC  chip  to  the  home 
market  with  Performa  models  priced 
from  $2,500  to  $2,800. 
fold-out  fun.  There  are  new  machines 
for  business  in  the  works,  too.  Dell  Com- 
puter Corp.  plans  to  add  communica- 
tions and  software  to  its  new  line  of 
Latitude  notebooks,  and  it  will  unveil 
even  cheaper  versions  of  its  Pentium- 
powered  desktops,  now  priced  at  less 
than  $2,000.  And  in  October,  IBM  plans 
to  introduce  the  IBM  Personal  Computer 
family— PCs  meant  to  replace  its  Value- 
Point  and  PS/2  lines— as  well  as  a  sub- 
notebook  with  a  larger  screen  and  a 
fold-out,  full-size  keyboard. 

Can  all  of  these  companies  try  to  sell 
essentially  the  same  products  to  the 
same  consumers  without  sparking  a 
price  war?  Probably  not.  Already,  bloat- 
ed inventories  have  led  Compaq,  IBM, 
and  Digital  Equipment  to  declare  20% 
price  cuts  to  clear  their  shelves  of  soon- 
to-be-obsolete  models.  And  more  dis- 
counts are  coming:  Hewlett-Packard  Co., 
for  one,  will  make  cuts  of  as  much  as 
20%  on  Sept.  19  on  most  of  its  desktop 
PCs— including  versions  the  company  just 
introduced  in  June  and  July.  That  could 
spell  trouble  for  PC  makers.  But  for  buy- 
ers, it  could  portend  a  holiday  season 
chock-full  of  bargains. 

By  Peter  Burrow*  in  Dallas,  with  Ira 
Soger  in  New  York  and  bureau  reports 
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IS  TIME  WARNER'S  ZIGGING  AND 
ZAGGING  LEADING  ANYWHERE? 


Chairman  Levin's  interest  in  NBC  has  some  observers  wondering 


Six  months  ago,  Gerald  M.  Levin 
seemed  under  siege,  vulnerable  to 
a  takeover  by  his  largest  share- 
holder, Seagram  Co.  Now,  the  chairman 
of  Time  Warner  Inc.  has  taken  the  offen- 
sive: Levin's  overture  to  General  Elec- 
tric about  buying  NBC  is  the  latest  in  a 
flurry  of  moves  that  have  left  Time 
Warner  watchers  surprised,  impressed, 
and  more  than  a  little  puzzled. 

In  addition  to  the  NBC  talks,  Levin 
recently  offered  $1  billion  to  buy  Tele- 
Cable  Corp.,  the  nation's  18th-largest 
cable  operator— only  to  be  outbid  by  ca- 
ble titan  John  C.  Malone.  He  selected 
the  first  outsider  ever  as  editor-in-chief 
of  Time  Inc.  And  though  the  company 
denies  it,  executives  close  to  Time  War- 
ner say  he  considered  selling  off  two 
parts  of  the  magazine  division:  Southern 
Progress  Corp.  and  Sunset 
Publishing  Corp.  On  top  of 
that.  Time  Warner  is  siill 
racing  to  open  the  first  lam 
of  the  Information  Highw.iv 
in  Orlando  by  late  1994. 
Bankers  and  Time  War- 
insiders  caution  that  the 
IBI  talks  may  never  result 
in  a  deal.  Indeed,  sources 
a  second,  unidentified, 
bidder  has  entered  the  fray. 
Bu1  whatever  the  outcome, 
in's  interest  points  up  a 
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startling  change  in  his  strategy:  After 
talking  about  interactive  cable  for  two 
years,  he  now  seems  determined  to 
plunge  into  plain-vanilla  broadcasting. 
Says  one  executive  close  to  Time  War- 
ner: "There  are  a  bunch  of  people  stand- 
ing around  the  company  scratching  their 
heads."  Levin  declined  comment. 
paramount  concern.  Some  of  Levin's 
colleagues  attribute  his  shift  to  shrewd 
opportunism.  General  Electric  Co.  finally 
seems  ready  to  sell  NBC  Inc.  And  with 
federal  TV  regulations  falling  away,  War- 
ner Bros.  Inc.  is  desperately  trying  to 
lock  in  distribution  for  its  programs.  The 
studio  had  even  started  its  own  network, 
called  WB,  which  it  still  plans  to  launch  in 
January.  But  the  WB  Network  is  lagging 
behind  a  rival  network  backed  by  Via- 
com Inc.'s  Paramount  Communications. 


ON  THE  STANDS: 
THE  COMPANY  IS 
UNLIKELY  TO  SELL 
OFF  ITS  MAGAZINE 
DIVISION 


Owning  NBC  would  help  Levin  avoid 
uphill  struggle  with  Paramount. 

Most  outsiders,  though,  haven't  a  ch 
as  to  how  Time  Warner  would  financ 
the  deal.  Levin  has  pledged  $4  billic 
to  upgrade  the  company's  cable  systenl 
for  interactive  services  by  1998.  Bankeifc 
say  NBC  could  cost  $2.5  billion,  evel 
without  its  TV  stations,  which  Time  Was 
ner  is  prohibited  from  owning.  What* 
more,  the  company  is  still  shoulderi 
$13.9  billion  in  total  debt.  And  despi 
rumors,  insiders  say  an  outright  sale 
the  magazine  division  is  unlikely.  "T 
situation  isn't  bleak,"  says  one  execi] 
tive,  "but  it  is  muddled." 

One  possibility:  Levin  could  sell  Tim 
Warner's  cable  systems.  "A  lot  of  con 
panies  are  reassessing  their  ability 
grow  in  cable"  in  th 
wake  of  rereguk 
tion,  says  Michat 
J.  Wolf,  partner  i 
charge  of  media  i 
Booz,  Allen  &  Hamilton.  On  the  othe 
hand,  insiders  note  that  Levin  bid  a£ 
gressively  for  TeleCable  when  that  con 
pany  was  auctioned  off  last  month.  Tel< 
Communications  Inc.  CEO  Malon 
spirited  it  away  with  a  last-minute  offe 
of  more  than  $1  billion. 

Insiders  offer  various  explanations  fc 
Levin's  zigzag  course.  Some  say  broac 
casting  is  simply  more  attractive  tha 
cable  right  now.  Levin  once  trumpete 
the  Orlando  system  as  a  test  site  fo 
newfangled  services.  But  technical  glitcl 
es  pushed  back  its  launch  from  April  t 
late  1994.  And  executives  say  consun 
ers  are  lukewarm  to  the  new  offerings 
Other  colleagues  say  Levin  merely  rc 
fleets  Time  Warner's  decentralized  struc 
ture.  "This  isn't  one  company,"  says  a 
insider.  "This  is  five  companies."  For  th 
moment,  Warner  Chief  Robert  A.  Dal; 
has  the  boss's  ear. 

Finally,  some  think  Levin  has  bee 
emboldened  after  facing  down  Seagram 
which  owns  15%  of  Time  Warner— with 
out  having  to  offer  Seagram  scion  Edga 
Bronfman  Jr.  a  board  seat.  Certainlj 
Levin  is  making  waves  elsewhere  in  th 
company.  Some  insiders  think  he  commil 
ted  apostasy  by  choosin 
Norman  Pearlstine,  forme 
managing  editor  of  The  Wa 
Street  Journal,  as  editor-ir 
chief  of  Time  Inc. 

If  an  outsider  can  presid 
over  the  house  that  Luc 
built,  maybe  buying  NBi 
isn't  a  stretch.  And  anywaj 
Levin  may  have  anothe 
idea  next  month. 

By  Mark  Landler  in  Nei 
York,  with  Ronald  Grover  i', 
Los  Angeles 


EACH 
CHAPTER 

OF  A  GREAT  WORK 

MIGHT  TELL 

ITS  OWN  TALE, 

BUT  ITS  TRUE 
GREATNESS 

LIES  IN 

its  TOTALITY. 


THE  WHOLE  IS  greater  than  the  sum  of  its  parts.  This  is  a  maxim  by  which  Putnam 
Investments  defines  itself.  And  it  is  why  we  have  developed  expertise  in  managing 
assets  totaling  over  $90  billion  for  both  mutual  fund  and  institutional  clients  across  a 
comprehensive  range  of  asset  categories:  equities  and  fixed  income,  global  and  domestic, 
fundamental  and  quantitative,  aggressive  and  conservative,  hi  fact,  we  have  structured 
ourselves  to  encourage  open  sharing  of  expertise  among  all  of  our  140  investment  pro- 
fessionals. Because  in  a  world  'where  everything  can  affect  anything,  our  ability  to  do 
each  thing  well  enhances  our  ability  to  do  all  things  better.  No  matter  how  well  the 
individual  chapters  may  read,  the  full  volume  tells  the  'whole  story. 

A  TIME  -  HONORED  TRADITION   IN  MONEY  MANAGEMENT 
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INSURANCE  I 


A  GHOULISH  DEBATE 

OVER  CASHING  IN  ON  DEATH 


Should  buying  life-insurance  policies  of  the  teirninally  ill  be  better  regulated? 


W 


hen  Thomas  J. 
Beranek,  an 
Austin  (Tex.) 


transportation  manager 
with  aids,  was  laid  off  in 
April,  1993,  he  didn't 
want  the  government  to 
pay  his  mounting  medical 
expenses.  Told  he  had 
three  years  to  live,  Bera- 
nek sold  his  life-insurance 
policies— with  a  total  ben- 
efit of  $58,262-and  used 
the  $25,139  cash  payment 
to  cover  doctors'  bills, 
pay  off  debts,  and  travel. 
Without  the  settlements, 
Beranek  says:  "I'd  be  on 
the  streets  now  or  100% 
on  the  public  dole." 

More  and  more  termi- 
nally ill  patients  are  ar- 
ranging similar  deals.  In- 
deed, some  50  so-called 
viatical  companies,  which 
buy  patients'  life-insur- 
ance policies  at  discounts, 
have  sprung  up  since 
1988.  This  year,  they  are 
expected  to  purchase 
$300  million  in  policies, 
according  to  the  National 
Viatical  Assn.  (Viatical, 
derived  from  Latin,  refers  to  a  journey's 
provisions. ) 

The  expansion  has  prompted  scrutiny 
from  all  sides.  State  insurance  regula- 
tors, citing  rising  complaints,  fear  that 
fraudulent  companies  could  bilk  ailing 
policyholders.  Other  critics,  among  them 
medical  ethicists,  raise  questions  about 
profiting  from  death.  The  Securities  & 
Exchange  Commission  has  signaled  that 
it,  too,  is  watching  the  transactions 
closely.  In  an  Aug.  25  suit,  the  commis- 
sion charged  Life  Partners  Inc.,  a  viati- 
cal company  based  in  Waco,  Tex.,  and  its 
president  with  selling  securities  illegally. 
HEFTY  RETURNS.  In  viatical  settlements, 
ill  patients  sell  their  insurance  policies 
for  lump-sum  cash  payments  that  vary 
with  life  expectancy.  The  viatical  compa- 
ny pays  all  subsequent  premiums  and 
ultimately  collects  the  patient's  death 
benefit.  Typically,  the  transaction  yields 
to  20%  return  on  investment  for 
the  company  or  its  investor  pool. 


WITHOUT  THE  MONEY,  SAYS  BERANEK,  "I'D  BE  ON  THE  STREETS 


Many  terminally  ill  patients  welcome 
such  policy  sales.  Some  215  insurers  na- 
tionwide provide  a  similar  benefit  that 
pays  as  much  as  95%  of  a  policy's  face 
value— but  usually  only  to  patients  with- 
in a  year  of  death.  Viatical  companies  of- 
fer a  lower  payout,  typically  up  to  80%, 
but  buy  policies  from  sellers  with  as 
long  as  four  years  to  live— though  pay- 
outs are  lower  for  patients  with  rela- 
tively longer  to  live. 

Although  they  sup- 
port some  regulation, 
such  as  more  disclosure 
from  viatical  companies 
and  their  investors,  most 
patients  fear  that  too 
many  rules  could  cripple 
the  industry.  Regulators 
counter  that  without  far- 
reaching  guidelines,  the 
largely  self-policing  in- 
dustry is  ripe  for  abuse. 
Take  Credit  Life  Corp. 
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in  Clearwater,  Fla.,  and  its  affiliates.  A 
ter  receiving  at  least  50  complaints  froi 
patients  who  charged  that  Credit  Lii 
failed  to  make  payments  as  promisee 
Florida  officials  shut  the  company  dow 
in  May.  Credit  Life  has  since  filed  fc 
bankruptcy.  The  California  Insuranc 
Dept.  had  already  shuttered  Credit  Life 
California  bi-anch,  along  with  two  othe 
companies,  for  similar  complaints.  Foi 
mer  Credit  Life  President  Torrey  ¥ 
Cooper  couldn't  be  reached. 

INSURER  OR  BROKER?  The  SEC's  intei 

est  is  different.  It  charges  that  Lit" 
Partners,  like  some  other  viatical  comp; 
nies,  buys  policies,  then  repackages  an 
resells  them  to  investors— in  effect  sel 
ing  securities  that  do  not  meet  disclc 
sure  laws.  It  wants  the  company  to  rej 
ister  as  an  issuer  of  securities.  Lif 
Partners  President  Brian  D.  Pardc 
whose  company  has  bought  some  3,00 
policies  during  the  past  four  years,  de 
nies  the  charge.  "The  sec  is  mischarac 
terizing  the  way  Life  Partners  does  bus 
ness.  Our  clients  are  not  buying  stock  i 
Life  Partners.  They  are  buying  insur 
ance  policies,"  he  says. 

Beyond  the  legal  arena,  there  are  eth 
ical  concerns.  Investors  are  often  charac 
terized  as  taking  advantage  of  the  term; 
nally  ill.  "What  does  that  say  abou 
society  when  we  start  to  speculate  ii 
death?"  asks  the  Reverend  Patrick  Nor 
ris,  associate  director  of  the  Center  foi 
Health  Care  Ethics  at  St.  Louis  Univer 
sity.  "Is  there  nothing  we  won't  do  fo: 
money?" 

Investors  see  it  differently.  They  con 
tend  that  they  are  simply  making  an  in 
vestment  that  also  happens  to  help  pro 
vide  a  dying  person  with  a  bette 
quality  of  life.  "The  bottom  line  is,  re 
gardless  of  what  we  do,  there's  a  goot 
chance  that  [the  patients]  are  not  go 
ing  to  make  it,"  says  Texas  State  Repre 
sentative  Warren  Chisum,  who  has  in 
vested  some  $200,000  in  policies  througl 
Life  Partners.  He  recently  earned  a  £ 
return  on  one  of  the  policies. 

Beranek  and  other  policy  sellers  agree 
They  say  they've  accepted  that  they  maj 
die  soon  and  aren't  concerned  that  some 
one  might  benefit  frorr 
their  death.  "The  realitj 
is  that  many  other  invest 
ment  opportunities  art 
available  to  providers,' 
says  Beranek.  "I  was  jus 
fortunate  that  someone 
has  allowed  me  to  main 
tain  my  independence.' 
Can  ethicists  and  regula- 
tors be  satisfied  with  such 
a  response? 

By  Stephanie  Andersm 
Forest  in  Dallas 
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MARKETING  I 


THE  COLA  WARS 
GO  TO  COLLEGE 


Universities  are  cleaning  up 
by  playing  off  Coke  against  Pepsi 


I  n  the  face  of  funding  cuts,  what's  a 
I  cash-parched  university  to  do  to  raise 
I  money?  Here's  one  idea  that  worked 
for  Rutgers  University:  Have  a  Coke, 
and  smile  all  the  way  to  the  bank. 

On  Aug.  31,  Rutgers  inked  a  $10  mil- 
lion, 10-year  contract  giving  Coca-Cola 
Co.  exclusive  rights  to  sell  soft  drinks 
and  juices  to  the  48,000  students  at  New 
Brunswick  and  two  other  campuses  in 
New  Jersey.  "This  is  one  innovative  way 
to  help  lessen  the  impact  of  cuts,"  Rut- 
gers President  Francis  L.  Lawrence  said 
at  a  press  conference  announcing  the 
pact.  Under  the  deal,  any  campus-spon- 
sored group  has  to  sell  Coke— and  even 
campus  restaurants  and  convenience 
stores  that  normally  sell  Pepsi  will  have 
to  switch. 

Rutgers  is  the  latest  example  of  a 
growing  trend.  Ever  since  Pennsylva- 
nia State  University  signed  a  beverage 
deal  with  Pepsi-Cola  Co.  in  1992  that  is 


BIG  GUY  ON  CAMPUS:  RUTGERS  ISN'T  FOR  THE  PEPSI  GENERATION 


expected  to  earn  it  $14  million  over  10 
years,  universities  have  been  auction- 
ing off  rights  to  sell  on  their  campuses 
in  multiyear  contracts.  The  University  of 
Cincinnati,  the  University  of  Oregon, 
and  others  have  also  signed  deals. 
PYRRHIC  VICTORY?  In  jousting  for  campus 
business,  says  Jesse  Meyers,  publisher  of 
Beverage  Digest,  Coke  and  Pepsi  run  the 
risk  of  "whomping  up  the  bidding  until 
you  know  whoever  is  the  winner  is  in 
fact  the  financial  loser."  Coke  and  Pepsi 
won't  comment  on  the  profitability  of 
the  pacts,  but  both  admit  they  highly 
value  having  a  strong  franchise  with 


young  cola  quaffer] 
The  bargain  th{ 
Rutgers  cut  show] 
just  how  adept  unj 
versities  have  hi 
come  at  playinj 
the  companies  o] 
against  each  othea 
Coke  already  cor 
trolled  90%  of  thl 
school's  soft-drinl 
business  through 
contract  coverinl 
Rutgers'  cafeterias 
student  centers,  ank 
fountain  machines 
Rutgers  threw  il 
its  vending-machini 
business— which  had 
-plus  special  promd 


Si!i 


belonged  to  Pepsi 

opportunities  and  the  promise  of  exclul 
sivity  and  got  Coke  and  Pepsi  to  bid! 
Coke  had  to  up  Pepsi's  offer  of  abou 
$7.5  million  or  lose  its  spot  on  campus. 

Brad  Choate,  a  Penn  State  associat 
vice-president,  predicts  that  universitie 
will  cut  "more  and  more"  such  deals 
He  says  Penn  State  already  has  similar 
agreements  with  AT&T  and  bookseller  | 
Barnes  &  Noble  Inc.  The  lesson:  The  ^ 
great  campus  cola  wars  may  soon  jevi 
broaden  out  to  include  all  sorts  of 
businesses. 

By  Maria  Mallory  in  Atlanta 
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PEOPLE  I 


'SKY'  MAGARY 
PICKS  A  DOGFIGHT 


As  head  of  United's  new  low-cost 
shuttle,  he'll  be  battling  Southwest 


uring  his  24  years  in  the  airline 
business,  Alan  "Sky"  Magary  has 
earned  a  reputation  as  one  of  the 
sharpest  executives  around.  During  the 
early  1980s,  Magary  helped  then-Chair- 
man Stephen  M.  Wolf  engineer  a  turn- 
around at  troubled  Republic  Airlines  Inc. 
Footrests  and  smoke-free  domestic- 
flights?  Magary's  ideas.  "This  is  a  man 
who  understands  the  airline  business, 
and  everybody  likes  him.  That's  hard 
to  do  in  this  business,"  says  Michael  J. 
Boyd,  consultant  with  Aviation  Systems 
Research  in  Golden,  Colo. 

Now,  Magary  meets  his  toughest 
match.  On  Aug:  31,  the  erstwhile  consul- 
tant was  named  president  of  The  Shuttle 
by  United,  the  new  United  Airlines  Inc. 
carrier  set  to  begin  service  in  eight 
West  Coast  cities  on  Oct.  L  His  goal:  to 
wrest  market  share  from  such  low-cost 
rivals  as  Southwest  Airlines  Co. 


Already,  The  Shuttle  is  meeting  turbu- 
lence. The  union  representing  United's 
18,000  flight  attendants  has  refused  to 
join  the  company's  employee-ownership 
plan.  Those  workers  won't  be  kicking  in 
wage  concessions  and  work-rule  changes 
valued  at  $416  million— savings  that  would 
help  The  Shuttle  keep  costs  low.  Mean- 
while, Southwest  has  unveiled  a  nation- 
wide promotion  reducing  Monday  night 
fares  to  $25  and  threatened  to  invade 
United's  long-haul  markets. 
Continental  Airlines  Inc., 
too,  launched  a  new  fare 
promotion  Sept.  7. 
decorator.  Magary,  appro- 
priately and  remarkably 
nicknamed  Sky  at  birth, 
downplays  the  hurdles. 
"We're  offering  a  product 
that's  a  real  winner,"  he 
says.  The  Shuttle  will  gen- 
erally match  Southwest's 
fares— and,  like  Southwest, 
will  focus  on  routes  of  less 
than  750  miles.  Unlike 
Southwest,  though,  it  will  offer  assigned 
seating  and  let  travelers  participate  in 
United's  popular  frequent-flier  program. 

If  customers  don't  bite,  United  could 
find  itself  chased  from  short-haul  mar- 
kets coast-to-coast— as  it  was  in  California 


7 


beginning  in  1991,  when  it  couldn't  com 
pete  with  Southwest's  lower  costs.  Low 
er  wages  and  flexible  work  rules  should 
reduce  The  Shuttle's  costs  to  7.4<P  per  Jo 
available  seat  mile— only  slightly  higher 
than  Southwest's.  Still,  Magary's  first 
fight  with  Southwest,  in  the  lucrative 
California  market,  could  be  fierce.  Skep- 
tics doubt  United  can  outfox  Southwest 
"Only  a  deranged  MBA  could  have  thought 
this  up,"  says  consultant  Boyd.  United 
executives  hope  loyal  fliers 
in  Los  Angeles  and  San 
Francisco  hubs  will  keep 
The  Shuttle  aloft.  Then,  it's 
off  to  fight  for  Chicago's 
Midway  Airport,  another 
Southwest  stronghold. 

Can  Magary  turn  Unit- 
ed into  the  low-cost  provid 
er  it  must  become?  Years 
ago,  when  redecorating 
Northwest's  aging  aircraft, 
he  picked  seat  fabric  with 
subtle  patterns  "to  help  dis- 
guise coffee  spills,"  remem- 
bers former  Northwest  maintenance  ex- 
ecutive Ben  H.  Lightfoot.  Service  and 
efficiency:  That's  what  The  Shuttle  will 
need  if  it's  going  to  play  in  Southwest 
CEO  Herb  Kelleher's  backyard. 

By  Susan  Chandler  in  Chicago 
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>SIE  GREG  NORMAN  IS  ONE  OF  THE  STARS  IN  THE  U.S.-AGAINST-THE-WORLD  CONTEST 


M  JVhcn  the  inaugural  Presidents 
mKm  Cup  golf  tournament  tees  off 
■  mm  in  Virginia  on  Sept.  16,  it 
1  have  all  the  trappings  of  a  mar- 
3e  event:  top  players,  three  days  of 
gvision  coverage,  a  spanking  new 
irse— even  a  White  House  dinner  for 
1  participants. 

f  things  go  well,  few  will  know  how 
ch  last-minute  scrambling  went  into 
;anizing  the  new  tourney.  The  PGA 
ir,  the  association  of  touring  profes- 
nals  that  is  the  biggest  organizer  of 
i  golf  events,  hammered  out  the  Pres- 
nts  Cup  in  just  six  months— while  in 
:  midst  of  a  management  change.  Why 
s  rush?  The  PGA  Tour  wanted  to  beat 
;  Cleveland-based  nemesis  Interna- 
nal  Management  Group. 
:ord  year.  On  the  face  of  it,  the  PGA 
ar  would  seem  to  have  little  to  fear 
m  rivals.  Riding  the  wave  of  golfs 
)wth,  it  will  set  records  this  year, 
:h  a  projected  $58  million  in  prize 
mey,  $70  million  in  revenue  from  TV 
hts,  and  $82.5  million  from  sponsors 
;1  other  sources. 

But  other  events  are  eating  into  the 
A  Tour's  growth.  Examples  include 
ins  Games,  made-for-TV  contests  in 
lich  four  golf  luminaries  go  head-to- 
ad, and  the  Shark  Shootout,  a  tour- 
tnent  hosted  by  Aussie  pro  Greg  Nor- 
m.  "The  Presidents  Cup  is  a  rather 
insparent  effort  by  the  PGA  Tour  to 
ab  part  of  the  action,"  says  a  broad- 
3t  executive  who  has  worked  with 
3  tour. 

Fear  finally  drove  PGA  Tour  officials 
,o  action.  In  February,  they  learned 
at  IMG  was  teaming  with  Rupert  Mur- 
ch's  British  Sky  Broadcasting,  Star 


TV,  and  other  partners  to  launch  a  new 
U.  S.-vs.-the-world  golf  event.  If  the  PGA 
Tour  didn't  react,  it  would  lose  out  to 
IMG's  Mark  H.  McCormack.  "It's  our 
idea.  The  tour  took  it.  That's  fine,"  Mc- 
Cormack snaps. 

In  an  effort  to  replicate  the  excite- 
ment of  the  Ryder  Cup,  the  Presidents 
Cup  will  pit  12  top  U.  S.  players  against 
a  dozen  foreign  foes,  non-Europeans  all. 
There  are  no  prizes.  The  proceeds  will 
go  to  charity.  Tour  officials  say  they  had 
considered  such  an  event  for  months 
and  IMG's  plans  just  spurred  them  to 
action.  "There  was  a  window  that  we 
felt  might  disappear  by  1996,"  says  new 
PGA  Tour  Commissioner  Timothy  W.  Fin- 
chem.  By  mid-February,  he  had  outlined 
a  deal  in  which  CBS  and  ESPN  bought 
domestic-TV  rights. 

With  an  idea,  a  date,  and  a  site— the 
new  Robert  Trent  Jones  Golf  Club  in 
Prince  Williams  County,  Va.— the  tour 
needed  one  more  crucial  element:  play- 
ers. "Corey  Pavin  was  giving  up  a  six- 
figure  paycheck  in  order  to  make  himself 
available  to  do  something  for  free,"  says 
his  agent,  Roscoe  "Rocky"  Hambric  Jr. 
While  prior  commitments  kept  some 
stars,  including  Ernie  Els  and  Jumbo 
Ozaki  away,  the  rosters  are  filled  with 
such  prominent  players  as  Fred  Cou- 
ples, Greg  Norman,  and  Vijay  Singh. 

U.  S.  team  captain  Hale  Irwin  says 
he  was  excited  about  being  tapped,  but 
one  doubt  nags  him.  "We  have  to  look 
very  carefully,  and  make  sure  we  don't 
cannibalize  the  rest  of  the  tour,"  he  says. 
That's  a  worry.  But  with  the  likes  of 
Murdoch  and  IMG  circling  the  links,  the 
PGA  Tour  had  to  act  decisively. 

By  David  Greising  in  Atlanta 


COPYCATS  ON 
A  HOT  TIN  ROOF 


P&G  is  aggressively  suing  those  it 
says  mimicks  its  brand  names 


Procter  &  Gamble  has  gone  on  the 
warpath.  The  target:  copycats  of 
its  vaunted  stable  of  brands.  On 
Aug.  26,  the  day  it  acquired  Giorgio 
Red  perfume  from  Avon  Products  Inc., 
P&G  sued  Revlon  Inc.  for  trademark  in- 
fringement, p&g's  aim:  to  keep  Revlon 
from  introducing  "Charlie  Red"  in  the 
U.  S.  Then,  on  Sept.  7,  Procter  went  af- 
ter Michigan  drugstore  operator  F&M 
Distributors  Inc.  and  private-label  man- 
ufacturer Perrigo  Co.  for  using  packag- 
ing that  P&G  says  apes  its  designs  for 
Sure  and  Secret  deodorants  and  other 
products.  And  those  are  just  Procter's 
most  recent  actions:  This  year,  the  com- 
pany has  filed  13  such  suits,  vs.  two  or 
three  annually  in  the  past. 

Why  the  upsurge?  As  P&G  sees  it, 
more  companies  are  imitating  its 
wares— or,  at  least,  their  packaging.  And 
even  though  its  profits  are  booming, 
Procter  wants  to  counter  the  private- 
label  competition  that's  aggravating 
brand-name  marketers.  In  diapers,  for 
instance,  P&G  in  January  sued  private-la- 
bel producer  Para- 
gon Trade  Brands 
Inc.,  alleging  in- 
fringement of  two 
patents. 

seeing  red.  Procter 
has  had  mixed  suc- 
cess with  its  suits. 
It  has  settled  a  few 
recent  actions  in  its 
favor,  winning  an 
end  to  some  copy- 
cat package  designs.  But  it  also  spent 
years  warring  with  Kimberly-Clark 
Corp.  over  diaper  technology,  only  to 
lose  one  key  ruling— and,  outsiders  say, 
settle  on  unfavorable  terms.  Revlon  and 
Paragon  vigorously  deny  p&g's  latest 
charges.  Perrigo  and  f&m  refuse  to 
comment. 

P&G  still  has  a  ways  to  go  before  it  ri- 
vals America's  most  litigious  defenders 
of  corporate  intellectual  property. 
"They're  sure  as  hell  not  Intel,"  says  at- 
torney Kenneth  R.  Adamo  of  Jones, 
Day,  Reavis  &  Pogue,  one  of  p&g's  firms. 
But  with  P&G  Chairman  Edwin  L.  Artzt 
taking  a  personal  interest  in  the  topic, 
expect  more  action  from  P&G. 

By  Zachary  Schiller  in  Cleveland 


P&G  IS  SUING  REVLON 
OVER  THE  NAME  RED 
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NO  SILVER  LINING 
FROM  STERLING  DRUG 


In  its  recent  divestiture 
spree,  Eastman  Kodak  has 
been  getting  surprisingly  high 
prices  for  pieces  of  the  Ster- 
ling Drug  operation  it  ac- 
quired in  1988.  Indeed,  Kodak 
seems  certain  to  bank  far 
more  than  the  $5.1  billion  it 
paid  for  the  health-care  con- 
cern. But  is  that  enough  to 
transform  the  much-derided 
Sterling  deal  into  a  winner? 
Probably  not.  So  far,  Kodak 
has  reaped  about  $4.6  billion 
for  two  former  Sterling  units 
(the  clinical-diagnostics  opera- 
tion, sold  on  Sept.  6  to  John- 
son &  Johnson,  wasn't  part 
of  Sterling).  Analysts  esti- 
mate Kodak  will  get  $1.9 


SNAPPLE  BEVERAGE 
CLOSING  PR"CE 


?0 


SNAPPLE 

I     ON  THE  ROCKS 

On  


JAN.  3,  '94 


SEPT.  6, 


It's  not  as  though  people  have 
stopped  drinking  iced  tea:  This 
year,  Snapple  Beverage  will 
likely  ship  90  million  cases  of 
bottled  teas  and  fruit  drinks,  up 
60%  from  1993.  Nonetheless, 
Snapple's  inventories  have 
ballooned,  possibly  because 
the  company  overestimated 
demand.  Margins  have  slipped, 
too— hinting  at  price  softness.  In 
late  August,  a  slew  of  analysts 
downgraded  the  stock,  some 
fretting  about  Coca-Cola's  new 
Fruitopia  concoctions  Down 
plunged  Snapple  shares.  And 
on  Sept.  1,  Wheat  First  Butcher 
&  Singer  analyst  John  Maxwell 
also  cut  his  rating  after  Snapple 
refused  to  provide  inventories 
or  shipment  estimates.  Maxwell 
expects  the  company  to  take  an 
earnings  charge. 


°ATA'  BRIDGE  INFORMATION  SYSTEMS  IHC 


billion  more  for  the  two  parts 
of  household-products  maker 
Lehn  &  Fink,  plus  perhaps 
$300  million  for  Sterling's  R&D 
building.  That  totals  $6.8  bil- 
lion. But  Sterling's  profits  did- 
n't cover  costs  of  servicing  an 
extra  $5  billion  in  debt  over 
six  years,  says  Prudential  Se- 
curities analyst  Alex  Hender- 
son. His  conclusion:  Kodak 
"would  have  done  better  put- 
ting the  money  into  T-bills." 


WESTINGHOUSE 
COULD  GET  ZAPPED 


Five  Ohio  and  Pennsylvania 
utilities  are  charging  West- 
inghouse  Electric  with  selling 
defective  generators  for  nu- 
clear plants— and  then  cover- 
ing up  the  problems  for  25 
years.  At  a  trial  beginning  on 
Sept.  8  in  U.  S.  District  Court 
in  Pittsburgh,  the  utilities,  led 
by  Duquesne  Light,  are  su- 
ing Westinghouse  for  alleged 
racketeering.  They  claim  that 
88  other  Westinghouse  gen- 
erators, with  a  life  expectancy 
of  40  years,  are  cracking  and 
corroding.  Westinghouse  ac- 
knowledges corrosion,  but 
says  parts  warranties  were 
for  only  five  years.  Of  12  sim- 
ilar suits,  Westinghouse  has 
settled  five  out  of  court. 


DON'T  BET  ON 

A  HILTON  TAKEOVER 


Is  Hilton  Hotels  in  play?  A 
report  by  USA  Today  colum- 
nist Dan  Dorfman  that  a 
group  of  unnamed  buyers  is 
eyeing  the  company  fueled  a 
10%  stock  gain  on  Sept.  6. 
But  cautious  onlookers  point 
to  a  history  of  false  takeover 
starts,  most  notably  a  1989 
rumor  frenzy  that  drove  Hil- 
ton shares  to  $115.  They  later 
fell  back  to  $26.  The  company, 
which  denies  it  is  in  talks,  is 
not  apt  to  be  sold  soon.  CEO 
Barron  Hilton,  who  controls 
24.5%  of  the  stock,  will  prob- 
ably delay  a  sale  until  the 
lodging-industry  recovery 
blossoms.  He  may  also  wait 
until  1996,  when  new  casino 
operations  are  expected  to 


H  E  A  D  L 


NOW,  THAT'S  A  HEAVY  ASSIGNMENT 


She  did  it.  In  television  ads 
first  aired  on  Sept.  5,  for- 
mer CBS  journalist  Kathleen 
Sullivan  took  to  a  mountain- 
top  to  announce  that  she  had 
lost  23  pounds— the  gratifying 
result,  ostensibly,  of 
nine  months  of 
highly  publicized 
dieting  with  the 
Weight  Watch- 
ers program. 

Sullivan,  41, 
stepped  on  the 
scales  earlier  in 
a  Weight  Watch- 
ers ad  campaign 
starting  in  January 
Without  saying  how  much  she 
actually  weighed  before  and 
after,  she  boasts  that  she  has 
dropped  three  dress  sizes. 
The  reward:  Extension  of  her 
quarterly  pitchwoman  con- 
tract, which  depended  on  her 
meeting  the  loss  target.  "It's  a 


lot  of  pressure,"  she  sai<8 
February  of  the  deal.  Fol 
nately,  Sullivan  has  a  day  I 
She'll  start  work  on  a  sn 
that  will  air  on  the  Fox  1 
work  next  autumn. 

Weight  Watcher! 
relieved,  too.  it 
division  of  H| 
Heinz  lost  neJ 
$15  millionl 
the  fiscal  yj 
ended  Apr.  | 
analysts  say 
part  beca 
Sullivan's  c 
paign  began  in 
middle  of  a  severe 
ter  that  kept  people  a 
from    weight-loss  cent 
Now,  after  investing  in  di 
marketing  and  customer  d 
base  programs,  analysts 
the  unit's  profits  should  re 
$5  million  in  fiscal  1995 

By  Keith  Alexam 


add  $150  million  to  Hilton's 
cash  flow— boosting  its  mar- 
ket value  to  $100  a  share,  an- 
alysts say,  from  $64. 


WHO'S  BUYING 
BOEING'S  NEW  737s? 


o  airline  will  yet  admit 
to  ordering  one,  but  Boe- 
ing will  start  development 
anyway  of  a  larger  version  of 
its  popular  737.  Boeing  says 
four  undisclosed  customers 
have  "committed  to  order" 
more  than  40  of  the  planes, 
dubbed  the  737-800,  which 
feature  new  engines  and 
wings,  more  range,  and  a  fu- 
selage longer  than  the  737- 
400  it  replaces.  The  almost- 
orders  are  worth  $1.6  billion. 


JIMMY  CARTER:  NO  HIT 
WITH  BALLPLAYERS 


Don't  look  for  the  White 
House  to  end  the  four- 
week-old  baseball  strike.  The 
Clinton  Administration  has 
passed  on  a  suggestion  from  a 


Federal  Mediation  &  Conci 
tion  Service  official  that  it  i 
point  Jimmy  Carter  or  forn 
Secretary  of  State  Geor 
Shultz  to  bring  the  dispute 
binding  arbitration.  The  t 
FMCS  umpire  nixed  the  pi 
posal,  too.  "It  doesn't  ma 
sense  at  this  time,"  says  PM 
Director  John  Wells.  The  bt 
players  aren't  exactly  d 
fraught    by    the  decisiol 
"What  does  Jimmy  Cartl 
know  about  the  industry  I 
baseball?"  sniffs  Major  Leagj 
Baseball     Players  Assl 
spokesman  Gene  Orza. 


ET  CETERA  . . . 


►  The  Haft  saga  persists.  Pi 
triarch  Herbert  was  firef 
from  the  family  property  unii 

►  American  Express  unveilej 
the  True  Grace  Card,  with 
25-day  interest-free  period. 

►  Kidder  Peabody  named  Mjj 
chael  Madden  to  head  its  "gli 
bal  origination"  effort. 

►  Chicago's  new  name:  WhJ 
dows  95.  Why?  Microsoij 
won't  ship  it  until  next  year! 


Anyone  in  a  long-term  relation- 
ship) knows  what  it  takes  to  help  it 
flourish  and  grow.  Trust.  Patience. 
Understanding.  The  Travelers' 
commitment  to  these  values  is  how 
we  protect  our  customers  and  help 
them  prosper. 

Through  our  investment  and 
pension  services,  we  can  help  you 
plan  for  the  financial  security  of 
your  company  and  your  employees. 
We  offer  a  broad  range  of  corporate 
investment  options  including 
Guaranteed  Separate  Accounts 
and  Guaranteed  Interest  Contracts. 
And,  as  always,  your  investment 
is  tailored  to  meet  your  company's 
specific  requirements. 

In  addition,  we'll  help  you 
prepare  for  your  own  retirement 
with  the  same  Tax  Sheltered 
Annuity  plans  we  provide  for 
millions  of  workers,  retirees  and 
their  families.  And  we  protect  these 
important  investments  with  over 
$10  billion  in  annuity  reserves. 


With  130  years  in  the  insurance  business, 
we  know  about  lasting  relationships. 


©  1994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183 


Over  the  years,  millions  of 
people  have  invested  their  future 
under  America's  umbrella.  And 
in  doing  so,  gained  the  security  to 
reflect  on  the  past. 


TheTravelersT 

Insurance  Companies 


To  handle  the  blizzard  of  reservation 
calls  during  the  busy  season,  Taos  Valley 


Resorts  had  to  ask  many 
potential  customers  to 
hang  on.  Unfortunately, 
too  main-  simply  hung  up. 

Sprint  Business  created 
a  real  solution:  Enhanced 


When  Sprint  Business 

took  our  customers  off  hold, 

business  snowballed. 


800SM  Service  instantly  transferred  calls 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
reservations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
ov  er  the  competition. 

No  matter  what  business  you're  in, 
Sprint  business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  ( >ne  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

bind  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


India  Hatch 
President 

Tans  Valley  Resort  Assn. 


REAL  BUSINESS      REAL  PROBLEM      REAL  SOLUTION     REAL  RESULTS 

Taos  Valley  Resort 
Association 


Sales  lost  due  to  bus 
reservation  lines 


Galls  re-routed  instantly  to 
available  operators 


30%  more  reservations 
hi  ><  tsted  profits 


Sprint 

Business 


©1994  Sprint  Communications  Company  L  P 
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LINTON  IS  STREAMLINING  GOVERNMENT 
IUT  VOTERS  MAY  NOT  CARE 


Efficient  government"  strikes  voters  as  an  oxymoron, 
and  for  good  reason.  From  Richard  Nixon's  Ash  Com- 
mission to  Ronald  Reagan's  Grace  Report,  Presidents 
ye  declared  war  on  bureaucracy  for  decades,  yet  the  federal 
hemoth  grows  only  more  bloated.  So  skepticism  will  be  in 
ler  on  Sept.  14  when  President  Clinton  releases  a  one- 
ir  anniversary  "Reinventing  Government"  report  and  boasts 
it  sweeping  reform  is  at  hand. 

But  only  cynics  would  dismiss  the  ReGo  effort  headed  by 
le-President  Al  Gore  as  worthless.  The  Administration  ac- 
illy  has  made  a  promising  start. 
;encies  insist  they're  delivering  ser- 
es more  efficiently,  from  distribut- 
;  food  stamps  electronically  to  short- 
ing approval  time  for  government 
irtgage  insurance  from  five  months 
five  days.  The  Administration's  bot- 
n  line:  It's  on  track  toward  a  five- 
ir  goal  to  save  $108  billion  and  is 
fway  toward  downsizing  U.  S.  pay- 
Is  by  272,000,  in  part  by  copying  pri- 
;e-sector  buyouts. 

Government  reform  was  a  key  de- 
nt of  Clinton's  campaign  as  a  New 


SHOW  TIME:  GORE  DOES  LETTERMAN 


mocrat.  To  keep  his  pledge,  he  "needs  to  convince  Ameri- 
is  that  he  can  fix  government,"  says  Al  From,  president  of 
;  centrist  Democratic  Leadership  Council.  That's  why  the 
sp  has  a  full-time  "reinvention"  staff  and  why  many  agencies 
ye  their  own  ReGo  czars— all  trying  to  improve  customer 
ad:  taxpayer)  satisfaction.  Gore  even  awards  tiny  ham- 
rs  to  those  who  bust  up  bureaucracy. 
By  the  end  of  September,  agencies  are  supposed  to  meet 
v  performance  standards.  The  Internal  Revenue  Service,  for 
imple,  must  provide  refunds  within  14  days  to  taxpayers 
o  file  electronically,  and  the  U.  S.  Geological  Survey  will  try 
fill  requests  for  maps  within  two  days,  rather  than  the  cur- 
it  six  weeks. 


There's  more.  Under  a  new  governmentwide  procurement 
law,  the  Pentagon  is  eliminating  onerous  paperwork  require- 
ments for  vendors,  saving  billions  in  the  purchase  of  com- 
mercial products.  The  Interior  Dept.  has  transferred  300  Bu- 
reau of  Reclamation  employees  from  Denver  headquarters 
to  area  offices  to  work  more  closely  with  customers  in  the 
field.  Mortgage  companies  can  expect  to  save  $4  million  a  year 
because  the  Housing  &  Urban  Development  Dept.  has  auto- 
mated the  processing  of  FHA  insurance  applications.  The  Agri- 
culture Dept.  is  consolidating  field  offices  from  3,700  to  2,500 
so  farmers  won't  have  to  traipse  to  dif- 
ferent locations  for  various  services. 
sacred  cows.  But  change  isn't  coming 
easily.  Reform  faces  trouble  from  con- 
gressional barons  who  protect  pet  agen- 
cies. The  House  barred  personnel  cuts 
at  the  Veterans  Health  Administration, 
for  example.  And  conservatives  will  try 
to  block  civil-service  reforms  that  give 
unions  job-security  concessions  in  re- 
turn for  flexible  work  rules. 

Anticipating  such  opposition,  the 
ReGo-nauts  decided  at  the  outset  to 
steer  clear  of  major  reorganizations, 
such  as  consolidating  100-plus  job-training  programs.  Useless  sa- 
cred cows  such  as  the  Rural  Electrification  Administration 
and  the  Interstate  Commerce  Commission  will  be  spared,  too. 

But  the  decision  to  reinvent  existing  services  rather  than 
deinvent  unwanted  ones  may  mean  Clinton  won't  get  the  big 
political  payoff  he  seeks.  Voters  won't  thank  him  for  improv- 
ing programs  they  don't  want.  "It's  like  making  the  buggy- 
whip  factory  more  competitive,"  scoffs  Scott  A.  Hodge,  an  an- 
alyst at  the  conservative  Heritage  Foundation.  "They'll  just 
find  ways  to  waste  our  money  more  efficiently."  With  a  voter 
mind-set  like  that,  Bill  Clinton  and  Al  Gore  shouldn't  be  sur- 
prised if  their  good  deeds  go  unrewarded  in  the  voting  booth. 

By  Susan  B.  Garland,  with  Amy  Barrett 


kPITALWRAPUPI 


0LITICS 


Pormer  Housing  &  Urban  Develop- 
"ment  Secretary  Jack  Kemp  is  hint- 
ig  to  top  Republicans  that  he  may  sit 
at  the  '96  GOP  Presidential  race, 
iemp,  who  lags  far  behind  Senate  Mi- 
ority  Leader  Bob  Dole  in  early  polls, 
as  said  he  is  having  too  much  fun 
laking  money  on  the  lecture  circuit  to 
ive  it  up  for  the  campaign.  Republican 
isiders  say  the  ex-quarterback  may 
lange  signals,  but  they're  betting  he 
;ays  on  the  sidelines.  One  sign  of  a 
o-go:  Kemp  has  been  slow  to  assemble 
campaign  team,  while  Dole,  ex-De- 
mse  Secretary  Dick  Cheney,  former 
ennessee  Governor  Lamar  Alexander, 


and  Texas  Senator  Phil  Gramm  are  re- 
cruiting top  talent.  Another  omen: 
Kemp  plans  to  pass  up  the  Christian 
Coalition's  September  conclave. 

LEGAL  REFORM  

The  Clintonites  are  about  to  launch 
civil-justice  reforms— but  they'll  be 
meek.  With  two  lawyers  in  the  First 
Family,  the  White  House  wants  to 
avoid  the  kind  of  controversy  the  Bush 
Administration  stirred  with  attacks  on 
the  litigation  explosion.  Instead,  the 
Justice  Dept.  plans  to  try  to  clear 
crowded  federal  court  dockets  by  using 
arbitration  to  resolve  disputes.  Anoth- 
er idea:  creating  special  courts  for  fam- 
ily and  business  conflicts. 


THE  ADMINISTRATION 


President  Clinton  may  be  supporting 
anticrime  legislation,  welfare  re- 
form, and  immigration  curbs  to  woo 
moderate  voters,  but  his  appointments 
appeal  to  old-fashioned  Democrats.  The 
Prez  has  tapped  U.S.  Judge  Abner  J. 
Mikva,  a  liberal  ex-congressman  from 
Illinois,  as  his  new  chief  counsel. 
Robert  Greenstein,  head  of  the  leftish 
Center  on  Budget  &  Policy  Priorities, 
is  in  line  for  deputy  director  of  the 
Office  of  Management  &  Budget.  And 
a  front-runner  for  a  seat  on  the  Fed- 
eral Trade  Commission  is  Georgetown 
University  law  professor  Robert  Pitof- 
sky,  a  liberal  antitrust  expert. 


1INGTON  OUTLOOK 
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EXPORTS:  'THIS 
SHOW  HAS  LEGS' 


The  U.S.  boom  appears  to  be  gaining  new  momentum 


obert  T.  Pando,  chairman  of 
Lynch  Machinery  Inc.,  is  ecstatic. 
Orders  for  the  Bainbridge  (Ga.) 
company's  picture-tube-manufacturing 
equipment  hit  more  than  $30  million  last 
month.  That's  a  record  backlog  for  the 
80-year-old  outfit,  which  had  sales  of 
just  $8  million  for  all  of  last  year.  The 
more  remarkable  statistic,  though,  is 
that  90%  of  the  new  orders  are  des- 
tined for  China  and  other  overseas  cus- 
tomers. "This  show  has  legs,"  Pando  ex- 
ults. "We're  looking  at  markets  that 
can't  get  televisions  fast  enough." 

He's  not  alone.  U.  S.  exports  of  goods 
and  services  hit  an  all-time  high  of  $58.2 
billion  in  June,  according  to  the  latest 
figures  from  the 
Commerce  Dept. 
(chart).  One  reason 
is  that  economic 
expansions  are  fi- 
nally under  way  in 


AT  A  PICTURE-TUBE- 
MACHINERY  PLANT 
IN  GEORGIA: 
GLOBAL  EXPANSION 
HAS  LED  TO 
BRISK  SALES  OF 
U.S.  GOODS 


all  major  industrial  countries.  Add  in  a 
weak  U.  S.  dollar,  the  Clinton  Adminis- 
tration's relaxation  of  high-tech  licensing 
controls,  and  the  North  American  Free 
Trade  Agreement,  and  you  have  a  U.  S. 
export  boom  that  may  be  gaining  mo- 
mentum after  it  seemed  to  be  running 
out  of  gas  earlier  this  year. 

The  favorable  trend  is  prompting  the 
Commerce  Dept.  to  redraw  its  export 
outlook  for  the  rest  of  the  year.  This 
past  January,  the 
agency  expected  ex- 
ports would  fail  to 
match  a  puny  4% 
rise  in  1993.  Now,  it 
expects  a  jump  of 
8%,  to  $493  billion. 
Although  no  one 
sees  a  return  to  the 
double-digit  growth 
of  the  late  1980s, 
"things  are  picking 


U.S.  EXPORTS 
TAKE  A  JUMP 


60 


GOODS  AND  SERVICES 

MONTHLY 


up  more  quickly  and  strongly  aroij 
the  world  than  we  originally  thoug' 
says  John  E.  Jelacic,  senior  internatiK' 
al  economist  at  Commerce. 

There  is  one  dark  cloud  in  this  sil 
lining.  Imports  continue  to  surge,  too, 
the  strong  U.  S.  economic  expans 
sucks  in  products  and  services  fr 
abroad  (box).  And  a  stronger  yen 
make  Japanese  autos  and  electron] 
more  expensive  to  U.  S.  consumers.  A: 
result,  the  U.  S.  is  unlikely  to  red* 
its  annual  trade  deficit  much  below  $WS 
billion  before  1996  at  the  earliest. 
room  for  growth.  But  for  expor 
the  outlook  appears  promising  as  far 
the  eye  can  see.  Even  the  very  com 
nies  that  were  once  symbols  of  Arm 
ca's  failure  to  compete,  the  Big  Thi  » 
auto  makers,  are  taking  part.  In 
first  seven  months  of  this  year,  F( 
Motor  Co.'s  exports  were  up  90%  fr> 
1993,  to  66,198,  with  the  greatest 
crease  in  Mexico.  Take  the  Escort.  F( 
expects  to  ship  50,000  of  them  south 
the  end  of  next  ye 
Ford  also  is  lo 
ing  to  the  East, 
has  added  the  M 
tang  and  the  rig 
hand-drive  Probe 
its  Taurus  and 
plorer  lineups 
Japanese       sho  m 
rooms— a  sign  of  t  :  • 
Big  Three's  belat  if 
determination 
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or  cars  for  foreign  markets.  "Japa- 
e  cars  are  getting  boring,"  crows  Ko- 
i  Suzuki,  who  heads  Ford  Motor  Co. 
pan).  His  proof:  Ford's  exports  to 
ian  in  the  first  half  were  up  147%, 
n  2,742  last  year  to  6,765.  It's  a  small 
e,  but  it's  clear  that  there  is  room 
big  growth. 

general  Motors  Corp.  is  also  gearing 
Beginning  in  January,  1996,  the  com- 
y  plans  to  ship  20,000  Chevrolet  Cav- 
rs  a  year  to  Japan  for  sale  as  Toyo- 
Chrysler  Corp.  saw  its  overseas  car 
is  soar  34%,  to  63,517,  in  the  first  six 
nths  of  1994.  On  Sept.  2,  Chrysler 
sident  Robert  A.  Lutz  said  the  No.  3 

0  maker  plans  an  aggressive  strategy 
South  America,  one  of  the  fastest- 
wing  auto  markets  in  the  world. 

?he  computer  industry  is  seeing  a  re- 
gence  overseas  thanks  to  a  dollar 
ering  around  100  yen.  International 
ers  for  Hewlett-Packard  Co.  grew 
j  in  the  quarter  ending  July  31,  out- 
ing its  domestic  sale  rise  of  24%.  PCs 

printers  are  the  driving  force  behind 
1%  sales  increase  in  the  red-hot  Asian 
*kets,  says  HP  Chief  Economist  Rich- 

C.  O'Brien. 

r  destination.  U.  S.  machine-tool 
lufacturers  expect  exports  to  break 
ir  1992  record  of  $1.2  billion.  China 
become  the  second-largest  foreign 
rket  for  U.  S.  machine  tools— only 
lada  is  a  larger  customer,  according 
Jommerce.  China  is  "our  biggest  ex- 
t  market,"  says  Robert  E.  Agan,  CEO 
Horseheads  (N.Y.)-based  Hardinge 
thers  Inc.,  which  makes  lathes, 
dexico  is  another  hot  destination, 
n  for  smaller  exporters.  NAFTA's  pas- 
e  "seems  to  have  raised  the  whole 
ireness  for  smaller  business  of  a 
ader  market  out  there,"  says  Sandra 
Itby,  senior  vice-president  for  small- 
iness  services  at  KeyCorp  bank  hold- 
company,  based  in  Albany,  N.Y.  One 
f  client,  Gabriel  Electronics  Inc.  in 
r borough,  Me.,  predicts  exports  of 
microwave  antennas  will  increase 
h  10%  of  its  total  sales  to  50%  in 
ling  years. 

[Tie  sheer  number  of  these  smaller 
le  exporters  seems  to  guarantee  con- 
led  gains.  American  Power  Conver- 

1  Corp.,  a  West  Kingston  (R.I.)  mak- 
of  devices  that  protect  computers 
m  power  surges,  has  experienced 
%  gains  in  former  Soviet  markets, 
ile  Chadwick  International  Inc.  in 
rfax,  Va.,  peddles  its  housing  units 
oughout  the  tricky  markets  of  North 
ica.  With  such  an  array  of  exports 
Sling  on,  U.  S.  companies  are  proving 

doubters  all  wrong.  Just  ask  Robert 
ido  down  there  in  Georgia. 
3y  Douglas  Harbrecht  in  Washington, 
h  James  B.  Treece  in  Detroit,  Zachary 
Mler  in  Cleveland,  and  bureau  reports 


WHY  THE  TRADE  GAP 
IS  SO  STUBBORN 


You  might  t 
U.  S.,  after  running 
up  trade  deficits  for 
more  than  a  decade,  was 
ready  to  turn  the  corner.  Af- 
ter all,  foreign  customers  are 
hauling  out  their  checkbooks  to  buy 
U.  S.  capital  goods— from  jumbo  jets 
to  machine  tools  to  computers.  More- 
over, American  manufacturers  and  ser- 
vice providers  are  enjoying  the  low 
inflation  and  higher  productivity 
brought  on  by  an  investment  boom. 
So,  with  the  end  of  an  export  lull  at 
hand,  why  is  the  U.  S.  trade  imbal- 
ance still  growing? 

The  reasons  are  many  and  complex. 
For  one,  imports  will  keep  growing 
faster  than  exports  because  Ameri- 
cans aren't  willing  to  give  up  luxury 
cars  from  Japan  and  Germany,  consu- 
mer electronics  from  *Singapore,  or 
winter  tomatoes  from  Mexico.  As  U.  S. 
manufacturers  gear  up  to  crack  inter- 
national markets,  they  also  are  ab- 
sorbing larger  quantities  of  equipment 
and  components  from  abroad.  Many 
simply  rely  on  manufacturing  at  their 
offshore  subsidiaries,  rather  than  ship- 
ping from  home.  "We  are  never  going 
to  bring  all  that  production  back  to 
America,"  says  Stephen  Cooney,  an 
economist  at  the  National  Association 
of  Manufacturers. 

The  traditional  pattern  is  that  im- 
ports increase  dur- 
ing any  U.  S.  eco- 
nomic expansion. 
And  when  the  rest 
of  the  industrial 
world  is  in  a  slump, 
as  has  been  the 
case  this  decade, 
foreigners  will  buy 
fewer  U.  S.  exports 
such  as  Caterpillar 
tractors  and  Gener- 
al Electric  turbines. 
The  result  of  those 
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U.S.  IMPORTS 
KEEP  CLIMBING 
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two  forces  has  been  a  wider 
trade  gap. 

Now,  even  though  a  pick- 
up in  growth  abroad  has 
boosted  U.  S.  exports,  the 
trade  deficit  is  still  likely  to 
increase,  at  least  over  the  short  term. 
"Imports  have  been  growing  as  a  share 
of  the  economy  for  45  years  now,  and 
that's  a  tough  situation  to  turn  around," 
says  Michael  P.  Niemira,  an  economist 
at  Mitsubishi  Bank  Ltd.  in  New  York. 
Another  explanation  for  the  rise:  the 
increasing  number  of  foreign-owned 
factories  in  the  U.  S.  that  merely  as- 
semble parts  imported  from  abroad. 
inflation  check.  Many  economists  also 
say  Americans'  preference  for  con- 
sumption over  savings  makes  tackling 
the  trade  deficit  harder.  Only  by  dou- 
bling the  U.  S.  savings  rate  and  cutting 
the  budget  deficit,  thereby  reducing 
consumption,  can  the  trade  deficit  be 
eliminated,  they  believe.  "There  are 
barriers  to  U.  S.  goods  in  places  like 
Japan,  but  until  we  get  our  savings 
and  investment  mix  in  order,  nothing- 
will  work,"  says  Daniel  F.  Burton,  pres- 
ident of  the  Council  on  Competitive- 
ness, a  Washington  think  tank. 

Even  though  an  immediate  turn- 
around in  the  U.S.  trade  balance  isn't  in 
the  cards,  some  economists  say  that's 
not  all  bad.  For  one  thing,  when  the 
next  U.  S.  recession  hits,  layoffs  will 
be  more  concentrat- 
ed among  foreign 
suppliers  than 
among  U.  S.  compa- 
nies. And  globaliza- 
tion has  helped  keep 
inflation  in  check, 
since  neither  Amer- 
ican manufacturers 
nor  employees  can 
safely  demand  high- 
er prices  or  wages. 

By  Paul  Magnus- 
son  in  Washington 
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WILL  QUEBEC  REALLY 
DO  IT  THIS  TIME? 


If  the  Parti  Quebecois  wins,  it  will  move  toward  autonomy 


The  town  of  Repent  igny  hardly  looks 
like  the  setting  for  a  revolution. 
Except  for  its  French-language 
signs,  the  community  of  some  35,000  just 
north  of  Montreal  looks  like  any  other 
North  American  suburb,  its  quiet  streets 
lined  with  well-kept  homes.  But  one  re- 
cent sultry  evening,  Repentigny  gave 
Jacques  Parizeau's  campaign  to  break 
up  Canada  a  rousing  reception.  If  his 
Parti  Quebecois  is  elected  in  Quebec's 
Sept.  12  elections,  Parizeau  told  a  crowd 
packed  into  a  school  cafeteria,  he  will 
ask  voters  "Oui  ou  Non?"  whether  they 
want  to  become  a  sovereign  country.  At 
that,  the  crowd  erupted,  waving  Que- 
bec fleur-de-lis  flags  and  chanting:  '  Pari- 
zeau! Parizeau!  Parizeau!" 

Rallies  such  as  that  one  help  explain 
why  the  election  promises  to  be  a  wa- 
tershed in  Canada's  long-running  debate 
over  whether  it  can  survive  as  a  united 
country.  Even  skeptics,  fed  up  with  per- 


ennial debates  about  Canada's  constitu- 
tion, agree  that  Quebec  is  poised  to  set- 
tle the  issue  for  years  to  come.  The  rea- 
son: If  the  PQ  scores  a  decisive  victory 
over  the  ruling  Liberals  as  expected, 
they  will  be  in  a  stronger  position  than 
ever  before  to  achieve  their  vision  of 
independence. 

BATTLE  PLAN.  Parizeau  and  his  top  lieu- 
tenants have  developed  a  battle  plan  for 
winning  a  referendum  on  sovereignty. 
Following  a  "oui"  vote,  Quebec  would 
seek  to  become  a  nation  of  7  million 
people  with  an  economy  the  size  of  Den- 
mark's. Despite  their  rhetoric,  the  separ- 
atists don't  envision  total  independence 
because  they  would  want  to  use  Cana- 
da's currency  and  maintain  an  "economic 
association"  with  English  Canada. 

But  any  moves  toward  greater  deci- 
sion-making autonomy  are  bound  to  trig- 
ger new  acrimony  within  the  country. 
The  rest  of  normally  placid  Canada  could 


face  new  cone 
over  its  ability  to 
main  whole  with, 
example,  its  Marit 
provinces  geogra 
cally  cut  off.  "Th 
are  no  guarant 
that  there  will 
only  one  new  co 
try"  north  of 
U.  S.  border,  pred 
Gordon  Gibson, 
thor  of  a  new  b 
Plan  B:  The  Futur 
the  Rest  of  Canadc 
Because  Canad 
the  largest  U.  S.  ti 
ing  partner,  its  fi 
poses  challenges 
Washington,  aire; 
coping  with  h 
spheric  brushfires 
Haiti  and  Cuba.  '. 
Clinton  Administ 
tion  has  stayed  ou 
the  Canadian  deb 
but  after  a  "yes"  \ 
in  Quebec,  "the  U 
will  have  to  get 
volved,"  says  Jos< 
Jockel,  director  of 
Canada  project  at 
Center  for  Strate 
&  International  St 
ies  in  Washington 
At  some  point, 
U.  S.  would  have 
decide  whether 
recognize  Queb 
which  could  prove  explosive  among  E 
lish  Canadians.  It  also  would  have 
decide  on  what  terms  to  allow  Quel 
into  the  North  American  Free  Tn 
Agreement  I  NAFTA  I.  Both  Quebec  i 
other  parts  of  Canada,  meanwhile,  wo 
pay  an  economic  penalty  in  terms  of 
employment,  and  the  financial  mark 
could  pound  the  Canadian  dollar.  Que 
Premier  Daniel  Johnson,  who  hold 
Harvard  University  MBA,  has  been  wa 
ing  that  "the  political  uncertainty  P; 
zeau  would  create  is  simply  anathen 
to  economic  improvement. 

But  voters  don't  seem  to  be  list 
ing.  A  poll  published  by  The  Globe  c 
Mail  on  Sept.  6  showed  Parizeau  hold 
a  49%  to  38%  edge  over  Johnson,  t 
widest  of  the  campaign.  Most  of  Q 
bee's  French-speaking  voters  agree  w 
Pier  Sante  Volpato,  40,  a  Bell  Cana 
engineer  who  reasons:  "After  nine  ye 
of  Liberal  rule,  it's  time  for  a  change 

Winning  the  referendum  would 
more  difficult.  A  recent  poll  by  CR 
Inc.,  one  of  Quebec's  leading  pollste 
found  only  45%  of  Quebeckers  supp< 


THE  PQ 
ENVISIONS 
JOINING  NATO 
AND  NAFTA, 
WHILE  KEEPING 
CANADA'S 
CURRENCY 
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Buy  value,  not  market  trends 
or  economic  outlook/' 
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"sovereignty."  Polls  such 
as  that  have  helped  calm 
the  markets,  which  earli- 
er this  summer  sent  the 
Canadian  dollar  to  a  six- 
year  low  of  under  72<f. 

But  this  is  just  the 
calm  before  the  storm 
that's  likely  if  the  PQ 
wins.  Within  weeks  of  tak- 
ing power,  Parizeau,  64, 
says  he  will  ask  the  Na- 
tional Assembly  to  pass  a 
"solemn  declaration  statins- 
Quebec's  wish"  to  become 
a  sovereign  nation.  Once 
the  PQ  is  in  power,  "they  will  have  a 
big  impact  on  the  agenda  in  Canada," 
says  Claude  Gauthier,  crop's  director  of 
research.  "The  margin  [on  the  referen- 
dum] will  then  narrow,  and  there  is  a 
chance  that  it  could  even  pass." 

If  voters  approved,  Quebec  would  claim 
authority  to  adopt  all  laws  and  treaties 
and  collect  all  taxes.  The  new  nation 
would  seek  to  join  the 
U.  N.  and  NATO  and  have 
its  own  armed  forces.  At 
the  same  time,  because 
Quebec  exports  about  half 
of  its  $117  billion  gross  do- 
mestic product,  it  would 
try  to  continue  business  as 
usual  with  its  two  key 
partners:  the  rest  of  Cana- 
da and  the  U.  S. 

It  may  sound  far- 
fetched, but  even  Guy 
Saint-Pierre,  CEO  of  SNC- 
Lavalin  Inc.,  Canada's 
largest  engineering  com- 
pany and  a  committed 
federalist,  says:  "I  don't 
question  whether  indepen- 
dence is  feasible."  That's 
because  of  the  progress 
in  creating  an  economy 
run  by  French-speaking 
Quebeckers.  Today,  some 
two-thirds  of  Quebeckers 
work  for  companies  con- 
trolled by  Francophones, 
up  from  under  half  in  the 
early  1960s.  Those  Que- 
bec-based multinationals 
include  such  giants  as 
Bombardier  Inc.,  North  America's  larg- 
est maker  of  transportation  equipment, 
and  SNC-Lavalin. 

DEADLOCK.  Despite  this  increased  clout, 
Quebec's  efforts  to  obtain  greater  polit- 
ical powers  within  Canada  have  been 
repeatedly  thwarted,  creating  enormous 
frustration  in  Quebec.  Even  Claude  Cas- 
tonguay,  a  prominent  Montreal  banker, 
recently  complained  that  "English-speak- 
ing Canada  refuses  to  make  a  place  for 


PREMIER  JOHNSON:  ONLY  18%  OF 
QUEBECKERS  EXPRESS  SATISFACTION 
WITH  THE  STATUS  QUO 


Quebec  at  the  heart  of  Canada."  Such 
sentiments  are  widely  shared:  CROP  polls 
show  that  only  18%  of  Quebeckers  feel 
the  status  quo  is  acceptable. 

But  at  the  same  time  they  want  more 
powers,  most  Quebeckers  are  torn  by 
the  prospect  of  a  complete  departure 
from  Canada.  What  they  really  want, 
says  Jean-Marc  Leger,  a  leading  Mon- 


pert  at  the  University  of  Tor 
to.  And  once  a  PQ  governnu 
starts  taking  such  actions  as 
"solemn  declaration"  on  so' 
reignty,  they're  bound  "to  ere. 
a  very  bad  reaction  from  1 
rest  of  Canada,"  worries  Gl 
lain  Dufour,  president  of  t 
Conseil  du  Patronat,  which  r 
resents  Quebec's  big  employe 
The  prospect  of  such  an  u; 
showdown  terrifies  Quebe 
corporate  leaders,  who  are 
most  universally  opposed  to  s 
ereignty.  Bombardier  CEO  La 
Beaudoin  warns  that  sovereigi 
bring  high  risks  of  numerc 
betwt 


WHAT  AN  INDEPENDENT  QUEBEC 
 WOULD  LOOK  LIKE 

ECONOMY  With  a  GDP  of  $117  billion,  Quebec's  econo- 
my is  about  the  size  of  Denmark's.  This  year,  it  expected 
to  grow  about  3%;  unemployment  stands  at  11.5%. 

POPULATION  7  million 

TRADE  To  preserve  its  crucial  trade  ties  with  the  U.S.  and 
Canada,  Quebec  would  immediately  apply  for  admission 
to  the  North  American  Free  Trade  Agreement  (NAFTA) 
and  seek  a  new  economic  treaty  with  the  rest  of  Canada. 

CURRENCY  It  would  continue  to  use  the  Canadian  dollar. 

INTERNATIONAL  RELATIONS  Quebec  would  join  the  Unit- 
ed Nations  and  NATO  and  maintain  its  own  armed  forces. 
It  would  also  issue  its  own  passports,  though  citizens 
would  be  allowed  to  continue  holding  Canadian  passports. 

DEBT  After  assuming  about  one-fourth  of  Canada's  $438 
billion  debt,  Quebec  would  have  a  total  debt  equal  to 
about  150%  of  its  GDP,  making  it  more  indebted  than  any 
other  Western  democracy. 

DATA  PARTI  QUEBECOIS,  THE  FRASER  INSTITUTE 


treal  pollster,  "is  to  stay  in  Canada,  with 
more  powers  for  Quebec."  But  with  no 
prospect  of  a  constitutional  settlement, 
that  may  be  unobtainable. 

Parizeau  believes  he  can  break  this 
deadlock— and  win  the  referendum— by 
convincing  Quebeckers  that  they  have 
been  rejected  by  English  Canada.  The 
PQ's  strategy  will  thus  be  to  pursue 
"measures  that  will  stir  up  opposition 
to  Quebec  in  English  Canada,"  predicts 


ent 
would 

setbacks  and  of  confrontation 
Quebec  and  its  partners." 

Parizeau  downplays  such  warnin 
But  even  Pierre-Paul  Proulx,  an  e 
nomics  professor  at  the  University 
Montreal  who  advocates  sovereignty, 
mits  that  "for  the  first  five  years  [of 
dependence],  growth  would 
slower"  because  of  a  sharp  di 
in    investment.    After  th 
Proulx  believes  Quebec  woi 
do  better  on  its  own 
HUGE  DEBT.  But  most  other  ec 
omists  are  more  pessimistic, 
guing  the  breakup  would 
more  difficult  than  the  PQ 
mits.  The  price  of  winning 
mission  to  NAFTA,  for  exam 
might  include  raising  the  sut 
dized  electricity  rates  that  I 
dro-Quebec  provides  to  alui 
num  producers.  On  the  financl 
front,  the  Royal  Bank  of  Cana* 
the  country's  largest,  has  warrl 
there  "is  no  realistic  possibility! 
two  truly  sovereign  states  sh| 
ing  the  same  currency." 

Even  worse,  after  assumi 
its  share  of  Canada's  debt,  Q 
bee  would  have  a  debt  load  eq 
to  150%  of  its  GDP,  according 
the  Vancouver-based  Fraser 
stitute  think  tank.  That  woi 
help  swell  Quebec's  budget  d 
cit  from  last  year's  $3.7  bill 
to  well  over  $10  billion,  soi 
economists  predict,  ultimat< 
producing  a  liquidity  crisis 
Even  if  separatism  carries  some  n< 
ative  economic  impact,  the  PQ  thinks 
can  overcome  those  worries  and  prev, 
"If  you  had  told  the  founders  of  the  U.I 
they  would  have  economic  problems 
they  separated  from  Britain,  what  woi 
the  answer  have  been?"  asks  Berra 
Landry,  the  PQ's  vice-president.  TI 
kind  of  sentiment  could  push  Quebec 
go  it  alone. 

By  William  C.  Symonds  in  Montr 
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TO  FULLY  UNDERSTAND  THE  DIFFERENCE  BETWEEN 

INSURANCE  COMPANIES,  YOU  COULD  GO 
THROUGH  THIS  AD.  OR  GO  THROUGH  SHEER  HELL. 


As  anyone  who's  faced  disaster  certainly  knows,  some  insurance  companies  go  out  of  their  way 
to  help  you  pick  up  the  pieces.  And  some  will  leave  your  temper  smoldering.  To  avoid  making  the 
wrong  choice,  you  have  to  select  a  company  for  its  service.  Its  reliability.  And  most  importantly,  its 
solvency.  So  you  can  be  certain  it's  not  only  willing  to  pay  its  claims,  but  able. 

Look  up  General  Accident  Insurance  in  your  Yellow  Pages  and  call  your  Independent  Agent 
about  our  entire  line  of  commercial  insurance  products.  You'll  find  we  have  over  $5.6  billion  in  assets. 
And  that  we  have  an  A+  (Superior)  rating  from  A.M.  Best,  a 
nationally  recognized  insurance  rating  service.  And  when  the  heat 


GENERAL 
ACCIDENT 
INSURANCE 

is  on,  that  kind  of  security  can  help  you  keep  a  cool  head.  We'll  See   You  Through 
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nternational  Outloo 


EDITED  BY  JOHN  PEARSC<I 


EUROPE:  UNIFICATION 
FOR  THE  FAVORED  FEW 


i 


GERMANY 


A Darwinian  selection  process,  separating  economically  fit 
countries  from  the  laggards,  is  under  way  in  the  12-na- 
tion  European  Union.  Europe's  money  markets  are 
prompting  the  sorting  out  by  punishing  governments  that 
don't  have  their  houses  in  order.  The  markets,  for  example, 
have  now  widened  the  interest-rate  spread  between  the  10- 
year  bonds  of  Germany,  with  its  sturdy  mark,  and  Italy,  with 
its  shaky  lira,  to  a  huge  465  basis  points. 

Those  brutal  pressures  are  forcing  the  Germans  and  French 
to  publicly  back  a  strong  inner  core  of  EU 
countries  able  and  willing  to  form  a  tight 
monetary  union.  That  means  a  multitiered 
Europe  is  almost  certain  to  emerge 
(chart).  The  inner  core,  led  by  Ger- 
many and  France,  will  include  Hoi-  > 
land,  Belgium,  and  Luxembourg  in  I 
a  hard-money  nucleus  with  the  Bun- 
desbank calling  the  monetary  tune 
Other  eu  members  will  be  more  loose- 
ly linked  to  the  core  group  in  what 
French  Prime  Minister  Edouard  Balla- 
dur  describes  as  "concentric  circles." 
That  vision  is  also  advocated  by  the 
Christian  Democratic  Union,  the  senior 
party  in  Germany's  ruling  coalition. 
torn  dream.  All  this  comes  as  a  blunt 
acknowledgment  that  the  eu's  lockstep 
march  to  a  broad  monetary  and  political 
union  of  12  nations  has  failed.  The  countries 
left  out  of  the  inner  core  aren't  happy  about  it.  Italian 
Prime  Minister  Silvio  Berlusconi  denounced  the  concept  as  "dis- 
ruptive," and  British  Prime  Minister  John  Major,  in  a  Sept.  7 
speech,  flatly  rejected  any  notion  of  a  multitiered  eu.  But 
there  doesn't  seem  to  be  any  going  back:  The  Germans  and 
French  see  the  core  group  as  a  source  of  cohesion  that  would 
give  the  EU  more  decisiveness  on  issues  from  the  Balkan 
conflict  to  relations  with  the  U.  S. 


<HRtt-TIERED  MHO,* 


HARD  MONEY  WILL 
LINK  THE  CORE 


FRANCE 


...AND  WEAK 
CURRENCIES  WILL 
BAR  OTHERS 


What's  reviving  the  prospect  of  this  monetary  club  is 
rope's  recovery,  which  should  cushion  the  pain  of  tying  toge1> 
er  the  five  nations'  economies  more  tightly.  A  step  towa) 
their  monetary  union  is  a  Sept.  10  meeting  of  EU  finans 
ministers  in  Lindau,  Germany.  In  accordance  with  the  19$ 
Maastricht  Treaty,  the  ministers  will  identify  countries  that  as 
on  track  to  meet  criteria  to  form  a  monetary  union.  The  t» 
gets  include  a  public  debt  of  not  more  than  60%  of  gross  do- 
mestic product  and  inflation  rates  within  1.5%  of  the  avera;; 

for  the  three  EU  members  with  the  ma 
stable  prices.  Core  group  members  ajs 
expected  to  meet  these  goals  by  1996. 
STERN  JUDGE.  Italy  doesn't  standi 
chance  of  meeting  those  target. 
And  the  EU  finance  ministers  m:« 
even  penalize  Europe's  fiscally  un; 
by  such  steps  as  cutting  off  accek 
to  loans  from  the  European  Invej1- 
ment  Bank.  That  will  widen  the  g;i 
between  A-team  countries  and  bene- 
warmers:  Markets  will  react  by  raisht 
the  latters'  borrowing  costs.  Althoug 
Britain  and  Denmark  could  probab* 
tighten  their  fiscal  and  monetary  reil 
enough  to  qualify  for  inner-club  men 
bership,  domestic  political  oppositk 
may  keep  them  out. 
y  Even  for  France,  turning  over  ij 
monetary  sovereignty  to  Germany— which  t 
certain  to  dominate  the  small  EU  nucleus— looks  likei 
nearly  insurmountable  hurdle.  But  markets  have  been  ir| 
posing  their  own  judgments  on  Europe's  political  agend; 
leaving  the  EU  little  choice.  With  new  candidates  for  membe* 
ship  lining  up  and  a  constitutional  convention  in  1996,  this  mil 
tispeed  plan  for  unity  offers  badly  needed  direction.  Not  f 
mention  incentives  for  tougher  economic  disciplin 
By  Bill  Javetski  in  Paris  with  Patrick  Oster  in  Bmss 


GLOBAL  WRAPUP I 


UNIONS  TEST  NAFTA 


Unions  in  the  U.  S.  are  using  the 
North  American  Free  Trade 
Agreement's  side  accord  on  labor  to 
help  Mexican  workers  bargain  with 
American  owners  of  Mexican  plants. 
On  Sept.  12  the  National  Administra- 
tive Office  (NAO),  set  up  in  Washington 
under  the  Labor  Dept.  to  implement 
the  pact,  will  hear  charges  by  the 
Teamsters  against  Honeywell  Inc.  and 
by  the  United  Electrical,  Radi<  &  Ma- 
chine Workers  of  America  (ue)  .  ainst 
General  Electric  Co. 

The  Teamsters  say  Honeywell  fired 
workers  at  its  Chihuahua  plant  for  try- 
ing to  organize  a  union  affiliated  with 


Mexico's  independent  Authentic  Work- 
ers Front.  The  UE  charges  that  GE  de- 
feated the  Mexican  union's  bid  to  rep- 
resent GE  workers  in  an  Aug.  24 
election  at  its  small-motor  factory  in 
Ciudad  Juarez  by  offering  wage  hikes 
and  threatening  to  close  the  factory. 
Such  tactics  "are  illegal  there  and 
would  be  here,"  the  Pittsburgh-based 
UE  says.  GE  denies  these  charges. 

U.  S.  human-rights  groups  have  also 
filed  complaints  against  Sony  Corp.  for 
alleged  union-blocking  actions  at  its 
plants  in  Nuevo  Laredo.  Although  the 
NAO  has  no  enforcement  powers  on 
such  issues,  the  unions  aim  to  use  NAO 
hearings  and  investigations  to  prod 
companies  to  make  concessions. 


FRENCH  EXECUTIVES  IH  TROUBLE 


France's  rash  of  business  corruptior 
probes  has  touched  another  pillai 
of  the  corporate  Establishment:  Chair 
man  Jean-Louis  Beffa  of  glassmakei 
Saint-Gobain.  An  investigating  judg< 
suspects  him  of  paying  $830,000  ir 
bribes  to  officials  of  a  French  town  ir 
exchange  for  a  water-service  contract 
The  case  is  a  particular  black  eyt 
for  French  business  because  Saint-Go 
bain  has  long  been  admired  as  a  mode 
of  good  management.  In  addition  to! 
Beffa,  the  chairmen  of  Alcatel  Alsthom. 
Schneider,  and  Yves  Saint  Laurent  are! 
under  investigation  for  alleged  financial!? 
improprieties. 
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PERFORMANCE  ARTIST 


Ricoh  transforms  color  copying  into  an  art  form. 

Introducing  the  world's  most  efficiently  designed 
digital  color  copier -the  RICOH  NC5006.  Its  palette 
of  capabilities  will  astound 
you.  Like  the  world's 
fastest  first  copy -15 
seconds.  The  world's 


Video 


1-800 


smallest  toner  particles  -  for  the  highest  quality  color 
copies.  And  the  world's  first  Display  Editor  -  for 
unmatched  editing  creativity.  The  NC5006  is  truly  a 
masterpiece  of  technology. 

For  a  private  showing, 
call  1-800-63-RICOH  and 
we'll  send  you  a  free  video,  usa*****™ 
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Off/oa/  Copier  and  Fax 
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STRATEGIES  I 


FOR  COLGATE-PALMOLIVE, 

IT'S  TIME  FOR  TRENCH  WARFARE 


Good  overseas  results  can't  hide  the  grim  news  on  home  shelves 


- 


Ask  Reuben  Mark  a  question 
about  Colgate-Palmolive  Co.'s 
U.  S.  business,  and  often  as  not, 
he'll  tell  you  about  the  rest  of  the  world. 
What  about  Colgate's  sluggish  reputa- 
tion for  new-product  development  in  the 
U.  S.?  Mark  will  talk  about  three  new 
products  quickly  rolled  out  across  Eu- 
rope. How  about  Colgate's  sinking  U.  S. 
profitability?  Mark  enthuses  about  soar- 
ing margins  in  Mexico. 

That's  hardly  surprising.  As  head  of 
the  global  household-products  giant, 
Mark  currently  boasts  far  better  perfor- 
mance abroad  than  at  home.  But  increas- 
ing trouble  is  nevertheless  forcing  Mark 
to  focus  more  attention  on  the 
home  front  these  days.  As  sales 
of  toothpaste,  detergent,  and  per- 
sonal products  nose-dived  in  the 
second  quarter,  Colgate's  U.  S. 
revenues  fell  13%,  while  operat- 
ing earnings  collapsed,  dropping 
30%.  That  followed  a  sluggish 
1993  in  North  America:  Colgate's 
sales  in  the  hypercompetitive 
market  fell  slightly,  to  $2.53  bil- 
lion, while  operating  earnings 
grew  just  2.4%,  to  $332  million. 
"Colgate's  U.  S.  business  is  head- 
ing south,  and  they  don't  have  a 
clear  strategy  to  put  it  right," 
says  Dean  Witter  Reynolds  Inc. 
analyst  William  H.  Steele. 

The  second-quarter  plunge 
sent  up  red  flags  over  much  of 
Wall  Street,  fueling  recent  ru- 
mors that  another  major  restruc- 
turing—Colgate's fourth  in  a 
decade— would  soon  be  an- 
nounced. Mark  denies  the  ru- 
mors and  says  Colgate's  current 
problems  have  been  much  over- 
done. "There's  nothing  in  the  re- 
cent numbers  that  suggest  we've 
met  our  Waterloo,"  he  says.  Still, 
he  is  clearly  speeding  efforts  to 
shore  up  the  troubled  U.  S.  unit. 
A  key  problem  area  is  the  strug- 
gling detergent  business,  where 
brands  such  as  Fab  and  Ajax 
have  fallen  to  only  5%  of  the 
market  from  10%  in  the  late 
1980s.  A  shake-up  of  the  U.S. 


division  has  begun  under  new  head  Lois 
D.  Juliber.  Colgate  is  also  launching  a 
slew  of  new  products,  from  toothpaste  to 
bar  soap,  and  backing  them  with  a  hefty 
rise  in  ad  spending. 

pruning  job.  Colgate  has  certainly  come 
a  long  way  since  Mark,  now  55,  took 
over  as  chief  executive  in  1984  and  began 
pruning  the  once  unwieldy  company 
down  to  five  core  businesses:  oral  care, 
personal  products,  household  cleaners, 
detergents,  and  pet  food.  Mark  has 
steadily  moved  Colgate  away  from  house- 
hold products,  with  their  profit  margins 
of  below  10%,  and  into  personal  prod- 
ucts: The  Mennen  Co.  deodorant  brands 


purchased  in  1992  brought  profit  m; 
gins  of  14.2%.  With  such  moves,  cojr 
bined  with  a  diet  of  cost-cutting  and  *• 
quisitions,  he  has  achieved  constant? 
rising  margins,  cash  flow,  and  stock  p$- 
formance.  His  often  met  goal  of  delivi 
ing  15%  annual  growth  in  earnings 
share  made  him  a  Wall  Street  favoritt 
Now  there's  skepticism  over  whetl 
he  can  keep  it  up.  Despite  a  revival 
Colgate's  European  business  and  booj 
ing  sales  in  the  developing  world,  t| 
rapid  slide  in  the  U.  S.— which  account 
for  35%  of  Colgate's  1993  sales  of  $7.1 
lion  and  38%  of  operating  earnings 
$888  million— is  denting  overall  proi 


to 


DID  TOUGH  COST-CUTTING 
IN  THE  U.S.  FORCE  COLGATE 
CHIEF  REUBEN  MARK  TO 
SKIMP  ON  MARKETING? 
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>ility.  Oppenheimer  &  Co.'s  Gabriel  D. 
)wy  expects  Colgate's  1994  revenue  to 
se  5.3%,  to  $7.5  billion,  while  operating 
ofit,  excluding  nonrecurring  items  and 
rporate  expense,  will  grow  just  5.4%, 

$937  million-far  below  the  18% 
■owth  it  has  averaged  since  1989. 
Analysts  say  Colgate  will  still  meet 
;  ambitious,  double-digit  profit-growth 
ial— but  only  thanks  to  a  massive  stock 
lyback.  Because  it  has  bought  up  8%  of 
i  shares  since  early  1993,  Lowy  ex- 
icts  Colgate  to  turn  in  earnings  per 
are  of  $3.80,  up  12.4%.  "They're  relying 

financial  engineering  to  manufacture 
e  continued  earnings  growth,"  he  says. 
That's  a  charge  Mark  vehemently  de- 
2S.  He  says  Colgate  bought  its  shares 
cause  it  had  too  much  equity  relative 
debt  after  using  stock  to  pay  for  Men- 
n.  Rather  than  reporting  even  higher 
rnings  against  its  lower  number  of 
ares,  he  says,  Colgate  pumped  extra 
omotional  money  into  Latin  America, 
his  is  a  normal  part  of  our  plan  for 
lintaining  a  healthy  balance  sheet,"  he 
ys.  "We  have  made  our  earnings  goal 
the  past,  we  will  meet  it  this  year, 
d  we  will  make  it  in  the  future." 
But  to  do  so,  Mark  will  have  to  cope 
th  a  fierce  competitive  squeeze  in  the 
S.  Lower-cost  products  such  as  Dial 
irp.'s  Purex  detergent  have  bitten  into 
ilgate's  share.  Meanwhile,  market  lead- 
Procter  &  Gamble  Co.  has  turned  up 
e  heat,  thanks  to  a  restructuring  that 
t  it  with  far  lower  costs.  "Procter  can 
w  drive  prices  down  while  still  in- 
easing  advertising  and  R&D,"  says 
try  M.  Stibel,  a  marketing  expert  at 
;w  England  Consulting  Group.  "That's 
iking  it  increasingly  difficult  for  com- 
titors  such  as  Colgate  to  hang  on." 
iol-aid  rescue.  Colgate  has  made  re- 
iicturing  efforts  of  its  own,  cutting 

estimated  $25  million  from  annual 
>rth  American  costs  since  its  last  re- 
"ucturing  in  1991.  But  critics  say  that 
)  much  of  that  savings  came  from  pen- 
-pinehing  on  product  development  and 
irketing.  "They  haven't  invested  con- 
itently  in  their  brands,"  says  one  for- 
3r  high-ranking  Colgate  executive. 
Aiile  the  cost-cutting  was  necessary, 
ey  haven't  had  the  money  to  grow 
e  business." 

The  result:  a  market-share  drubbing 
recent  years.  The  erosion  has  been 
)st  severe  in  toothpaste,  Colgate's 
jgest  product  in  the  U.  S.  Since  1992, 
ilgate's  market  share  has  fallen  from 
.5%  to  21.7%  in  the  face  of  Unilever 
C's  successful  launch  of  Mentadent,  a 
mbined  peroxide  and  baking  soda 
athpaste.  Colgate's  deodorants  have 
ewise  lost  out  to  innovation  at  Gil- 
;te  Co.,  which  scored  with  its  Series 
e  of  clear  gel  deodorants.  While  Gil- 
;te's  share  has  grown  3.1%,  to  19.3%, 
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•EXCLUDING  NONRECURRING  ITEMS  AND  CORPORATE  EXPENSE 
DATA:  COMPANY  REPORTS,  OPPENHEIMER  8,  CO. 

since  1992,  Colgate's  has  fallen  to  14.1%, 
from  15.4%,  after  it  took  over  Mennen. 
Mark  says  Mennen  is  "performing  above 
our  financial  expectations,"  largely  be- 
cause of  overseas  expansion. 

The  job  of  reviving  U.  S.  growth  now 
falls  to  Juliber,  the  new  head  of  U.S. 
operations.  She  is  a  45-year-old  market- 
ing whiz  who  spent  the  last  three 
years  overseeing  R&D  and  manufactur- 
ing. In  the  late  1980s,  Juliber  doubled 
sales  and  tripled  profits  at  Colgate's 
Asian  operations  in  only  three  years. 
Earlier,  at  Kraft  General  Foods  Inc.,  she 
turned  around  Kool-Aid  and  other  ailing 
powdered  soft  drinks.  "She's  a  taskmas- 
ter at  growing  brands,"  says  Clay  Tim- 


Analysts  say  Colgate  will 
meet  its  ambitious  profit 

goals  thanks  only  to 
a  massive  stock  buyback 


on,  a  former  Colgate  advertising  head 
who  now  runs  Landor  Associates,  a  San 
Francisco-based  marketing  firm. 

Juliber  is  mum  on  specifics.  But  a 
shake-up  in  sales  and  marketing  is  under 
way,  including  the  naming  of  a  new  U.  S. 
sales  chief  and  a  new  boss  at  the  key 
oral-care  division.  Improving  advertising 
will  be  a  top  priority.  "More  money  will 
be  spent  on  better  ads,"  says  a  source 
close  to  Juliber.  She's  also  likely  to  cut 
back  on  proliferating  product  sizes  and 
variations.  "Expect  to  see  much  more 
focus  on  fewer  key  brands  and  key  prod- 
ucts," says  the  executive. 

Juliber's  biggest  task  may  be  improv- 
ing Colgate's  lackluster  new-product  per- 
formance in  the  U.  S.  Her  first  test 
comes  immediately:  Colgate  has  begun  a 
major  launch  of  products  developed 
while  she  oversaw  R&D.  They  include 
Palmolive  antibacterial  dishwashing  liq- 
uid, a  reformulated  Irish  Spring  soap, 
and  Platinum,  a  whitening  toothpaste 
Colgate  is  marketing  to  dentists  and 
consumers.  Colgate  is  also  extending  its 
Murphy's  brand  of  wood  cleaners  into  a 
line  of  kitchen  cleaners.  The  new  prod- 
ucts will  be  backed  by  heavy  ad  spend- 
ing, expected  to  rise  15%. 

Analysts  say  the  products  should  help 
bring  sales  back  up  by  yearend,  though 
none  is  expected  to  be  a  blockbuster. 
For  that,  Colgate  may  have  to  wait  for 
Total,  an  antibacterial  toothpaste  that 
has  gained  share  around  the  world  but 
is  awaiting  Food  &  Drug  Administration 
approval.  And  further  acquisitions  are 
also  likely.  Colgate  is  looking  at  the 
household-products  division  of  Lehn  & 
Fink  Products,  the  $1.14  billion  business 
recently  put  on  the  market  by  Eastman 
Kodak  Co.  Buying  L&F  and  its  key  Lysol 
brand  would  give  Colgate  something  else 
to  make  in  its  underused  factories.  If 
Colgate  doesn't  win  L&F,  restructuring  of 
its  U.  S.  plants  looks  more  likely. 

The  question  is:  Will  Colgate  be  able 
to  fund  its  recovery  while  fighting  ever- 
tougher  competition?  No  one  expects 
Procter  to  reduce  U.  S.  price  pressure. 
Instead,  it's  likely  to  cut  more  prices  in 
Europe.  "Colgate  looks  to  be  putting  the 
right  strategy  in  place,"  says  a  former 
executive.  "But  if  growth  and  earnings 
remain  difficult  to  come  by,  their  ability 
to  finance  acquisitions  and  invest  in 
products  will  be  increasingly  at  risk." 

Mark  rejects  such  skepticism  out  of 
hand,  arguing  that  critics  shouldn't  focus 
on  the  U.  S.  alone.  "You've  got  to  look  at 
Colgate  as  a  whole;  one  way  or  another 
we've  always  delivered  on  our  financial 
goals.  Three  years  from  now,  we'll  still 
be  here,  and  that  will  still  be  true." 
Now,  does  anyone  want  to  hear  about 
profits  in  Mexico? 

By  Jane  A.  Sasseen  in  New  York,  with 
Zachary  Schiller  in  Cleveland 
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AND  NOW, 

DESIGNER  MOTOR  OIL? 


Quaker  State's  Herb  Baum  thinks  he  can  give  lubricants  cachet 


Like  most  Ameri- 
cans, Herbert  M. 
Baum  did  not 
know  how  to  change 
the  oil  in  his  car.  Nor 
did  he  know  what 
10W-30  meant.  But 
since  becoming  chief 
executive  of  Quaker 
State  Corp.  last  year, 
the  former  Campbell 
Soup  Co.  executive 
has  tried  to  turn  his 
ignorance  into  a  stra- 
tegic advantage  for 
the  struggling  motor- 
oil  company.  How? 
Baum  figures  he  has 
a  better  bead  than 
his  rivals  on  how  to 
sell  motor  oil  to  the 
great  mass  of  oil- 
ignorant  consumers. 

To  prove  his  theo- 
ry, on  Sept.  1,  Baum 
launched  his  first  new 
product,  a  motor  oil 
for  the  growing  fleet 
of  light  trucks,  sport- 
utility  vehicles,  and 
minivans,  called  Quak- 
er State  4x4.  Quaker 
is  promoting  the  oil 
much  as  a  consumer- 
products  company  would  sell  soup  or 
beer,  complete  with  a  $5  million  ad  cam- 
paign. Baum  calls  it  "the  first  volley  to- 
ward making  oil  consumer-friendly." 
SHELF  SPACE.  Whether  he  succeeds  or  not, 
Baum,  57,  seems  certain  to  shake  up  the 
sluggish  motor-oil  business.  Retailers  tra- 
ditionally have  regarded  motor  oil  as  a 
loss  leader,  and  manufacturers  have  pro- 
moted their  brands  mainly  with  costly 
rebates.  Baum  hopes  to  change  that:  He's 
pricing  the  new  4x4  oil  at  $1.75  per 
cjuart— vs.  $1  for  Quaker's  standard 
lines— and  promising  retailers  higher  mar- 
gins. He's  hoping  to  win  more  shelf  space 
for  Quaker's  products  in  return. 

Baum  believes  brand  recognition  is 
critical  to  any  consumer  product.  He 
spent  15  years  fighting  brand  wars  at 
Campbell,  where  he  rose  to  become  pres- 
ident of  North  and  South  American  oper- 
ations. One  of  his  accomplishments:  build- 
ing the  Prego  spaghetti-sauce  brand. 


If  he  can  work  similar  magic  in  motor 
oils,  Quaker  may  be  on  the  road  to  a 
sustained  recovery.  In  the  late  1980s,  un- 
der Baum's  predecessor,  Jack  W.  Corn, 
Quaker  kept  prices  high  while  rivals  dis- 
counted and  rebated.  Sales  fell  and  mar- 
ket share  plunged  (chart).  Before  long, 
Quaker  ceded  market  leadership  to  Penn- 
zoil  and  soon  fell  behind  rivals  Valvoline, 
Havoline,  and  Castrol.  In  1992,  with  Corn 
preparing  to  retire,  Quaker  lost  $31.2 
million  on  revenues  of  $724 
million,  excluding  one-time 
accounting  changes.  The 
board  then  appointed 
Quaker's  first  outsider  CEO 
in  its  63-year  history. 

Baum  arrived  at  Quak- 
er in  June,  1993,  and  was 
soon  dismayed.  "If  I'd 
done  the  proper  due  dili- 
gence," he  now  says,  "I'd 
never  have  taken  the  job." 
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Quaker  had  done  virtually  no  consurrr 
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core  business,  Quaker  was  heavily  |-  \ 
volved  in  unrelated  ventures,  such  s  " 
insurance.  Even  though  Quaker  climb  l| 
back  into  the  black,  with  1993  profits  \ 
$13.7  million  on  sales  of  $759.1  milli<  I 
Baum  dubbed  the  Oil  City  (Pa.)  hejf 
quarters  "the  nightmare  on  Elm  Stree  f 
He  promptly  brought  in  a  cadre  t 
marketers,  including  former  Campbl; 
executive  Charles  F.  Bechtel  as  vice-prl 
ident  for  sales.  They  set  to  work  to  f 
tablish  brands.  But  first,  they  had  M 
convince  Quaker's  oil  hands  that  consul 
ers  were  confused  by  traditional  mot# 
oil  labels.  They  invited  engineers  n 
watch  focus  groups  from  behind  one-wl 
mirrors.  One  engineer  emerged  froma 
session  stunned  that  no  one  in  the  grofu 
could  define  synthetic  oil.  "You've  got  I J 
pick  smarter  focus  groups,"  he  declarAil 
STEADY  GROWTH.  Quaker  quickly  aimln 
for  the  expanding  truck  market.  Its  ntljl 
4x4  oil  is  similar  to  other  blends,  such  Ifl 
Valvoline's  Durablend.  But  Baum  hH 
hired  ad  agency  Chiatt/Day  in  Los  AwM 
geles  to  turn  it  into  a  popular  brarlH 
one  that  even  the  oil-illiterate  would  ran 
ognize.  Quaker's  new  ads  focus  solely  §1 
its  products.  And  to  minimize  distraS 
tions,    Baum    dropped    actor  Bull 
Reynolds  as  Quaker's  pitchman. 

Baum  is  also  refocusing  the  compaiM 
squarely  on  motor  oil.  After  selling  Qu*H 
er's  Heritage  Insurance  Group  to  Genwi 
al  Electric  for  $86  million,  he  agreed  IS 
August  to  pay  $121  million  for  SpecialiM 
Oils  in  Shreveport,  La.,  a  motor-oil  pulp 
ducer  and  Quaker's  biggest  distribut<§| 
That  will  nearly  double  Quaker's 
sales,  to  $800  million,  and  make  it  a 
player  in  the  growing  oil-recycling  bu| 
ness.  By  1996,  Baum  also  plans  to 
crease  Quaker's  Q  Lube  and  other  ia\ 
oil-change  outlets  by  a  third,  to  600. 

Baum  aims  to  regain  market  shai 
1%  per  year.  So  far,  he's  ahead  of 
plan.  But  much  of  the  growth  still  com 
from  rebates.  And  many  competito 
doubt  consumers  are  willing  to  pay  p 
mium  prices  for  motor  oil,  no  matt 
what  the  brand.  The  industry  has  pour 
$100  million  into  promoting  pricey  fi 
synthetic  oils  in  recent  years,  but  su 
brands  still  account  for  only  2%  of  t 
market.  Just  four  months  ago,  indust 
leader  Pennzoil  consider 
marketing  a  new  premiu 
brand  but  decided 
wouldn't  produce  signi 
cant  sales.  Still,  if  Baun 
new  brands  catch  on, 
could  go  down  as  the  gi 
who  changed  the  motor 
industry  without  knowii 
how  to  change  his  oil. 

By  Stephen  Baker  in 
City,  Pa. 
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QUAKER  STATE'S 
U.S.  MOTOR  OIL 
MARKET  SHARE 

IS  ENDING  JULY 
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EF  EXECUTIVES  I 


A  SMOKIN' 
MARLBORO  MAN 

Geoff  Bible,  Philip  Morris'  new  CEO 
charging  into  the  tobacco  wars 


l  COMBATIVE  BIBLE  SEEMS  TAILOR-MADE  TO  LEAD  THE  EMBATTLED  BEER  AND  TOBACCO  GIANT 


eoffrey  C.  Bible  is  expounding 
upon  some  of  his  fonder  habits. 
J^r  "I'm  a  drinker,"  he  says.  "I  like 

beers  very  much,  and  I  just  spent 
I  holiday  sampling  them  all."  Smok- 
i  He  takes  a  long  drag  on  his  Marlbo- 

"I  smoke  more  menthol  [Marlboros] 
in  I  do  these,"  he  says.  If  it  seems 
•ange  in  these  health-conscious  times 
1  the  CEO  of  a  multibillion-dollar  corpo- 
;ion  to  be  lavishing  so  much  attention 

the  virtues  of  booze  and  butts,  re- 
imber  that  Bible  is  the  new  CEO  of 
ilip  Morris  Cos.,  the  $61  billion  tobac- 
,  food,  and  beer  giant.  Who  better 
an  the  boss  to  be  a  walking  adver- 
ement  for  the  company's  products? 
Unlike  his  predecessor,  Michael  A. 
les,  a  lanky,  stolid  Midwesterner  who 
ide  his  career  in  the  domestic  food 
siness  and  gave  up  smoking  years  ago, 


Bible  is  short  and  tough,  a  gregarious  ex- 
ecutive who  served  in  the  Australian  in- 
fantry for  five  years  and  doesn't  have 
any  mixed  feelings  about  selling  or  smok- 
ing cigarettes.  For  a  company  that 
earned  $5.2  billion  on  $16.4  billion  in  to- 
bacco sales  last  year,  you  could  almost 
argue  that  a  CEO  who  puffs  his  way 
through  a  pack  a  day  as  Bible  does  is 
setting  a  good  example. 

He  is  also  part  of  Philip  Morris'  mas- 
ter plan:  Tired  of  being  pushed  around 
by  the  government  and  media,  the  com- 
pany's board  wanted  a  chief  executive 
firmly  in  the  tobacco  camp.  "What  Phil- 
ip Morris  lacked  was  an  aggressive  re- 
sponse to  criticism,"  says  Bruce  Gregory, 
an  analyst  at  Progressive  Partners, 
which  owns  530,000  shares  of  Philip 
Morris  stock.  "Bible  is  a  forceful,  vocal 
leader,  and  that's  why  he  got  the  nod." 


Adds  one  former  Philip  Morris 
executive  who  is  close  to  the 
board:  "This  is  a  war."  Unlike 
Miles,  "Bible  is  much  more  likely 
to  put  his  helmet  on  and  charge." 

Bible  has  wasted  no  time  tak- 
ing on  the  company's  adversar- 
ies. In  the  past  six  months,  Philip 
Morris  has  sued  Capital  Cit- 
ies/ABC Inc.  for  libel,  the  Envi- 
ronmental Protection  Agency 
over  its  finding  that  secondhand 
cigarette  smoke  causes  cancer, 
and  both  the  city  of  San  Francis- 
co and  the  state  of  Florida  over 
their  antismoking  laws.  In  July, 
the  company  rolled  out  a  national 
ad  campaign  that  tried  to  dispel 
the  epa's  conclusion.  "Nobody 
wants  a  wimp  to  run  this  com- 
pany," says  Gary  Black,  a  tobacco 
analyst  at  Sanford  C.  Bernstein 
&  Co. 

early  boot?  What's  good  for  the 
tobacco  side  of  the  business,  how- 
ever, may  not  be  for  the  rest  of 
the  company.  Some  veterans  of 
Philip  Morris'  other  units— Kraft 
General  Foods  Inc.  and  Miller 
Brewing  Co.— worry  that  Bible's 
intense  focus  on  cigarettes  may 
leave  them  lacking.  "Geoff  may 
do  a  terrific  job  of  setting  goals 
and  [clearing]  financial  hurdles," 
says  one  former  top  Kraft  execu- 
tive. "But  he  will  have  to  handle 
the  food  guys  from  the  same  cul- 
tural disadvantage  that  Miles  had 
to  handle  the  tobacco  guys." 

Already,  Philip  Morris  has 
shown  its  willingness  to  pare 
down  Kraft.  Last  year  it  sold  the 
company's  Birds  Eye  frozen  vege- 
tables and  Breyers  ice  cream  divi- 
sions. Now,  Bible  says  he's  "look- 
ing hard"  at  the  company's  $4  billion 
food-service  division,  one  of  Miles'  fa- 
vorites. "My  own  sense  is  that  [food  ser- 
vice] is  probably  something  where  our 
skills  aren't  best  employed,"  he  says. 

Indeed,  three  months  into  Bible's  ten- 
ure, most  Philip  Morris  constituents  are 
watching  to  see  just  how  far  he  will  go 
to  boost  the  stock  price,  which  took  a 
pounding  in  the  wake  of  the  company's 
intensified  legal  problems.  "Over  the 
next  several  years,  as  these  product-li- 
ability suits  ripen  and  the  legislative 
machine  continues  whirring,  there  will 
be  a  struggle  for  control  of  the  compa- 
ny," says  one  institutional  investor.  "In 
the  meantime,  they're  trying  in  a  Hercu- 
lean fashion  to  lift  the  stock."  Bible  says 
he  worries  about  the  lawsuits,  but  not 
obsessively.  "I  feel  very  good  because 
of  our  past  record  on  these  things,"  he 
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Our  Business  I 


Mping¥)urs 
b  Make  More. 


Right  notv  you  could  be  hatching  new  ivays  to 
increase  your  productivity.  That's  important  today  not 
just  to  grow,  but  to  survive.  And  we  can  help.  You  see, 
we  go  beyond  creative  financing  to  help  you  become  more 
productive.  Like  helping  one  company  develop  order 
entry  systems  to  reduce  order  delivery  time  from  28  days 
to  4.  Or  helping  another  create  distribution  and  ware- 
house management  systems  that  improved  service  and 
optimized  resources  to  get  more  out  of  every  dollar. 

At  GE  Capital,  were  24  diversified  businesses. 
And  each  one  is  committed  to  helping  you  become  more 
productive  in  the  competitive  race.  To  find  out  more, 
call  1-800-243-2222.  After  all,  nobody  has  more  ways 
to  help  you  make  more. 


GE  Capital 

Our  Business  Is  Helping  Yours1 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP 
EMPLOYERS  REINSURANCE  ■  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  ■  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •  GNA  •  KIDDER.  PEABODY 
MODULAR  SPACE  ■  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/ TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


says.  "And  I  feel  very  confident 
about  our  absolutely  brilliant  le- 
gal team  of  advisers." 

A  veteran  of  the  internation- 
al tobacco  wars,  Bible  spent 
most  of  the  past  34  years  build- 
ing up  Philip  Morris'  overseas 
cigarette  business.  Born  in  Can- 
berra, Australia,  he  graduated 
from  Waverley  College  in  Aus- 
tralia and  worked  as  an  accoun- 
tant before  joining  Philip  Morris 
in  1968.  Hired  as  a  finance  man- 
ager in  the  company's  fledgling 
Lausanne  (Switzerland)  office, 
Bible  bought  local  cigarette 
plants  and  specialized  in  fixing 
problems  at  the  various  food 
and  tobacco  companies  Philip 
Morris  acquired  over  the  years. 
He  did  spend  a  15-month  stint 
as  president  of  Kraft  in  the  ear- 
ly 1990s.  But  he  earned  the  fa- 
vor of  former  Philip  Morris 
Chairman  Hamish  Maxwell  by 
building  international  tobacco 
into  an  $8.5  billion  business, 
which  in  1993  supplied  $2.4  bil- 
lion, or  25%,  of  the  company's 
total  operating  earnings. 

To  hear  Bible  tell  it,  he  never 
gunned  for  the  chief  executive's  chair.  "I 
just  thought  if  I  did  a  good  job  and 
could  pay  the  rent,  that  was  fine  with 
me,"  he  says.  (Rent  should  be  no  prob- 
lem these  days.  Bible  made  more  than 
$1.3  million  in  salary  and  bonus  last 
year.)  Since  getting  the  top  job,  howev- 
er, he  has  slipped  easily  into  the  CEO's 
mantle.  His  top  priority  has  been  ap- 
peasing shareholders  upset  that  the 
stock  has  been  languishing  far  below  its 
1992  high  of  85. 

making  amends.  Initially,  investors 
were  dismayed  with  the  board's  June 
decision  not  to  split  up  Philip  Morris' 
food  and  tobacco  operations.  But  since 
then,  the  share  price  has  jumped  12%  to 
around  61.  Part  of  the  reason  is  that  on 
Aug.  31,  the  board  voted  to  increase  the 
dividend  by  almost  20%  and  authorized  a 
three-year,  $6  billion  stock-buyback  pro- 
gram. Earnings  are  expected  to  increase 
12%  this  year  and  8%  in  1995  (table). 

Still,  some  shareholders  remain  irked. 
So  Bible  and  William  Murray,  who  was 
elevated  from  vice  chairman  to  chair- 
man when  Miles  left,  have  been  beating 
the  pavement  to  meet  with  groups  of 
analysts  and  some  large  institutional  in- 
vestors. "They  feel  their  investor-rela- 
tions efforts  have  been  damaged,  and 
they're  trying  to  make  amends,"  says 
Michael  C.  Sandler,  who  had  lunch  with 
Bible  in  July  and  is  a  partner  at  Pacific 
Financial  Research  Inc.,  which  owns  4.6 
million  shares  of  Philip  Morris  stock. 


PHILIP  MORRIS' EMPIRE  OF 
BUTTS,  BEER,  AND  BITES 


SALES  ■  PROFITS  (All  figures  in  billions) 

1994* 


DOMESTIC  TOBACCO 


Image-crafting  seems  to  be  a  Bible 
specialty.  While  former  and  current  em- 
ployees describe  him  as  temperamental 
and  intense  at  work,  he  knows  how  to 
turn  on  the  grace  with  the  outside 
world.  "He's  very  on  edge  all  the  time, 
but  he  goes  out  of  his  way  when  he's 
making  a  public  appearance  to  empha- 
size his  charm,"  says  one  former  Philip 
Morris  executive.  "He  has  a  bit  of  the  fa- 
natic in  him,  and  he  inspires  fear  in  the 
people  who  work  for  him." 

J.  Bruce  Harreld,  president  of  Boston 
Chicken  Inc.,  used  to  report  directly  to 
Bible  when  both  of  them  were  at  Kraft. 
"I  loved  working  for  Geoff,"  says  Har- 
reld. "He's  not  slippery.  You  always 
knew  what  he  wanted  you  to  do."  Still, 
says  Harreld,  "he  doesn't  suffer  fools 
lightly."  Harreld  recalls  how  Bible  would 
make  tough  demands  and  counter  ex- 
pressions of  disbelief  by  saying:  "I'm 
going  to  tell  you  this  in  the  simplest 
'outback'  language  I  can  find,"  and  then 
bluntly  reiterate  his  request.  "Geoff  is 
very  confident,"  says  Harreld.  "At 


Bible  says  he  worries  about 
product-liability  suits,  but  not 
obsessively:  "I  feel  very  good 

because  of  our  past  record" 


times,    maybe   to   a  faultf 

Friends  say  Bible  leaves  hi  ; 
toughness  at  the  office.  A  \. 
home,  he's  a  devoted  father  \ 
three  who  is  happily  married  I 
his  wife  Sara.  A  Catholic,  h 
goes  to  mass  each  Sunday.  Br, 
even  Bible  admits  he  can  beli 
formidable  boss.  "I  don't 
loose  ends,"  he  says.  "I  lill 
things  to  be  buttoned  up. ..t 
He  acknowledges  that  he  caji 
be  exacting,  "but  not  to  tl$ 
point  where  it  becomes  an  ivvm: 
tant,  I  don't  think."  His  form«| 
priest,  the  Reverend  Walte 
Smith,  a  psychologist  and  | 
member  of  the  Jesuit  ordeB 
says  Bible  is  driven  by  a  strorM 
work  ethic.  "I  know  Geoff  I 
very  demanding  of  himself; 
says  Smith.  "And  I  know  he  em 
pects  results  from  the  peopJ 
who  report  to  him." 

TREACHEROUS  WATERS.  As  Phil! 

Morris  braces  itself  for  battl 
with  court  claimants  and  regul;  | 
tors,  some  say  Bible's  bigge; 
challenge  will  be  keeping  h 
friends  close  and  his  enemic 
closer.  "The  most  importar 
thing  for  Geoff  is  to  get  people  aroun 
him  that  he  can  really  trust,"  says  Bo 
ton  Chicken's  Harreld.  "Everything  wi 
not  go  well,  I  guarantee  you."  Mik 
Miles,  at  least,  bears  no  grudge.  Mile 
who  in  June  said  he  plans  to  hold  on  1 
his  Philip  Moms  stock,  insists  he  trusl 
Bible  to  navigate  through  what  are  lik 
ly  to  remain  treacherous  waters.  Bib] 
and  Murray  "are  two  very  good  guy 
who  are  very  bright  and  will  do  an  e: 
cellent  job  managing  the  company 
Miles  says. 

Bible  doesn't  have  to  worry  about  g< 
ing  into  battle  against  Miles  in  the  t( 
bacco  wars.  The  former  CEO  say 
"there's  zero  probability"  he  would  en 
up  running  another  tobacco  company, 
doubt  there's  any  other  tobacco  compan 
that  could  see  me  working  for  them  a 
ter  all  that  'Mike  Miles,  former  smoke 
stuff,"  he  says. 

Bible,  on  the  other  hand,  would  pro! 
ably  rather  die  before  becoming  a  for 
mer  smoker.  He  recently  read  Christc 
pher  Buckley's  novel.  Thank  You  Fo 
Smoking,  a  satiric  account  of  the  life  of 
tobacco-company  lobbyist.  "I  thought  i 
was  very  humorous,  very  witty,"  say 
Bible.  Did  any  of  it  ring  true?  "That's 
good  question,"  he  says.  "I  just  though 
it  was  a  pity  that  our  industry  was  as 
sailed  as  such."  With  that,  Bible  laugh 
merrily. 

By  Laura  Zinn  in  New 
Gregory  Burns  in  Chicago 


York,  wit 
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PEC 


Our  international  service. 
Available  in  small,  medium  and  large. 

No  matter  what  kind  of  cargo  you're  shipping,  no  one  takes  it  over  there  like  FedEx*  From  a  few  ounces  to 
shipments  over  500  pounds.  Just  call  1-800-247-4747*,  and  we'll  make  shipping 
overseas  as  easy  as  shipping  next  door.  Our  most  important  package  is  yours'! 

©  1994  Federal  Express  Corporation  *TDD  1-800-238-4461 


Federal  Express 


Kids,  Weather,  Football,  And  Business. 


Ho  might  not  look  it,  but  Brent  AVwch  lia.s  been  around.  As  Director  oi  International  Sales  for 
Pratt  &  Whitney  s  Waterjet  Systems,  it  s  not  unusua  1  for  B  rent  to  be  working  in  Singapore  one  week 
and  Scotland  the  next.  But  when  this  seasoned  world  traveler  learned  that  his  company  wanted  to 


relocate  him  to  Alabama,  he  thought,     This  may  he  going  a  hit  too  far.     He  would  later  reconsider. 

I  recall  being  amazed  by  the  mountains.  I  had  no  idea  that  Alabama  had  such  an  incredible 
panorama.  And  that  was  only  the  beginning  of  the  good  impression  Huntsville,  Alabama  made  on  me. 
Brent  will,  however,  admit  to  some  initial  cultural  adjustment.     It  s  true  what  they  say  about  the 
slower  pace.  J^o  business  meeting  ever  starts  without  a  discussion  of  the  weather,  or  football,  or  your 
kids.  But  it  s  certainly  not  a  waste  of  time,  because  in  the  process  of 
doing  business,  it  gives  you  an  opportunity  to  really  get  to  know  people. 

This  warm  business  climate  helped  convince  Pratt  &  AVliitney  to 
locate  its  United  Technologies    subsidiary  here.  Water  jet  has  developed  a  robotic  aircraft  maintenance  sys- 


Mercedes-Benz  is  just  one 
of  over  lOO  pan  Pacific 
and  European  companies 

that  call  alabama  home. 


tern  in  Alab  arna  that  s  safer  on  the  environment  while  boosting  profits  lor  airline  companies  worldwide.  Being 
involved  in  the  international  market,  I  in  always  confronted  about  traveling  out  of  a  small  southern  town.  I 
simply  explain  that  it  s  a  breeze  to  go  anywhere.  .  .no  traffic,  no  lines,  no  hassle!  To  find  out  more  about 
Alabama,  call  1-800-27  b"-3372.  We  may  ask  about  your  kids  first,  but  eventu  ally  we  11  t^et  down  to  business. 


W  here     cf  o  o  (I     f>  e  o  ft  I  e     a  c  c  o  in  f>  I  i  s  //     great     I  li  i  11  a  s 


FOR  MORE  INFORMATION.  CONTACT  THE  ECONOMIC  DEVELOPMENT  PARTNERSHIP  OF  ALABAMA: 
2  NORTH  JACKSON  STREET.   MONTGOMERY.  ALABAMA  36  1  04:  800-276-3372 
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TELECOMMUNICATIONS  I 


ML  THOSE  LONG-DISTANCE  DISCOUNTS 
ARE  SWEET,  BUT . . . 


Hikes  in  basic  rates  are  offsetting  special  deals  and  sending  phone  company  revenues  ever  higher 


INTERSTATE  RATES,  ALTHOUGH  SHARPLY  LOWER  SINCE  THE  AT&T  BREAKUP  IN  1984,  HAVE  BEEN  RISING  OVER  THE  PAST  FOUR  YEARS 


0 


If  you  own  a  telephone,  you  probably 
get  a  lot  of  pitches  beseeching  you  to 
switch  from  one  deeply  discounted 
long-distance  service  to  another.  With 
the  intense  competition  among  MCl's 
Friends  &  Family,  AT&T's  True  USA  Sav- 
ings, and  Sprint's  The  Most,  long-dis- 
tance telephone  customers  must  be  get- 
ting some  great  deals,  right? 

Not  necessarily.  Data  compiled  by  the 
Bureau  of  Labor  Statistics  show  that 
basic  interstate  long-distance  rates, 
though  down  precipitously  since  the 
breakup  of  the  Bell  System  in  1984,  have 
been  rising  for  the  past  four  years— by 
nearly  10%  from  January,  1990,  to  July, 
1994.  The  hikes  offset  the  discount  plans 
and,  along  with  rising  calling  volume, 
helped  the  long-distance  industry  post  a 
healthy  8%-plus  revenue  gain  in  the  sec- 
ond quarter.  That  compares  with  a  year- 
over-year  gain  of  slightly  less  than  5%  in 
1993's  second  quarter.  As  a  recent  study 
by  market  researcher  Yankee  Group  Inc. 
notes,  carriers  "seem  to  be  funding  the 
marketing  wars  lately  by  slowly  increas- 
ing basic . . .  rates." 

The  proof  is  in  the  Federal  Communi- 


cations Commission  filings.  In  the  past 
year,  AT&T,  which  carries  about  60%  of 
the  nation's  long-distance  traffic,  has 
raised  the  per-minute  charge  for  basic- 
calls  three  times— by  4%  in  August, 
1993,  6.3%  on  Jan.  1,  and  4%  on  June  1. 
And  the  increases  keep  coming:  On  Aug. 
29,  AT&T  filed  a  request  with  the  FCC 
to  raise  domestic  calling-card  rates  by  an 
average  2.1%  and  international  services 
by  1%.  A  month  earlier,  it  had  request- 
ed rate  hikes  on  800  lines 
and  international  calling- 
card  calls. 

lockstep.  So  what,  you 
say— I'll  just  switch  to 
MCI  or  Sprint.  It  won't 
save  you  much.  MCI  Com- 
munications Corp.  and 
Sprint  Corp.  have  raised 
their  basic  rates  virtually 
in  lockstep  with  AT&T. 
With  some  85%  of  the 
long-distance  market 
among  them,  the  big 
three  are  unlikely  to  set 
off  a  genuine  price  war. 
The  three  dispute  the 
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bls  findings,  arguing  that  extensive  u 
of  discounts  that  range  from  10%  to  31 
makes  the  basic  rate  irrelevant— like 
car's  sticker  price.  "Nobody,  absolute 
nobody,  pays  sticker  price,"  asserts  lv|i 
President  Gerald  H.  Taylor. 

That's  not  exactly  accurate.  Wh 
none  of  the  long-distance  carriers  i 
veals  how  many  subscribers  are  on  d 
count  plans,  Yankee  Group  estimat 
that  some  11  million  are  enrolled  in  MC  j 
Friends  &  Family,  6.5  rr 
lion  in  AT&T's  True  U; 
Savings  program,  and 
million  in  Sprint's  Tl 
Most.  Since  there  a 
more  than  140  milli 
phone  lines  in  the  U.  S., 
stands  to  reason  that  mL 
lions  of  callers,  at  tl 
least,  are  paying  stick 
price. 

The  carriers  also  bra  . 
dish  a  set  of  statisti 
showing  that,  overa 
rates  continue  to  declin 
The  true  measure  of  tl 
market,  they  say,  is  tl 
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rerage  price  per  minute  paid  for  long- 
stance  service.  That  price,  which  fac- 
rs  in  all  discount  plans,  has  declined 
rery  year  for  the  past  decade— by  41.1% 

actual  dollars  and  63.3%  when  adjust- 
l  for  inflation,  according  to  AT&T. 
But  the  average  price  per  minute  is 
ore  than  just  the  money  shelled  out  by 
nsumers.  It  also  includes  the  deeply 
scounted  rates  paid  by  corporations, 
[rich  negotiate  their  own  deals  with 
e  carriers.  Still,  even  with  steep  corpo- 
te  price  cuts  added  in,  the  decline  in 
e  average  rate  is  slowing.  The  mea- 
re  fell  2.6%  during  the  second  quarter 
.  a  4%  drop  a  year  earlier. 
Even  AT&T  doesn't  deny  that  tariff 
kes  are  offsetting  the  cost  of  promo- 
ms.  In  its  1993  annual  report,  AT&T 
Id  of  a  $750  million  rate  increase  filed 
it  December  and  a  new  bargain  offer- 
y  for  high-volume  callers.  "We  expect 
e  effects  on  revenues  of  this  discount 
an  and  those  1994  price  increases  to 
fset  each  other,"  it  said.  Certainly  the 
cond-tier  long-distance  companies  are 
/are  of  this  balancing  act.  "The  promo- 
>ns  may  make  it  look  like  there  is 
ice  competition  in  residential,  but  the 
zt  is  that  the  base  rates  have  created 
ofit  margins  that  are  much  better  than 
iu  get  from  businesses,"  says  H.  Brian 
lompson,  chairman  of  long-distance 
mpany  LCI  International  Inc. 
tOPAGANDA  mill.  One  of  the  reasons 
ofits  are  better  is  that  costs  are  lower, 
le  access  fees  that  interstate  carriers 
y  to  use  local  lines,  which  account  for 
out  40%  of  their  costs,  have  been  fall- 
g  steadily  for  years.  At  one  time, 
ose  savings  were  automatically  passed 

to  consumers.  But  since  1989,  when 
e  FCC  allowed  AT&T  more  flexibility  in 
tting  rates,  one  no  longer  necessarily 
Hows  the  other.  The  change  helped  in- 
ease  operating  earnings  for  the  sec- 
d  quarter  by  12.4%  for  AT&T,  20.8% 
r  MCI,  and  33.3%  for  Sprint. 
All  of  this  is  grist  for  both  sides  of 
e  propaganda  mill  in  Washington.  As 
mgress  debates  an  overhaul  of  tele- 
mmunications  regulations,  the  local 
tone  companies  argue  that  they  should 
!  given  entry  to  the  long-distance  mar- 
it,  contending  there  is  no  true  compe- 
,ion  there  now.  But  the  long-distance 
rriers  say  they  are  operating  in  one  of 
e  most  competitive  markets  in  the 
arid.  They  do  have  one  unshakable 
ct  on  their  side:  Interstate  rates  have 
opped  a  lot  further  in  the  past  10 
sars  than  local  tariffs. 
So  both  sides  continue  to  hit  mem- 
srs  of  Congress  over  the  heads  with 
eir  rate  charts.  Meanwhile,  what's  a 
nsumer  to  do?  Well,  when  they  call 

enroll  you  in  a  discount  plan,  don't 
ing  up. 

By  Catherine  Arnst  in  New  York 
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If  you  feel  like  your  money 
is  going  nowhere,  invest  in 
Janus  Worldwide  Fund. 

With  Janus  Worldwide 
Fund,  you  might  buy  into  a 
technology  stock  in  Singa- 
pore. Or  a  medical  firm  in 
Germany  Or  a  multinational 
company  based  in  Sydney. 
Or  a  world  of  other  exciting 
investment  opportunities 
that  helped  this  no-load  fund 
achieve  an  average  annual 
total  return  of  18.54%  for  the 
life  of  the  fund* 

If  you're  interested  in  an 
investment  that  has  the  poten- 
tial to  really  take  you  some- 
where, here's  a  chance  to  put 
your  money  to  work  on  a 
global  scale. 


Call  or  send  in  the  coupon 
today  for  a  free  prospectus 
containing  more  complete 
information,  including  ex- 
penses and  special  risks 
associated  with  foreign 
investing  such  as  currency 
fluctuations  and  political 
uncertainty.  Please  read  the 
prospectus  carefully  before 
you  invest  or  send  money. 
BECAUSE  IT'S  NOT  HOW  MUCH 
YOU  INVEST.  IT'S  HOW  SMART. 


JANUS 
WORLDWIDE  FUND 

Average  Annual  Total  Returns 
for  the  Period  Ended 
June  30,  1994 


ONE  YEAR  17.82% 
LIFE  OF  THE  FUND  18.54% 

From  inception  -  May  15,  1991 


JANUS  WORLDWIDE  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  630 


*Figures  are  based  on  total  return,  including  reinvestment  of  dividends  and  capital  gains. 
Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will 
vary  and  may  be  worth  more  or  less  at  redemption  than  at  purchase. 

Funds  distributed  by  Janus  Distributors.  Inc.  Member  NASD. 


YES  • '  wou'd  like  to  know  more  about 

Janus  Worldwide  Fund!  send  to: 

Name   Janus  Funds 

iNdine_  po  Bqx  173375 

Address  Denver,  CO 

Address-  80217-3375 


City/State/Zip 1-800-525-8983 

Ext.  630 


Janus  Funds  are  no-load  mutual  funds.  Bw 


'630 


r 


nf  ormation  Process,  n 


TELECOMMUNICATIONS  I 


BE  CAREFUL 
WHAT  YOU  BID  FOR 


James  Hartley  thought  he  wanted  a  license  for  interactive  TV. 


i 


t  started  with  a  radio  com- 
mercial. The  1993  adver- 
tisement promoting  a  new 
technology,  interactive  televi- 
sion, piqued  the  interest  of 
St.  Petersburg  entrepreneur 
James  C.  Hartley.  He  called 
the  advertiser's  toll-free  hot 
line  and  was  sent  two  videos 
painting  a  rosy  picture  o£  the 
fledgling  industry.  It  was,  he 
concluded,  a  nifty  investment 
for  his  three  children  and  "for 
their  children." 

His  kids  had  better  hope  he 
has  another  idea.  After  bidding 
$42  million  to  win  20  interac- 
tive-TV licenses  at  the  Federal 
Communications  Commission's 
auction  in  July,  Hartley  balked 
at  putting  up  any  money.  His 
explanation:  The  technology 
isn't  ready,  and  the  FCC  can't 
expect  him  to  pay  up  until  it 
is.  Hartley's  decision  to  default 
may  have  prompted  a  cascade 
of  similar  actions,  and  three 
federal  agencies  are  now  pur- 
suing him  as  a  warning  to  oth- 
ers. With  the  Fee  preparing 
for  a  December  auction  of  air- 
wave licenses  for  personal  com- 
munications services  that  could 
fetch  $10  billion,  the  feds  are 
determined  to  avoid  a  repeat 
performance.  "You  want  to  cut 
off  any  problems  before  they 
occur,"  says  Robert  E.  Pepper, 
chief  of  the  FCC's  Office  of 
Plans  &  Policy. 

EASY  ACCESS.  Hartley  isn't 
standing  idly  by.  He  has  asked 
the  FCC  to  give  him  more  time 
to  pay  and,  if  the  agency  refuses,  threat- 
ens to  follow  with  a  federal  lawsuit.  The 
agency  is  unlikely  to  give  in  because  to 
do  so  would  invite  protests  from  per- 
haps dozens  of  losing  bidders,  potential- 
ly delaying  all  issuance  of  any  licenses 
from  the  $215  million  auction.  "This  guy, 
by  himself,  could  slow  the  industry  from 
getting  off  the  ground,"  says  Benjamin 
Fink,  president  of  Truman  Intertel,  a 
Washington  consulting  firm. 

Hartley  wasn't  the  only  neophyte.  In 


HARTLEY:  THE 
FCC  WANTS  HIM 
TO  MAKE 
GOOD  ON  THE 
MILLIONS 
OWED  ON 
HIS  BID 


SPECTRUM  DELINQUENTS 

The  FCC  says  that  27  of  the  1 78  bidders  for  interactive- 
TV  licenses  failed  to  make  their  required  downpayments 
Here  are  the  top  delinquents  and  what  they  owe: 


Bidder 

Number  of 
licenses 

Bid 

Adjusted  bid* 

Millions 

COMMERCIAL  REALTY 
Of  ST.  PETE 

20 

$42.0 

$32.0 

INTERACTIVE  AMERICA  CORP. 

15 

17.0 

13.7 

PHOENIX  DATA 
COMMUNICATIONS 

5 

7.7 

5.7 

RASPUTIN  INTERNATIONAL 

5 

7.7 

6.3 

TARIK  CHOUDHURY 

3 

6.2 

5.0 

"  Price  afte-  credit  for  small  businesses,  women  ond  minorities  is  applied 


DATA.  FCC 


an  effort  to  diversify  ownership  in  the 
telecommunications  industry,  the  FCC 
made  it  easy  for  almost  anyone  to  bid  in 
the  TV  auction.  All  that  was  required 
was  a  $2,500  deposit.  One  winner's  busi- 
ness resume  consisted  of  selling  souve- 
nirs at  New  York  ballparks.  Hartley,  a 
38-y ear-old  scion  of  a  St.  Pete  real  estate 
family  who  trained  as  a  civil  and  indus- 
trial engineer  at  the  U.  S.  Air  Force 
Academy  and  Florida  Technological  Uni- 
versity, has  been  a  real  estate  broker 


ret 

:-k| 

I  - 

ant 


If  M 


and  contractor,  has  manufactured  ter 
nis  shoes,  and  has  built  personal  compuw 
ers.  He  concedes  that  he  knew  littl|| 
about  the  communications  business, 

Hartley's  study  of  the  industry  be 
gan  with  the  tapes  from  Chase-McNult; 
Group,  the  St.  Petersburg  outfit  tha 
.was  advertising  for  investors  in  its  intei 
active-TV  license  bid.  One  tape  showei 
developments  under  way  at  Eon  Corf 
of  Reston.  Va.,  the  only  FCC-approve^ 
equipment  maker  for  over-the 
air  interactive  TV.  By  ther 
however,  Eon  had  shifted  to 
different  approach.  Hartle 
says  he  asked  to  see  Eon'l 
technology  and  had  severs 
phone  conversations  with  Eoi 
officials.  He  also  had  the  FO 
fax  him  public  notices  an  ■- 
press  releases  on  interactiv 
TV.  "I  spend  more  time  pic 
ing  my  Pop  Tarts  in  the  morn 
ing  than  this  guy  did  befor 
bidding  $40  million,"  sniffs  An 
drew  L.  Sernovitz,  presiden 
of  the  Interactive  Televisio:  p 
Assn.,  a  trade  group. 
big  winner.  Hartley  pushei  jrt 
ahead.  His  strategy:  snap  u] ' 
a  large  number  of  licenses  b 
attain  economies  of  scale.  A. 
though  he  had  only  $4  million 
put  up  by  an  undisclosed  in  pi 
vestor,  Hartley  says  he  was  au 
thorized  by  his  backer  to  speni 
as  much  as  $40  million.  Sine 
Hartley's  company,  Commercia 
Realty  of  St.  Pete  Inc.,  was  ii 
his  wife's  name.  Hartley  count 
ed  on  the  25%  discount  fo 
firms  owned  by  minorities  an< 
women.  When  the  July  28  auc 
tion  was  over,  Hartley's  $4MNIA 
million  bid— reduced  to  $32. 
million  after  the  discount— net 
ted  him  more  licenses  thai 
anyone  else. 

During  the  week  betweei 
the  auction  and  the  Aug.  7  FC< 
deadline  for  a  10%  downpay 
ment,  Hartley  finally  visitet 
Eon.  He  says  he  was  shockei 
to  learn  that  the  equipmen  pars 
wouldn't  be  ready  until  mid  b 
late  1995.  That,  Hartley  says,  posed  a  se 
rious  problem:  Under  the  FCC  rules,  con 
struction  in  each  of  his  markets— whicl 
included  Miami,  Baltimore,  and  Atlan 
ta— has  to  be  10%  complete  within 
year. 

Hartley  proceeded  to  fax  letters  to  4(  Di 
other  auction  winners,  warning  then  . 
that  Eon's  equipment  would  not  be  read; 
in  time.  Eon  spokesman  Mike  Shewan 
notes  that  the  12-month  countdown  wil 


begin  only  after  the  licenses  are  issued 


Nov 
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hich  is  expected  to  take  three  to  six 
onths.  "We're  anticipating  no  problem 
ith  supplying  equipment  to  people  to 
eet  the  build-out  requirement,"  says 
leward.  Hartley,  he  adds,  was  just  suf- 
ring  from  "bidder's  remorse." 
The  FCC  saw  Hartley's  letters  as 
mething  worse— an  attempt  to  get  oth- 
s  to  join  him  in  defaulting.  It  immedi- 
ely  issued  a  stiff  warning  that  no  de- 
ys  would  be  tolerated,  and  Hartley 
en  said  he  would  make  the  downpay- 
gnt.  But  when  the  deadline  arrived, 

didn't  pay  up.  Nor  did  27  of  178  oth- 

winners.  New  York-based  Vision  TV 
c,  which  had  bid  $1.8  million  for  li- 
nses  in  Pittsburgh  and  Odessa,  Tex., 
is  one  of  them.  Vision  President  Jo- 
ph  R.  Randazza  says  that  after  re- 
iving Hartley's  letter,  his  investors 
eked  out.  He  defaulted  on  the  Pitts- 
rgh  license  but  put  up  his  own  money 

retain  the  Odessa  rights.  He  blasts 
irtley  as  "irresponsible." 
The  controversy  has  also  roiled  Hart- 
r's  family.  Hartley  convinced  his  broth- 

and  sister-in-law  to  bid  on  interac- 
re-TV  licenses,  and  the  brother  got 
irtley's  father  to  bid,  too.  The  family 
mibers,  who  bid  separately  from 
irtley,  attended  an  Aug.  19  conference 
*  winners  but  did  not  sit  with  him. 
le  senior  James  Hartley  has  changed 
g  locks  on  the  family's  office,  says  the 
nior  Hartley.  The  father  and  other 
nily  members  declined  to  comment. 
Now,  Hartley  is  pressing  the  FCC  to 
t  him  some  slack.  Hinting  at  what  he 
ly  argue  in  a  lawsuit,  he  says  that 
e  agency  should  not  have  approved 
ly  one  equipment  maker  and  erred 

allowing  Eon  to  bid  on  licenses,  set- 
ig  up  a  possible  conflict  of  interest, 
he  auction  was  a  debacle,"  he  declares 
legal  papers. 

nials.  Another  debacle  may  be  in 
)re— for  Hartley.  The  FCC  is  investi- 
ting  whether  he  fraudulently  put  his 
fe  in  charge  to  obtain  the  minority 
scount.  The  Justice  Dept.  is  looking 

whether  Hartley  perjured  himself  on 
C  forms  when  he  indicated  he  had  the 
)ney  to  pay  if  he  won.  And  the  Feder- 

Trade  Commission  is  examining 
lether  he  violated  antitrust  laws  by 
parently  encouraging  others  to  default. 
Hartley  flatly  denies  any  wrongdoing. 
;  says  the  company  was  established 

1984  with  his  wife  as  sole  owner  and 
irtley  as  the  sole  director.  He  also 
ys  he  had  the  money  for  his  down- 
yment  but  decided  not  to  pay.  Finally, 

denies  that  he  encouraged  others  to 
nege.  "I  just  wanted  to  make  people 
rare  of  their  options,"  he  says.  If  the 
is  get  their  way,  not  paying  up  won't 

one  of  those  options. 
By  Mark  Lewyn  in  Washington  and 
nathan  Ringel  in  Atlanta 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  1-800-327-8585  and  ask  for  our  International  Corporate  Rates. 

We're  proud  to  offer  access  to  the  AT&T 
network  for  reliable  AT&T  services  at  reasonable  prices. 


PAN  PACIFIC  Hotels  and  Resorts 
1-800-327-8585 


iJlAT&T 


NORTH  AMFKK  A:  VANt  I  >l  VI  l<  SAN  FRANK  IM  1 1.  SAN  DIEt.O.  ANAHEIM,  HAWAII  PAt.IFK  :  ATI  Kl  AND  ( ,( >L  I J  I  HAS  I ,  VANUATU. 
PALALl,  ASIA:  BANGKOK.  He  INC .  KllNli.  SINGAPORE,  KUALA  LUMPUR. JOHOR  BAHRU.  PANC.Ki  IK.  JAKARTA. DHAKA.  WUXI,  NARITA 


Ask  About  A  Scudder  No-Fee  IRA! 


a 


Today's  global  investment  opportunities 
look  especially  attractive  to  me — 
that's  why  I  own  this  Fund1/ 

Looking  for  global  diversification?  Then  consider  Scudder 
Global  Fund.  This  pure  no -load '"'Fund  invests  primarily 
in  stocks  of  U.S.  and  foreign  companies  that  can  help 
you  take  advantage  of  investment  opportuni- 
ties the  world  over.  Because  Scudder  Global 
Fund  invests  without  respect  to  national 
boundaries,  your  investments  aren't  tied  to  any 
single  country's  economic  climate.  Tins 
approach  helps  reduce  the  risks  of 
international  investing  while  increas- 
ing your  long-term  return  potential." 


Scudder  Global  Fund 
1-800-225-2470  «t 7549 


SCUDDER 

STEVENS  &  CLARK,  INC. 


Celebrating  75  years 
of  serving  investors 


RMATION  PROCESSING 


'International  investing  involves  special  risks,  such  as  currency- exchange  fluctuations. 
The  Fund's  share  price  fluctuates.  Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for 
the  Fund's  prospectus  which  contains  more  complete  information  about  management  fees 
and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 
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Innovati 


You  simply  creaf: 
of  everything  peorJ 


Take  electronics. 


Back  in  the  1950's,  everything  was  big,  sc 


everyone  wanted  it  small. 
No  problem. 


st 


In  fact,  in  1959,  we  made  the  world's  smallest  transistor  radio.  Then  we  moved  on  to 
teeny-tiny  TV's.  Six-inch  black-and-white.  Four-inch  black-and-white.  Two-inch  color  that  fit  ii 
your  pocket.  You  get  the  idea. 

Now,  however,  innovation  being  what  it  is,  we're  introducing  the  world's  first  56" 
widescreen  TV.  We  call  it  Toshiba  TheaterWide™  And  by  that  we  mean  it's  the  same  shape  as 


the  screens  at  the  theater  where  you  pay  12  bucks  for  a  ticket  and  popcorn. 


p  exact  opposite 
inted  the  day  before. 


isy. 


Everything  about  it  makes  you  think  you're  in  a  seat  with  gum  stuck  underneath  it. 
It  has  a  picture  with  superb  resolution  that's  the  brightest  in  the  industry.  And  high-powered 
Dolby®  Pro  Logic®  sound.  All  that's  missing 
is  the  lady  in  front  of  you  with  the  big  hat. 

Tomorrow,  who  knows?  We'll  probably 
be  making  a  TheaterWide  TV  you  can  wear  on 
your  wrist.  Or  a  360-degree  screen  that  covers 
all  four  walls  of  your  living  room. 

You  tell  us.  And  we'll  get  to  work  on  it. 
In  our  business,  no  job  is  too  big  or  too  small. 

In  Touch  with  Tomorrow 

TOSHIBA 
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COMPUTERS  I 


IBM  KNOWS  WHAT  TO  DO 
WITH  A  GOOD  IDEA:  SELL  IT 


It's  hawking  core  technology  even  to  rivals — and  making  a  bundle 


What's  the  hot  growth  business 
these  days  at  IBM?  Superfast 
workstations  for  cruising  the 
Infobahn?  Complex  corporate  informa- 
tion systems?  Glitzy  home  PCs  with  the 
latest  multimedia  bells  and  whistles? 
Nope.  It's  the  Big  Blue  technology  bou- 
tique. No  longer  determined  to  keep  its 
core  technology  to  use  exclusively  in 
its  own  systems,  the  computer  giant  is 
selling  all  sorts  of  components— disk 
drives,  microprocessor  chips,  and  even 
the  little  eraser-like  pointer  used  in  its 
hot-selling  ThinkPad  notebooks.  The  bou- 
tique also  can  arrange  for  IBM  factories 
to  make  chips  for  other  computer  mak- 
ers. Or  its  licensing  department 
can  collect  royalties  from  compa- 
nies that  wish  to  use  IBM's  pat- 
ented technologies. 

Even  the  fiercest  competitor 
is  welcome,  and  business  is 
brisk.  Rivals  such  as  Hitachi, 
Apple  Computer,  and  Canon 
shop  at  IBM  for  components  used 
in  the  very  products  they  sell 
against  Big  Blue.  "We  felt  IBM 
was  the  best,"  says  Ronald  K. 
Bell,  chief  technology  officer  for 
Unisys  Corp.,  which  is  having 
IBM  build  its  mainframe  chips. 
LICENSING  COPS.  While  selling 
your  best  technology  to  outsid- 
ers might  seem  like  arming  the 
enemy,  IBM  has  no  intention  of 
letting  up.  Not  only  does  it  keep 
IBM  factories  humming,  but  by 
competing  against  the  world's 
top  component  makers,  IBM 
sharpens  its  game.  Best  of  all,  technolo- 
gy sales  will  add  $3.6  billion  in  revenue 
this  year,  up  from  just  $600  million  in 
1992,  estimates  Salomon  Brothers  Inc. 
analyst  John  Jones  Jr.  He  estimates  that 
second-quarter  revenue  from  such 
sales— nearly  $1  billion— shot  up  400% 
over  a  year  ago,  or  100  limes  the 
growth  rate  for  the  entire  company. 

The  licensing  effort  is  aimed  at  pro- 
tecting IBM's  intellectual  property  and 
getting  better  returns  from  the  compa- 
's  $5  billion  research  and  development 
iget.  In  the  past,  new  technology 
from  the  labs  was  only  sold  as  part  of 
IBM  products.  Now,  Big  Blue's  marketers 


are  aggressively  pursuing  licensing  deals. 
At  the  same  time,  IBM  lawyers  are  look- 
ing high  and  low  for  companies  that 
should  be  paying  IBM  royalties  but 
aren't.  Together,  these  efforts  will  bring 
in  $500  million  this  year,  up  from  $390 
million  in  1993,  IBM  says.  "If  you  don't 
get  an  adequate  return,  then  you  are 
subsidizing  companies  with  your  tech- 
nology," says  Marshall  C.  Phelps  Jr.,  the 
IBM  attorney  in  charge  of  intellectual 
property  and  licensing  services. 
key  endorsement.  The  returns  are 
healthy,  too:  IBM  collects  royalties  of  1% 
to  5%  of  the  retail  price  of  a  product  us- 
ing IBM  technology.  And  it  all  goes  to 


thermore,  Hitachi's  endorsement  greal 
boosts  Big  Blue's  efforts  to  make  Pel 
erPC  an  industry  standard.  Says  Ml 
rill  Lynch  &  Co.  analyst  Dan  Mandrel 
"You  couldn't  have  a  more  visible  I 
ample  of  a  major  technology  player  co| 
mitting  to  IBM  technology  to  prove  tl| 
they  have  something." 
slender  margins.  Perhaps  the  mo 
important  reason  for  IBM's  plunge  ir 
the  component  business,  however,! 
what  it  does  for  its  computer  businel 
If  Big  Blue  can  make  the  latest  tef 
nology  at  the  right  price  for  custom*  ; 
such  as  Hitachi,  it  also  will  be  creati  It 
the  most  competitive  technology  for  k 
own  computers.  "That's  the  reason  w  I 
this  business  is  so  important  to  us,"  se  t 
Ed  Zschau,  general  manager  of  IB!  5 
disk-drive  business.  "As  we  drive  up  v  m 
ume  and  drive  down  cost  in  order  m 
be  the  leading  company  in  that  bu  \ 
ness,  we  improve  the  costs  for  our  otl  I 
businesses." 

Even  so,  sharpening  its  skills  in  mf 
keting  technology  and  components  cal 
turn  back  the  clock  or  restore  Big  Blul 
customary  profits.  Gross  profit  margi 


the  bottom  line:  Jones  estimates  license 
fees  could  add  40<f  per  share  in  earnings 
this  year. 

Big  Blue  benefits  in  other  ways,  too. 
Take  the  deal  with  Hitachi  Ltd.,  signed 
earlier  this  year  and  likely  to  bring  in 
$100  million,  analysts  predict.  Hitachi 
will  buy  chips— both  PowerPC  and  main- 
frame microprocessors— to  build  large- 
scale  computers.  The  first  added  benefit 
for  IBM:  The  company  gets  access,  par- 
ticularly in  Japan,  to  an  estimated  8% 
share  of  the  world  mainframe  market 
that  Hitachi  controls.  It  also  can  use  the 
stream  of  royalties  to  help  subsidize  de- 
velopment costs  of  future  chips.  Fur- 


around  10%— about  a  third  of  IBM's  ov< 
all  gross  profit  margin.  "In  the  total  c( 
text  of  things,  the  increased  profit  cc 
tribution  is  helping,"  says  IBM  Ch: 
Financial  Officer  Jerome  B.  York.  "B 
the  gross  profit  margins  are  very  sl( 
der  compared  with  other  businesse 
York,  however,  can  take  heart  fr< 
something  else:  The  more  widespre 
the  use  of  IBM  technology,  the  bett 
the  chance  of  reaping  some  financial  l 
ward  even  when  IBM  loses  a  comput 
deal  to  a  competitor.  Short  of  winni 
every  deal,  you  can't  beat  that. 

By  Ira  Soger  in  Annonk,  N. 


n 
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li  tone  is  money,  these  are  the  least 
expensive  fax  machines  you  can  own. 


Introducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


In  business,  it's  a  fact  that  the  less  time  you 
spend,  the  more  money  you  save.  Which  is 
precisely  the  idea  behind  our  new  7500  and 
7000  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
the  time  people  spend  on  the  phone  line  and 
at  the  machine.  Features  like  connectivity 
capabilities  that  let  you  send  and  receive  doc- 
uments without  ever  leaving  your  desk.  And 
a  memory  capacity  of  up  to  288  pages  so  you 
can  deal  with  volumes  of  documents  at  your 
convenience, not  the  machines. You '11  also  have 
volumes  more  paper  at  your  disposal  with  a 
paper  capacity  of  up  to  1,1 00  sheets. 

LASER  CLASS  is  a  registered  trademark  of  Canon  Inc. 

UHQ  is  a  trademark  of  Canon  Inc.  ©  1994  Canon  U.S.A.,  Inc. 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page.* 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  "  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

"  Based  nn  CC1TT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


LASER  CLASS 

PLAIN     P  A  t*  £  H  FACSIMILE 


Canon 
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Hyundai  Business  Group,  with 
over  US$58  bil- 
lion in  sales 


continues  to  grow  in^ 
a  wide  spectrum  of  business 
areas.  From  next  generation 
256M  DRAM  chips 
to  satellite  com- 
munications, creat- 
ing tomorrow's  global  infor- 
mation superhighway.  From  a 
full  line  of  passenger  cars  to 


en 


AUTOMOBILES,  ELECTRONICS,  SHIPBUILDING,  ENGINEERING  AND  CONSTRUCTION,  MACHINERY  AND  EQUIPMENT.PETROCHI 


IV  . 


all  types  of  commercial  vehicles.  From  machine  tools  to 
the  magnetic  levitation  train,  the 
ideal  mass  transit  system  of 
the  future.  From  turn-key  nfj 
engineering  and  construction 
projects  to  petrochemicals  with  advanced  new  material.  From 

super  tankers  to  some  of  the  most 
sophisticated  LNG  carriers. 


I^^^f  Hyundai,  with  more 


Mil  ' 


than  30  R&D  centers,  „?pS^ 


working  together,  creating  innovative 
synergies,  innovative  products.  $0&l 


HYUNDAI 

Building  A  Better  World  Through  Innovative  Technology 
a  AND  TRANSPORTATION.  Find  out  how  Hyundai  can  help  you :  Hyundai  Corporation  KP.O.  Box  92,  Seoul.Korea.  Tel  +82-2-746-1873,  Fax  +82-2-741-2341 . 
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RESEARCH  I 


FANTASTIC  JOURNEYS 
IN  VIRTUAL  LABS 


Computers  are  picking  up  where  the  imagination  leaves  off 


" Every  great  advance  in  science 
has  issued  from  a  new  audacity  of 
imagination." 

Philosopher  John  Dewey's  observa- 
tion rings  as  true  today  as  it  did  a 
half-century  ago.  Trouble  is,  sci- 
ence has  gotten  so  complex  since  then 
that  only  a  handful  of  geniuses  can  mus- 
ter the  imagination  needed  to  cope  with 
many  of  its  concepts.  Take  the  notion  of 
cosmic  strings.  This  theory  proposes 
that  the  fundamental  building  blocks  of 
matter  are  mfinitesimally  thin  but  enor- 
mously long  threads  of  energy.  In  di- 
ameter, they're  mere  billionths  the  size 
of  an  electron.  Yet  they  stretch  across 
vast  cosmological  distances  and  into  sev- 
eral "higher  dimensions"  beyond  length, 
width,  depth,  and  time.  The  vibrations  of 
these  strings  supposedly  tickle  zillions  of 
atomic  particles— and  thus  the  universe— 
into  being. 

If  this  weirdness  boggles  your  mind, 
take  heart:  Even  scientists  have  trouble 
conjuring  something  so  alien  to  everyday 
life.  But  mathematics  can.  An  equation 
describing  a  10-dimensional  space  filled 
with  pulsating  spaghetti  is  no  less  con- 
crete than  2+2=4.  And  what  math  can 
describe,  computers  can  bring  to  life  on 
a  video  screen.  That's  why  "doing  sci- 
ence" on  computers— call  it  digital  sci- 
ence—is fast  becoming  as  indispensable 
as  imagination. 

In  fact,  digital  science  marks  the  most 
fundamental  change  in  scientific  method- 
ology since  Isaac  Newton  laid  the  foun- 
dations 350  years  ago.  Michael  Warren, 
a  physicist  at  Los  Alamos  National  Lab- 


oratory, terms  it  "the  transcendent  tech- 
nology of  our  time."  Yet  that  accolade 
barely  hints  at  its  profound  implications 
for  business  and  society.  Digital  scien- 
tists have  the  temerity 
to  envision  a  time,  not 
far  distant,  when  com- 
puters will  help  reengi- 
neer  almost  anything  in 
Mother  Nature's  pantry. 
If  you  need  a  drug  or  a 
polymer  or  a  metal  that 
has  never  existed  be- 
fore, tomorrow's  super- 
computers would  calcu- 
late whether  electrons, 
protons,  and  neutrons 
could  be  assembled  to 
yield  the  desired  proper- 
ties—and sketch  on  a 
screen  how  it  might  be 
done. 

time  warps.  Such  po- 
tential is  rapidly  putting 
computers  at  the  cusp 
of  all  scientific  endeav- 
ors. While  the  machines 
long  ago  became  vital 
research  tools,  they 
mainly  revealed  the  se- 
crets of  nature  in  mind- 
numbing  printouts  of 
numbers.  Digital  science 
is  better  partly  because 
sight  is  by  far  the  best 
human  sense  for  explor- 
ing ideas.  Being  able  to  interact  visually 
with  a  simulated  experiment  helps  am- 
plify intuition  and  creativity,  says  Robert 
Langridge,  a  biologist  at  the  University 


IN  A  FEW  YEARS, 
SUPERCOMPUTERS  HAVE 
EVOLVED  TO  THE  POINT 
WHERE  THEY  CAN 
MODEL  AN  ENTIRE 
HYPERSONIC  FUSELAGE 
AND  THE  STRESSES  THAT 
BUFFET  IT  AT  MACH  10 


of  California  at  San  Francisco.  As  a  r 
suit,  ordinary  researchers  have  a  ba 
ter  shot  at  making  extraordinary  du 
coveries. 

Even  more  signii 
cant,  digital  scienj 
opens  vast  new  horizoi 
to  scientific  inquiry 
many  beyond  the  scon 
of  any  real-world  labor] 
tory.  "A  lot  of  things  aj 
possible  now  th] 
weren't  before,"  saj 
Marvin  L.  Cohen,  1 
theoretical  physicist  I 
the  University  of  Ca 
fornia  at  Berkeley. 

Warping  time  is  oil 
example.  Astrophysicist 
can  scoop  up  enoug 
cosmic  dust  to  create 
star,  watch  it  wink 
life,  burn  for  billions 
years,  then  flare  into 
supernova— all  in  mi 
utes.  At  the  opposi 
extreme,  Scripps  Ins 
tute  of  Oceanograpl 
researcher  Charl 
Brooks  has  stretched  ; 
eyeblink  into  a  workdz 
To  get  a  handle  on  ho 
the  mysterious  "unfol 
ing"  activity  of  protei: 
affects  their  function 
the  body,  he  split  it 
billionths  of  a  second  of  action  inl 
750,000  images— enough  for  a  seven-hol 
video. 

There's  almost  no  end  to  the  nel 

 -K 


Cl 


DIGITAL  SCIENCE'S 
GRAND  CHALLENGES 

Nine  Washington  agencies  are 
coordinating  their  digital  science  efforts  to 
solve  30-odd  Grand  Challenges — projects 
that  are  beyond  the  capability  of  any  single 
researcher  or  lab.  Here's  a  sampling: 


COMPUTATIONAL  BIOLOGY  Understand 
the  components  of  human  and  other 
genomes,  and  develop  software  for  simulat- 
ing biological  structures.  Various  projects 
are  being  sponsored  by  the  Energy  Dept., 
the  National  Science  Foundation,  G.D. 
Searle,  Carnegie  Mellon  University,  and  the 
universities  of  Tennessee,  Houston,  and 


MATHEMATICAL  COMBUSTION 
MODELING  Apply  computational  fluid 
dynamics  to  understand  the  combusticj 
process,  which  may  point  to  more  fuel 
efficient  car  engines.  Managed  by  the:  f 
Energy  Dept. 

QUANTUM  CHROMODYNAMICS  I 
CALCULATIONS  Model  the  physics  of  i  I 
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IANO-LEGOS:  AT  XEROX'  PARC,  MERKLE  IS  BUILDING  MOLECULAR  MICROMACHINES  ATOM  BY  ATOM 


ypes  of  experiments  digital  science  can 
o.  At  New  York  University,  a  three- 
imensional  model  of  a  human  heart- 
eating  inside  a  Cray  C90  supercomput- 
r  365  miles  away— uses  mathematical 
luscles  to  pump  digital  blood.  Before 
fYU  medical  researchers  Charles  S.  Pes- 
:in  and  David  McQueen  had  access  to 
he  Cray  at  the  Pittsburgh  Supercom- 
iuting  Center,  the  simulation  wasn't  fea- 
ible.  Even  now,  producing  each  heart- 
teat  takes  hours  of  number-crunching, 
kit  with  their  heart,  which  won  the 
994  Breakthrough  Computational  Sci- 
mce  award  from  the  Smithsonian  Insti- 
ution  and  Computerworld  magazine, 
5eskin  and  McQueen  can  probe  for  car- 
liovascular  cures  in  ways  that  would 
otherwise  be  impossible. 


In  the  same  manner,  biochemists  at 
the  University  of  North  Carolina  at 
Chapel  Hill  can  tug  the  molecule  of  a  po- 
tential anticancer  drug  to  a  so-called  re- 
ceptor site  on  a  protein,  then  twist  and 
turn  it  to  see  if  there's  a  tight  "fit,"  or 
bonding  force,  which  determines  wheth- 
er the  drug  can  be  effective.  A  scientist 
actually  feels  the  strength  of  the  bond- 
ing force  in  the  mechanical  arm  used  to 
steer  the  molecule. 

At  Australia's  Monash  University,  re- 
searchers last  summer  used  similar  tools 
to  develop  a  "designer"  molecule  that 
seems  to  disable  flu  viruses— permanent- 
ly. The  trouble  with  flu  bugs  is  that  they 
mutate  and  quickly  develop  resistance 
to  drugs.  So  scientists  are  forever  devel- 
oping new  vaccines.  But  viruses  may  not 


be  able  to  overcome  the  Australian 
antidote  because  it  attaches  itself 
to  a  mutation-resistant  receptor 
on  the  virus  and  prevents  it  from 
reproducing.  A  perpetual  flu  shot 
could  be  a  billion-dollar  blockbust- 
er for  Glaxo  Holdings,  the  drug- 
maker  that  sponsored  the  re- 
search. Glaxo  launched  human 
trials  early  this  year. 

Such  near-omnipotent  power  is 
fanning  a  new  spirit  of  adventure 
in  research  and  engineering:  It's 
encouraging  people  to  tackle  proj- 
ects that  used  to  be  too  risky  or 
daunting.  The  upshot,  many  scien- 
tists believe,  is  that  digital  sci- 
ence is  crucial  to  any  nation  that 
aspires  to  do  world-class  re- 
search—and to  harvest  that  knowl- 
edge for  the  seeds  of  tomorrow's 
high-tech  industries.  "It's  a  uni- 
versal tool  that  touches  every  part 
of  science,"  says  Malvin  H.  Kalos, 
director  of  Cornell  University's 
Theory  Center. 

cad  cats.  Materials  scientists  on 
the  trail  of  future  microchips  at 
AT&T  Bell  Laboratories,  for  exam- 
ple, can  now  gain  fresh  insights 
by  doing  a  takeoff  on  Honey,  I 
Shrunk  the  Kids:  They  dive  into  a 
silicon  crystal  to  watch  electrons 
whizzing  through  semiconductor 
circuits.  In  pursuit  of  more  effi- 
cient engines,  Detroit  researchers 
can  climb  inside  and  inspect  how 
gasoline  gets  dispersed  into  tiny 
droplets  before  igniting.  Adolf  Coors  Co. 
uses  digital  models  in  its  search  for 
lighter  beer  cans.  DuPont  Co.  even  sim- 
ulates disposable  diapers,  seeking  to 
make  them  more  absorbent.  And  Cater- 
pillar Inc.  saves  hundreds  of  thousands 
of  dollars  by  using  digital  prototypes  to 
test  designs  for  earth-moving  equipment. 
Says  Donald  R.  Krull,  Cat's  head  of 
product  research:  "Every  industry  is  go- 
ing to  end  up  doing  this." 

That's  particularly  true  now  that  dig- 
ital science  doesn't  always  require  a 
supercomputer.  At  Xerox  Corp.'s  Palo 
Alto  Research  Center  (PARC),  scientist 
Ralph  Merkle  runs  his  experiments  on  a 
workstation.  He's  exploring  nanotech- 
nology— building  molecular  machines  by 
laying  atom  on  atom  like  a  bricklayer 


jntary  particles  in  atoms  and 
alline  lattices.  Funded  by  the 
y  Dept.  and  the  National  Science 
Iqtion. 

ERICAL  TOKAMAK  PROJECT 

rate  particle-  and  fluid-plasma  models  - 
ide  development  of  fusion-energy  ; 
ors.  Headed  by  the  Energy  Dept. 


FIRST  PRINCIPLES  SIMULATION  OF 
MATERIALS  Develop  advanced  techniques 
to  help  discover  new  materials,  using 
quantum  chromodyriamics  and  quantum 
mechanics.  Funded  by  the  Energy  Dept.  A 
related  project  on  atomic-level  simulations 
of  materials  is  funded  by  the  National 
Science  Foundation  and  headed  by  the 
California  Institute  of  Technology. 


GLOBAL  CLIMATE  MODELING  Expand  the 
theoretical  basis  for  climate  dynamics, 
especially  the  role  of  oceans.  Sponsored  by 
the  Energy  Dept.  Related  programs, 
focusing  on  weather  forecasting  and 
modeling  the  dispersion  of  pollutants,  are 
run  by  the  National  Oceanic  & 
Atmospheric  Administration  and  the 
National  Science  Foundation. 
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RlJhere  does  it  all  begin?  Sfif  Hitachi,  it  begins  with  our  16,000  '^Ph'D.s  and  researchers 
worldwide,  an  annual  ^(kD  budget  exceeding  ($4  billion  and  the  relentless  quest  to  uncover  the 
mysteries  of  the  universe.  9V?  ^orth  America  alone,  Hitachi  scientists  are  exploring  areas  as 
diverse  as  digital  signal  processing,  auto  emission  reduction  and  high  definition  television, 
'ffou  see,  we  believe  in  reaching  for  the  stars.  Stfnd,  if  necessary,  beyond. 
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putting  up  a  house.  Thanks  to  desktops 
with  the  muscle  of  yesterday's  Crays, 
he  says,  "we're  seeing  a  democratiza- 
tion and  mass  spread"  of  digital  science. 

Like  many  technologies,  digital  sci- 
ence won  its  first  stripes  with  the  Penta- 
gon. After  World  War  II,  Washington 
plowed  billions  into  computers  and  soft- 
ware to  support  code-breakers  and  de- 
signers of  high-tech  weapons.  In  the 
process,  the  feds  spawned  the  super- 
computer industry,  high-speed  data  com- 
munications, and  computer  networking. 
Many  software  packages  now  used  by 
industry  also  have  Pentagon  ancestry. 
For  instance,  auto  makers  crash-test  cars 


ton.  It  culminated  in  1985,  when  the  Na- 
tional Science  Foundation  got  $200  mil- 
lion to  create  four  national  supercom- 
puter centers  and  a  nationwide 
datacommunications  system,  the  NSFnet, 
to  link  the  centers  to  three  dozen  uni- 
versities. All  told,  the  nsf  and  its  uni- 
versity, state,  and  88  industrial  collabora- 
tors have  invested  close  to  $1  billion  in 
these  centers.  And  the  money  keeps 
rolling  in.  In  1991,  President  Bush  signed 
the  High  Performance  Computing  & 
Communications  Act  (HPCC),  a  five-year 
initiative  that  is  authorized  to  spend  $1 
billion  in  fiscal  1994. 

By  1996,  the  curtain  will  rise  on  the 


TICKER  TECH:  NYU'S  PESKIN  DEVELOPED  A  THREE-DIMENSIONAL  HEART 
MODEL  WHOSE  EVERY  BEAT  TAKES  HOURS  OF  NUMBER-CRUNCHING 


in  computer  simulations  using  a  pro- 
gram based  on  Dyna-3D,  which  was 
written  to  ensure  that  an  Air  Force 
bomber's  nuclear  eggs  wouldn't  crack 
open  if  the  plane  crashed. 

Until  the  late  1980s,  most  scientists 
outside  the  defense  establishment  could 
only  look  on  with  envy.  Martin  Karplus, 
a  Harvard  University  theoretical  chem- 
ist, recalls  having  to  cadge  time  at  night 
on  a  hospital's  computer.  And  Larry  L. 
Smarr,  an  astrophysicist  at  the  Univer- 
sity of  Illinois,  had  to  hop  to  Germany 
and  borrow  time  on  a  Cray  at  the  Max 
Planck  Institut. 

Smarr  soon  got  fed  up  and  joined 
mathematician  Kenneth  G.  Wilson,  a 
1982  Nobel  laureate  then  at  Cornell,  to 
lead  a  lobbying  campaign  in  Washing- 


next  act— a  new  type 
of  supercomputer 
dubbed  "teraops."  At 
peak  speed,  these  ma- 
chines will  chew  through  at  least  a  trillion 
operations  per  second,  or  teraops— 10  to 
50  times  as  many  as  today's  best  number- 
crunchers.  Such  fantastic  speeds  are  es- 
sential for  tackling  so-called  Grand  Chal- 
lenge problems.  These  arc  the  knottiest 
puzzles  facing  science,  such  as  developing 
fusion-energy  reactors  and  understand- 
ing the  global  climate  (table,  page  76). 

To  bypass  an  inherent  speed  limitation 
in  traditional  computers,  teraops  ma- 
chines will  be  based  on  massively  par- 
allel processing  (MPP),  a  technology  pio- 
neered by  Thinking  Machines,  nCube, 
Intel  Supercomputer  Systems,  and  oth- 


ers. MPP  systems  have  dozens  to  thov 
sands  of  microprocessor  chips  that  eao 
pack  the  raw  speed  of  an  older  Cra 
"We  need  MPP  speeds  because  we  wail 
to  model  an  oil  spill  in  real  time,  n<; 
get  the  results  after  several  days  arl 
then  go  check  to  see  if  the  model  w£| 
right,"  says  Frank  L.  Gilfeather,  a  prl 
fessor  of  mathematics  at  the  University 
of  New  Mexico  and  a  co-designer  of  tl3 
new  Maui  High  Performance  Compu; 
ing  Center  (page  84).  "We  want  to  pr? 
diet  what's  going  to  happen— in  time  | 
go  out  and  take  preventive  action." 

At  expected  prices  of  up  to  $50  m 
lion,  not  many  teraops  machines  will  1 
installed  before  the  turn  of  the  centur 
But  scientists  attacking  priority  pro 
lems  will  have  no  trouble  gaining  a 
cess  to  one— wherever  it  may  be.  Th 
NSFnet  has  evolved  into  the  backboit 
of  the  Internet,  and  it  now  has  links 
1,000  colleges  plus  an  increasing  numb 
of  fee-paying  corporate  sites. 

Keeping  the  data  humming  to  ar 
from  teraops  computers  will  require  tl 
fast  lanes  of  the  Information  Superhig 
way.  These  will  be  gigabit  links,  capab 
of  pumping  data  by  the  billions  of  bi 
per  second.  Most  of  today's  data  pip 
lines  top  out  at  only  45  million  bits  p 
second,  but  MCI  Communications  Cor 
is  already  installing  a  2.5-gigabit  ne 
work.  That's  enough  to  transmit  all  tl 
text  in  the  Encyclopaedia  Brittanica 
one  second. 

gigabit  players.  Such  speeds  shou 
also  boost  on-line  collaborations,  wil 
scientists  ganging  up  on  complex  pro 
lems  in  virtual  lal 
that  exist  nowhei 
yet  anywhere.  Befo 
the  NSFnet  w; 
turned  on  in  1986, 
was  unusual  for  mi 
tidisciplinary  teams 
include  researche 
from  more  than  oi 
institution.  Today,  it 
common  —  whic 
means  that  resean 
projects  are  tappir 
the  best  scientific  brains  in  the  worl 
Gigabit  links  will  bring  a  major  new  c 
mension  to  on-line  science.  They'll  e 
able  biologists,  chemists,  and  biophyj 
cists  in  Austin,  Boston,  and  Bonn 
watch  the  progress  of  a  digital  expei 
ment  in  all  three  places  at  once. 

Gigabit  networks  also  will  ha 
enough  two-way  capacity  for  remote  e 
perimentation.  Researchers  will  thus  1 
able  to  use  the  best  piece  of  scientil 
equipment  for  the  task,  no  matter  whe: 
it's  located.  Ultimately,  this  could  "crea 
a  distributed  laboratory  across  this  cou 
try,"  says  Dr.  Judith  L.  Vaitukaitis,  dirt 
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You  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX, 
me  Ultimate  Multimedia  Presenter 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper. 
Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand.  With  sham 

3 1  1  d  <  P,  Z-NOTEFLEX 

colorful  video  and  stereo     ^idx4-75mhz processor 

1 6-bit  business  audio 

sound,  your  business  pre- 
sentations are  sure  to  get 
attention  Detaching  the 
'  LCD  display  and  placing  it 
in  front  of  your  viewers  will 
lave  an  even  greater  impact" 
And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today  then  upgrade  | 
when  you're  ready 

Your  audience  wants  something  worth 
watching.  And  the  Z-NOTEFLEX  delivers 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details, 
i -800-289- 1279,  Ext.  5122 


active-matrix.  256-cobr 
LCD  display 

FLEXS1TE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  dnve  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type-Ill  PCMCIA  slots 
networking  module 

FLEXSHl  >U  •■ 
double-speed  CD-ROM  dnve 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 
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Multimedia  PC 
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Through  commitment, 
innovation  and  an  emphasis 
on  total  quality, 
Samsung  has  become  one 
of  the  world's  fastest 
growing  technology  resources. 
Samsung  is  not  only  on 
the  forefront  of  electronics, 
but  has  received  world- 
wide recognition  for  advances 
in  engineering  as  well. 
Below  are  just  a  few  examples 
of  how  Samsung  quality 
and  technology  are  working 
for  everyone. 

For  more,  write  P.O.  Box  260, 
Ridgefield  Park,  NJ  07660. 
Fax  201-229-6058. 

ELECTRONICS 

199-gram  cellular  phone 

High-definition  TV 

64M  DRAM  semiconductors 

Notebook  PC 

Home  service  robot 

ENGINEERING 

Offshore  oil  and  gas  platform 
Aerospace 

Dozers,  excavators  and  loaders 
Chemicals 

Double-hull  oil  tankers 


tor  of  the  National  Center  for  Research 
Resources  at  the  National  Institutes  of 
Health.  The  outlines  of  this  virtual  lab 
are  starting  to  take  shape.  The  Univer- 
sity of  California  at  San  Diego's  medical 
school  is  experimenting  with  remote  ac- 
cess to  its  high-voltage-transmission  elec- 
tron microscope— one  of  only  six  available 
to  U.  S.  biologists.  Now,  a  neuroscientist 
at  the  University  of  Tennessee  can  dial 
up  the  San  Diego  instrument  to  peer  at 
3-D  images  of  brain  cells. 

At  first,  the  heavy  reliance  on  com- 
puters and  mathematical  models  made 
many  scientists  nervous.  Computer  sim- 
ulations are,  after  all,  approximations. 
It  ;i  scientist  realh   needed  a  model 


based  on  fundamental  forces  such  as 
quantum  chromodynamics  and  quantum 
mechanics— which,  respectively,  describe 
how  quarks  assemble  into  protons  and 
neutrons  and  how  electrons  behave 
when  orbiting  an  atom's  nucleus— the 
simulation  would  be  restricted  to  10  or 
so  atoms.  Any  more  and  even  today's 
biggest  supercomputer  gags.  So  scien- 
tists devise  clever  shortcuts,  judiciously 
omitting  certain  details.  "That's  where 
the  art  is,"  says  Ralph  Z.  Roskies,  co-di- 
rector of  the  Pittsburgh  Supercomputing 
Center.  For  example,  digital  imitations  of 
the  solar  system  treat  the  planets  as 
monolithic  bodies,  not  megamasses  of 
atoms.  And  climatologists  studying  how 


the  oceans  influence  weather  patten) 
may  ignore  the  sunlight  reflected  Ij 
clouds  to  squeeze  in  more  data  on  oced 
currents. 

Juggling  this  so-called  granularity 
computer  models  is  a  constant  headach 
Almost  always,  some  degree  of  accura( 
must  be  sacrificed  to  get  the  job  done 
a  reasonable  time.  Take  the  Nation 
Weather  Service's  24-hour  forecast 
These  used  to  stem  from  a  model  th 
covered  the  U.  S.  with  boxes  75  kilomE 
ters  square.  Inside  these  boxes,  thl 
weather  was  assumed  to  be  uniforrl 
Meteorologists  knew  this  model's  grani 
larity  was  too  coarse  because  thundel 
storms  and  tornadoes  could  come  arl 


SUPERCOMPUTING  FOR  THE  MASSES 


■  n  ancient  times,  according  to  Ha- 
I  waiian  mythology,  a  god  scaled 
H  Maui's  Haleakala  volcano  to  grab 
the  sun  and  point  its  rays  toward  the 
islands.  Today,  the  10,000-foot  summit 
is  being  used  as  a  base  for  U.  S.  Air 
Force  telescopes  that  probe  even  far- 
ther into  space.  And  at  the  foot 
of  the  mountain,  near  the  town 
of  Kihei,  is  the  spanking-new 
Maui  High  Performance  Com- 
puting Center  (MHPCC).  It's  the 
westernmost  point  on  Ameri- 
ca's information  highway. 

Although  the  Maui  center 
just  opened  on  Aug.  19,  by 
yearend  it  is  expected  to  be 
the  second  most  powerful  com- 
puter facility  in  the  U.  S., 
topped  only  by  the  one  used 
by  the  National  Security  Agen- 
cy. When  the  MHPCC's  main  ma- 
chine—IBM's jazziest  PowerPa- 
rallel  system— is  running  on  all 
400  of  its  "massively  parallel" 
processors,  its  peak  speed  will 
exceed  125  billion  calculations 
a  second. 

NEEDY  neroless.  Some  of  that 
power  will  crunch  the  data  col- 
lected by  nearby  telescopes 
and  support  research  at  De- 
fense Dept.  laboratories  back  on  the 
mainland.  But  plenty  will  be  left  over 
for  industry,  says  Frank  L.  Gilfeather, 
a  mathematics  professor  at  the  Uni- 
versity of  New  Mexico  and  a  principal 
architect  of  the  MHPCC.  Compared 
with  other.  Defense  Dept.  supercom- 
puter facilities,  "the  Maui  center  is 
unique,"  he  says,  "because  economic 
development  was  a  principal  mission 
from  the  start."  Since  most  large  com- 
panies that  need  acces;  to  a  super- 


computer are  probably  affiliated  al- 
ready with  a  national  lab  or  a  Nation- 
al Science  Foundation  (nsf)  supercom- 
puting center,  Gilfeather  says  the 
MHPCC  will  stress  "working  with  mid- 
size companies"  that  can't  afford  their 
own  digital-science  nerds.  "We  will 


make  a  special  effort  to  help  these 
companies  grow." 

The  good  news  for  small  and  midsize 
companies  is  that  Maui  isn't  going  to 
be  the  only  game  in  town.  With  Penta- 
gon funds  drying  up,  the  national  lab- 
oratories are  desperately  looking  to 
rope  in  new  sponsors.  Los  Alamos  is 
even  working  with  Centech  Inc.,  a 
three-person  company  in  Casper,  Wyo., 
to  help  develop  a  better  way  to  recycle 
oil  sludge. 


Sandia  National  Laboratories  is  also 
targeting  smaller  companies  with  Fast- 
cast  Inc.,  a  consortium  formed  to  imj 
prove  metal-casting  processes  witli 
computational  tools.  Founded  in  198£j 
by  Sandia  and  three  companies— Kom 
tek,  TrueCast,  and  Manufacturing  Sci 
ences— the  group  now  includes; 
16  members,  some  of  whom] 
have  slashed  development  cy 
cles  from  18  months  to  14 
weeks. 

safe  travels.  Sometimes  these 
small  companies  surprise  the 
labs'  scientists  with  new  uses} 
for  defense  technology.  For  ex 
ample,  Frazer-Nash  Consultan 
cy  Ltd.,  a  40-person  company 
in  Leatherhead,  England 
adapted  Lawrence  Livermore 
National  Lab's  Dyna-3D,  the 
software  used  for  crash-testing 
cars  and  planes,  to  analyze 
what  happened  to  human  bod 
ies  in  the  Jan.  8,  1991,  train 
wreck  in  London's  Cannon, 
Street  station.  Now,  Dyna-3E 
is  yielding  new  insights  intc 
how  to  design  safer  vehicles  ol 
all  sorts. 

Working  with  industry  may 
be  a  letdown  for  some  scien 
tists  who  for  five  decades  saw  them 
selves  as  the  ultimate  defenders  oi 
freedom.  But  Gilfeather  believes  that 
the  long-term  impact  of  such  collabo- 
rations could  be  nearly  as  sweeping 
as  the  fall  of  communism.  Digital  sci- 
ence will  change  so  many  products  and | 
processes  for  the  better,  he  says,  "that 
it  will  make  a  profound  difference  the 
world  over." 

By  Otis  Port  in  New  York,  with  Rus 
sell  Mitchell  in  San  Francisco 
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Your  urinary  symptoms  may  be  caused  by  a  condition  called  benign  prostate 
enlargement  or  BPH.  BPH  is  not  cancer  and  does  not  lead  to  cancer,  although 
the  two  conditions  can  exist  at  the  same  time.  Remember,  only  a  doctor  can 

evaluate  your  symptoms  and  their 


Is  this  you? 

Do  you  get  up  more  than  once  or  twice  a  night  to  urinate? 
Do  you  often  have  sudden,  uncontrollable  urges  to  urinate? 
Do  you  have  a  hesitant  or  slow  urine  stream? 
Do  you  have  a  frequent  need  to  urinate? 
If  you  answered  yes  to  even  one  question,  tell  your  doctor. 


possible  causes. 

Today,  symptomatic  BPH  can 
be  treated  by  your  doctor  in 
several  ways.  The  options  are 
monitoring  the  condition  with 
regular  checkups,  surgery,  or  oral 
medicines.  One  oral  medicine  is 
PROSCAR,  the  only  prescription  medicine  for  the  treatment  of  symptomatic 
BPH  that  can  shrink  the  prostate. 


Yes 

No 

□ 

□ 

□ 

□ 

□ 

I  ] 

□ 

□ 

PROSCAR  works  by  blocking  a  hormone  that  can 
cause  the  prostate  to  enlarge.  But  it  is  important  to 
know:  PROSCAR  doesn't  work  for  everyone. 
Although  the  prostate  may  shrink,  there  may  not  be 
an  improvement  in  urinary  symptoms.  However,  in 
clinical  studies  with  PROSCAR,  some  men  have  seen 
an  improvement  in  their  urinary  symptoms  after  2 
weeks.  Others  have  found  that  PROSCAR  took  up  to  several  months  to  help 
them.  Because  all  men  are  different,  you  and  your  doctor  will  need  to  deter- 
mine how  PROSCAR  is  working  for  you. 

If  you  have  any  urinary  symptoms,  see  your  family  doctor  or  a  urologist  soon, 
and  ask  about  PROSCAR.  For  free  information  to  help  you  discuss  your 
symptoms  with  your  doctor,  call  1-800-261-5563. 

For  the  treatment  of  symptomatic  BPH 


©1994,  Merck  &  Co.,  Inc. 
All  rights  reserved. 


[FINASTERIDE) 

The  only  medicine  that  can  shrink  the  prostate. 

Please  see  patient  information  on  the  next  page. 


j  The  prostate  surrounds 
|  part  of  the  urethra. 
;  the  tube  that  carries 

urine  from  the  bladder. 
\  As  the  prostate  enlarges, 
j  it  can  squeeze  the 
j  urethra  and  cause 

urinary  problems. 
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PATIENT  INFORMATION  ABOUT 

PROSCAR  (Prahs-car) 

Generic  name:  finasteride  I  fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperplasia 
and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign  prostatic 
hyperplasia  or  BPH.  This  occurs  only  in  men. 

Please  read  this  information,  as  well  as  the  leaflet 
which  accompanies  vour  medication,  before  you 
start  taking  PROSCAR.  Also,  read  the  leaflet 
each  time  you  renew  your  prescription,  just  in 
case  anything  has  changed.  Remember,  this 
leaflet  does  not  take  the  place  of  careful  discus- 
sions with  your  doctor.  You  and  your  doctor 
should  discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland. 
After  age  50,  most  men  develop  enlarged 
prostates.  The  prostate  is  located  below  the 
bladder.  As  the  prostate  enlarges,  it  may  slowly 
restrict  the  flow  of  urine.  This  can  lead  to 
symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  or  hesitation  when  you  start 
tn  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options  for  BPH: 

•  Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged  prostate 
gland  and  no  symptoms  or  if  his  symptoms  do 
not  bother  him,  he  and  his  doctor  may  decide 
on  a  program  of  monitoring  which  would 
include  regular  checkups,  instead  of  medica- 
tion or  surgery. 

•  Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need  surgery. 
Your  doctor  can  describe  several  different  sur- 
gical procedures  for  BPH.  Which  procedure  is 
best  depends  on  your  symptoms  and  medical 
condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone  called 
DHT  (dihydrotestosterone),  which  is  a  major 
cause  of  prostate  growth.  Lowering  DHT  leads 
to  shrinkage  of  the  enlarged  prostate  gland  in 
most  men.  This  can  lead  to  gradual  improve- 
ment in  urine  flow  and  symptoms  over  the  next 
several  months.  However,  since  each  case  of 
BPH  is  different,  you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you  may 
NOT  see  an  improvement  in  urine  flow  or 
symptoms. 

•  You  may  need  to  take  PROSCAR  for  six  (6j 
months  or  more  to  sec  whether  it  helps  you. 

•  Even  though  you  take  PROSCAR  and  it  may 
help  you.  it  is  not  known  whether  PROSCAR 
reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•  You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have  regu- 
lar checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups 

-  About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects.  Side 
effects  due  to  PROSCAR  may  include  impo- 
tence (or  inability  to  have  an  erection  I  and  less 
de-ire  for  sex.  Each  of  these  side  effects 
occurred  in  less  than  4%  of  patients  in  clinical 
studies.  In  some  cases  side  effects  went  away 
while  the  patient  continued  to  take  PROSCAR. 

Some  men  taking  PROSCAR  may  have  a 
decrease  in  the  amount  of  semen  released  dur- 


ing sex.  This  decrease  does  not  appear  to 
interfere  with  normal  sexual  function.  Rarely, 
some  men  have  reported  breast  swelling 
and/or  tenderness  or  allergic  reactions  such  as 
lip  swelling  and  rash. 

You  should  discuss  side  effects  with  your  doctor 
before  taking  PROSCAR"  (Finasteride)  and  any- 
time you  think  you  are  having  a  side  effect. 

•  Checking  for  prostate  cancer.  Your  doctor 
has  prescribed  PROSCAR  for  symptomatic 
BPH  and  not  for  cancer — but  a  man  can  have 
BPH  and  prostate  cancer  at  the  same  time. 
Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when 
they  turn  50  (or  40  if  a  family  member  has  had 
prostate  cancer).  These  checks  should  contin- 
ue while  you  take  PROSCAR.  PROSCAR  is 
not  a  treatment  for  prostate  cancer. 

•  About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•  A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 

PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or  women 
who  could  become  pregnant,  should  avoid  the 
active  ingredient  in  PROSCAR. 

If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby,  it 
may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR  and 
talk  to  your  doctor.  If  your  partner  could 
become  pregnant,  proper  use  of  a  condom  can 
reduce  the  risk  of  exposing  her  to  your  semen 
(discuss  this  further  with  your  doctor). 

Handling  broken  tablets.  Women  who 

are  pregnant  or  who  could  become  pregnant 

must  not  handle  broken  tablets  of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent  con- 
tact with  the  active  ingredient  during  normal 
handling   If  this  coating  is  broken,  the  tablets 
should  not  be  handled  by  women  who  are 
pregnant  or  who  could  become  pregnant. 

If  a  woman  who  is  pregnant  comes  into  contact 
with  the  active  ingredient  in  PROSCAR,  a  doc- 
tor should  be  consulted.  Remember,  these 
warnings  apply  only  if  the  woman  exposed  to 
PROSCAR  is  pregnant  or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  helpful 
to  take  it  the  same  time  every  day. 

Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 

Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
'PROSCAR'  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER 


<h»  MERCK 

©  1994,  Merck  &  Co.,  Inc. 
West  Point,  PA  19486 
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go  in  a  cell  unnoticed.  But  a  finer  gr 
would  have  taken  so  long  to  run  till 
the  weather  could  have  arrived  by  til 
time  the  forecast  was  done.  Earlier  thi 
year,  the  Weather  Service  upgrade 
from  a  Cray  Y-MP  to  a  faster  Cray  C90- 
and  reduced  the  grid  to  35-km-squai! 
boxes.  Still,  weather  watchers  are  eage 
ly  awaiting  a  teraops  system. 
clincher.  Similarly,  older  Crays 
NASA's  Ames  Research  Center  didr 
have  enough  muscle  to  simulate  tn 
flow  of  hypersonic  air  over  a  plane 
entire  fuselage  as  it  moved  at  severli 
times  the  speed  of  sound.  So,  they  ha 
to  piece  together  the  results  from  vaj 
ious  sections.  With  a  new  Cray  C9B 
however,  far  more  detailed  and  realist; 
simulations  are  possible. 

Such  successes  have  gradually  pe^ 
suaded  skeptics  that  digital  science  i 
for  real.  In  1989,  Berkeley's  Cohen  pri 
dieted  that  carbon  and  nitrogen  atom 
arranged  in  a  certain  crystalline  stnl 
ture  would  be  harder  than  a  diamon, 
Scientists  at  Lawrence  Berkeley  Labor,- 
tory,  Northwestern  University,  and  Ha- 


Bad  science  will  persist.  Jus 
because  a  digital  experimen 
works,  it  doesn't  mean  the 
results  are  valid 


vard  then  produced  minute  amounts 
the  new  carbon-nitride  material— thoul 
a  process  for  fabricating  commercij 
quantities  has  yet  to  be  devised. 

Another  clincher  was  an  IBM  expeit 
ment  that  provided  the  best  proof  I 
far  of  quantum  chromodynamics,  or  QCt 
The  equations  laying  out  this  esoteit 
theory  are  so  convoluted  that  IBM  built  i 
custom-designed  mpp  computer  with  5^ 
processors  to  crunch  the  QCD  math  s 
top  speed.  The  machine  ran  continuois 
ly  for  a  year  before  the  results  poppw 
out  in  early  1993.  Physicists  we» 
cheered  when  the  answers  confirm<( 
most  interpretations  of  experiments  wi| 
particle  accelerators. 

Just  because  a  digital  expenmei 
works  doesn't  necessarily  mean  the  r 
suits  are  valid.  Computers  can  be  us< 
to  model  "a  lousy  experiment  or  a  lou| 
theory,"  says  Robert  J.  Silbey,  head 
Massachusetts  Institute  of  Technology 
chemistry  department.  Until  other  rf 
searchers  spot  the  errors,  he  conceded 
"we  may  go  off  in  the  wrong  directi(| 
for  a  while."  That's  accepted  within  tlf 
culture  of  science.  But  it  can  prese 
major  problems  when  simulations  aj 
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Best  Of  Luck  In  Our  European  Vacation  Sweepstakes. 


Your  best  bet  has  always  been  a  Best 
Western,  so  play  the  odds 
and  try  your  luck  in  the 
Best  Western/American 
Express'  Card  Sweepstakes. 
All  you  have  to  do  is  stay  at  any  one 
of  the  1 ,900  Best  Westerns  across  the 
U.S.  and  Canada  and  pay  with  the 
American  Express  Card. 


$jj 1  You  will  be 
entered  into 


3112 


1500b 


a  drawing 
to  win  a  one  week  trip  to  Europe. 
We'll  provide  accommodations  at 
any  Best  Western  in  Europe,  round- 
trip  airfare,  rental  car  and  $1000 
spending'  money.  Now, 
the  more  times  you 
stay  and  pay  with  the 
American  Express  Card 
through  December  31,  1994, 
the  more  chances  you  have  to  win. 
Call  your  travel  agent  or 
1-800-528-1234  for  reservations.  Your 
best  bet  is  a  Best  Western.  And 
remember  the  American  Express  Card- 
Don't  leave  home  without  it. 


ONE  GRAND  PRIZE  European  Vacation  6  nights  lodging  at  any  Best  Western  in  Europe  of  your  choice  Airfare  for  two.  7-day  rental  car,  $1000  spending  money 

TWO  FIRST  PRIZES  North  American  Vacation  6  nights  lodging  at  any  Best  Western  in  No  America  of  your  choice.  Airfare  for  two.  7-day  rental  car.  $500  spending  money 

100  SECOND  PRIZE'S  $50  Prepaid  Long  Distance  AT&T  Card.  Warner  Bros  the  specialist  (opening  October  7)  movie  poster  and  CD 

No  purchase  or  charge  necessary  to  enter  or  claim  prize.  Open  to  legal  residents  of  the  United  States,  18  years  or  older,  and  who  are 
American  Express'  Cardmembers  as  of  9/1/94  Employees  of  Best  Western  Properties,  American  Express  Travel  Related  Services  Company, 
Inc.,  its  parent,  their  subsidiaries,  agencies,  affiliates  and  members  of  their  families  living  in  same  household  are  not  eligible.  Void  where 
prohibited.  You  are  automatically  entered  in  the  sweepstakes  each  time  a  charge  is  recorded  on  your  American  Express  account  for  a  stay 
at  a  Best  Western  hotel,  motor  inn  or  resort  in  the  United  States  or  Canada  from  9/12/94  through  12/31/94.  Charges  received  or  recorded  by 
American  Express  after  1/31/95  will  not  be  included  in  the  drawing.  You  also  may  enter  by  printing  your  name,  complete  address,  telephone 
number  and  American  Express  account  number  on  a  3"  x  5"  paper  and  mailing  it  in  an  envelope  to:  Best  Western  United  States  Sweepstakes. 
PMJ  Station.  P.O.  Box  3579,  Southbury,  CT  06488-3579  Entry  must  be  postmarked  by  12/31/94  and  received  by  1/31/95.  Only  one  entry  per 
stamped  envelope.  No  mechanical  reproductions  permitted  Not  responsible  for  delays  in  mailing  or  submissions  of  American  Express 
charges.  Odds  of  winning  will  be  determined  by  the  number  of  charges  recorded  and  entries  received  Grand  Prize  valued  at  $4,210,  First 
Prizes  valued  at  $1 .880,  Second  Prizes  valued  at  $75  All  entrants  agree  to  be  bound  by  the  official  rules  which  may  be  obtained  by  sending 
a  self-addressed,  stamped  envelope  to  be  received  by  12/15/94  to  Best  Western  United  States  Rules,  PMI  Station,  P.O  Box  750,  Southbury, 
CT  06488-0750.  Best  Western  International,  6201  North  24th  Parkway,  Phoenix,  AZ  85016-2023.  ©1994  Warner  Bros.  All  Rights  Reserved. 
©1994  Best  Western  International,  Inc.  Best  Western  hotels  are  mdependently  owned  and  operated. 


Helping  you  along  the  way." 


Theme's  No 
Time  Luke  This 
Present. 

Small  in  stature.  Big  in  meaning. 
Each  collectible  Bulova  Miniature  is 
a  solid  brass  replica  of  a  world  famous  clock, 
and  a  tremendous  way  to  recognize 
your  most  valued  business  associates. 


BW  9/94 


For  more  information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager,  Special  Markets  Division, 
Bulova  Corporation,  One  BulovaAve.,  Woodside,  NY,  11377.  Call  toll-free  1-800-423-3553-  In  N.Y.C.  1-718  204-4600. 


T.  Rowe  Price  International  Stock  Fund— one  of  the  oldest  and  largest 
international  funds — can  he  an  ideal  way  to  diversify  your  portfolio. 
Adding  foreign  stocks  could  help  increase  your  long-term  returns  by 
providing  exposure  to  potentially  stronger-performing  foreign  markets. 
And  it  should  help  reduce  your  portfolio's  overall  volatility  because 
foreign  economies  follow  different  cycles  than  the  U.S.  economy. 

In  fact,  the  Fund  was  awarded  a  4-star  (****)  rating  for  its  risk- 
adjusted  performance  from  Morningstar,  an  independent  publisher  of 
mutual  fund  ratings.1  Keep  in  mind  that  international  investing  has 
special  risks,  including  currency  fluctuations.  $2,500  minimum 
($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 

1  800-541  6619 


Invest  With  Confideni 

T.RoweRice 


There  is  no  guarantee  thai  the  Fund  can  achieve  its  objectives.  *  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted 
performance  as  of  6/30/94.  These  rations  may  change  monthly,  Ratings  are  calculated  front  the  Fund's  3-,  5-,  and  10-year 
average  annual  returns  in  excess  of  lX)-da\  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  nsk  factor  that  reflects 
Fund  performance  below  90-day  Treasury  bill  returns.  10";,  of  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars  Past  performance  cannot  guarantee  future  results.  Request  a  prospectus  with  more  complete  information, 
in<  hiding  management  lees  and  other  charges  and  expenses.  Read  it  carefully,  before  you  invest  or  send  money  T.  Rowe  Price 
Investment  Services,  Inc..  Distributor 
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used  to  formulate  public  policy.  For  d- 
ample,  although  climate  models  generi- 
ly  predict  global  warming,  they  conti 
diet  one  another  on  details  that  wot 
help  decide  what  to  do  to  counter 
greenhouse  effect. 

hot  topics.  Still,  the  incidence  of  lorl 
models  should  diminish  as  digital  scierp 
permeates  classrooms  and  produces  mce 
graduates  with  good  simulation  skifj. 
Among  the  more  advanced  projects k 
the  University  of  Washington's  molecuj- 
biology  program,  headed  by  Leroy  HcM 
and  backed  with  $12  million  from  Willi?n 
H.  Gates  III,  chairman  of  Microsoft  Col 
Digital  science  has  become  "essential  aid 
fundamental  to  biology,"  says  Hood,  r 
tracking  down  the  connections  betweo 
the  estimated  50,000  to  100,000  humh 
genes  or  determining  how  billions  of  nft 
rons  in  the  human  brain  interact  to  cl 
ate  thought  and  perception. 

That's  true  not  just  in  biology.  "Col 
plexity"  is  one  of  the  hot  topics  in  cdl 
temporary  science,  and  proponents  »■ 
lieve  it  will  turn  reductionist  science  ■ 
its  ear.  Traditional  science  has  gropi 


One  psychology  professor 
foresees  "flight  simulators  f< 
social  policy" — sophisticate! 
computer  models 


for  understanding  by  reducing  compl 
systems  to  their  simplest  elements.  £ 
this  often  falls  short  of  a  complete  exp 
nation,  especially  when  so-called  em< 
gent  behavior  is  a  factor.  Many  natu 
systems  made  up  of  simple  entities— j 
colonies  are  a  good  example— exhibit; 
capacity  for  self-organization  that  ca 
be  explained  by  the  characteristics  I 
the  individual  members.  Complexity  til 
ory  aims  to  discover  how  self-organil 
tion  comes  about. 

If  the  secret  is  found,  says  John  I 
Holland,  a  professor  of  psychology  1 
the  University  of  Michigan,  complex |r 
simulations  could  one  day  serve  Is 
"flight  simulators  for  social  policy"— he| 
ing  government  leaders  navigate  tfe 
waters  of  partisan  politics  to  aehiel 
the  greatest  good  for  the  majority. 

That  challenge  may  elude  even  tern 
ops  computers.  But  the  next  generatil 
of  supercomputers  after  them— petacl 
systems,  which  will  spit  out  calculaticl 
by  the  quadrillions  every  second— shorl 
arrive  early  next  century.  Their  wcl 
will  be  waiting. 

By  Russell  Mitchell  in  San  Francis\ 
with  Otis  Port  in  New  York 
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While  sortie  companies  see  the  world  in  global 
terms,  we  prefer  to  view  life  from  a  more  local 
perspective. 

The  reason?  Komatsu  believes  that  local  thinking 
is  the  best  way  to  start  building  a  better  world,  and 
we  put  our  thinking  to  work  on  a  global  basis. 

We  rely  on  localization  of  management,  research, 
development,  and  production  to  make  the  world's 
most  powerful,  productive  construction  and 
industrial  machines.  We  promote  free  exchange 
of  ideas  and  technology  through  our  global 
network  of  independent  local  subsidiaries. 
We  also  stress  strong  cooperation  with  local 
partners,  sharing  opportunities  for  global  growth, 

Think  locally.  Act  globally.  Komatsu  takes  this 
motto  to  heart  as  we  strive  to  build  better 
machines  and  better  ways  to  build  them.  In 
communities  around  the  world. 


Think  locally.  Act  globally. 


KOMAfSU 


Head  Office: 2-3-6  Akasaka, Minato-ku  Tokyo  1(1",  Japan  Phone :  (03  )  5561-2617  Facsimile :  (03  )  3505 
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evelopments  to  Watc 


EDITED  BY  RUTH  COXETER 


TAKING  THE  HEAT  OFF 
ELECTRICAL  COMPONENTS 


As  objects  grow 
warmer,  they  ex- 
pand, right?  Not  always, 
says  Oregon  State  Uni- 
versity scientist  Arthur 
W.  Sleight.  He  concocted 
a  composite  of  zirconium, 
vanadium,  and  phosphor- 
us that  actually  contracts 
as  the  mercury  rises 
above  room  temperature. 
Sleight  attributes  this 
shrinkage  to  the  fact 
that  phosphorus  and  va- 
nadium atoms  bind  to  an 
intermediate  oxygen  atom,  not  to  each  other.  Heat  makes 
oxygen  vibrate,  drawing  the  other  atoms  together. 

This  could  have  big  implications  in  industries  such  as  semi- 
conductors and  optics,  where  engineers  search  for  thermally 
stable  compounds.  The  reason:  Heat  distorts  sensitive  compo- 
nents, such  as  printed  circuit  boards  and  laser  lenses.  By 
mixing  grains  of  the  new  composite  with  ordinary  epoxies  or 
polymers.  Sleight  thinks  he  can  counteract  heat  expansion, 
leading  to  components  that  rigidly  retain  their  size  and  shape 
up  to  1,500F.  Learning  how  to  mix  the  materials  could  take  an- 
other two  to  three  years. 


A  COMPUTERIZED  OVERSEER 
FOR  THE  TRUCK  DRIVIN'  MAN 


Driver  fatigue,  alcohol,  and  drugs  account  for  two-thirds  of 
all  trucking  accidents.  With  funding  from  the  Federal 
Highway  Administration,  San  Diego-based  Evaluation  Sys- 
tems Inc.  has  developed  a  computerized  driver-monitor  system, 
ReadyShift,  to  bring  those  numbers  down. 

At  a  set  time,  the  driver  pulls  off  the  road  and  takes  a  sim- 
ulated driving  test  on  a  monitor  that  pulls  down  from  the 
truck  visor.  The  monitor  gives  orders  such  as  turn  left  or  turn 
on  lights,  and  it  measures  the  response  time.  Reactions  are 
transmitted  via  satellite  to  a  central  computer,  which  compares 
them  to  the  driver's  baseline  test.  If  the  driver  fails,  the 
computer  orders  a  rest.  To  enforce  this,  the  computer  can  pre- 
vent the  vehicle  from  starting.  Or  the  truck's  location  can  be 
plotted  via  satellite.  If  it  moves,  headquarters  will  know.  Al- 
though some  trackers  question  whether  the  test  can  accurately 
simulate  driving,  a  freight  carrier  and  a  petroleum-transport 
company  in  Southern  California  are  trying  out  the  system. 


FROM  CRUSTACEANS, 

A  PLETHORA  OF  PAPER  PRODUCTS 


Sonja  I.  Salmon  spins  shellfish  waste  into  paper  products. 
Since  North  Carolina  alone  produces  about  27  million 
pounds  of  shellfish  waste  annually,  the  North  Carolina  State 
University  graduate  student  has  plenty  of  material  to  work 
with.  The  paper  is  made  from  chitosan,  a  biopolymer  similar  to 
the  cellulose  derived  from  tree  pulp  to  make  most  paper. 
Chitosan  has  antifungal  and  healing  properties  that  make  it  at- 
tractive for  wound  dressings  and  for  air  and  water  filters. 


Instead  of  using  the  harsh  solvents  normally  needed  for  pi 
permaking,  Salmon  uses  vinegar  to  process  the  waste.  Dil 
solved  chitosan  is  dribbled  onto  a  rotating  disk.  The  acidic  si 
lution  flies  off  into  a  neutralizing  bath  of  sodium  hydroxidl 
where  it  instantly  coagulates  into  short,  ribbonlike  fiber! 
These  fibers  are  mixed  with  water,  then  filtered  and  pressel 
into  paper.  Salmon's  process  can  be  performed  with  existing 
paper-mill  equipment.  These  fibers  are  stronger  when  we  I 
than  cellulose.  Salmon  says  the  shellfish  paper  could  purify  w;| 
ter,  be  a  matrix  for  enzymes  in  fermentation  reactions,  or  eve 
serve  as  an  antifungal  insole  for  shoes. 


THE  DEEP  FREEZE 

FOR  IRREGULAR  HEARTBEATS 


Cold  probe,  warm  heart.  That's  the  concept  behind  a  supeB 
cold  catheter  being  developed  by  John  Dobak,  a  San  Di| 
go  physician  who  has  started  a  one-man  company  called  Aegl 
Medical  Technologies.  The  frigid  tip  of  the  catheter  woufl: 
kill  pieces  of  heart  tissue  to  stop  irregular  heartbeats.  Such  am 
rhythmia  is  usually  controlled  with  medication  or  burainjL 
But  drugs  aren't  always  effective  and  may  have  side  effect! 
And  electrical  burning  can't  always  safely  treat  a  big  enouglJ 
area. 

Dobak  isn't  the  first  person  to  think  of  freezing  arrhythmi  k 
One  technique  is  to  pipe  liquid  nitrogen  to  the  spot— a  cumbe  - 
some  method  that  requires  insulating  the  tube  so  other  tissi; 
doesn't  freeze.  Another  approach  is  to  pass  pressurized  nitroi 
oxide  gas  through  a  tube,  then  open  a  valve  inside  the  tube  s 
the  gas  rapidly  depressurizes  and  cools.  Trouble  is,  that  worl 
down  to  only  about  -70C.  Dobak  is  working  with  cryogenic 
experts  at  the  National  Institute  of  Standards  &  Technology 
Boulder,  Colo.,  on  a  variant  of  the  nitrous  oxide  system  ths 
uses  a  different  gas  and  a  different  kind  of  valve.  NIST  proje< 
leader  Ray  Radebaugh  says  the  system— details  of  which  h 
won't  yet  disclose— can  achieve  a  temperature  of  -50C  t 
-160C.  The  next  hurdle— a  big  one— is  to  shrink  the  cathete 
down  to  3mm  or  less  in  diameter. 


WHEN  A  BRIDGE  CRACKS, 
IT'S  NOW  TRULY  SHOCKING 


To  diagnose  the  effect 
of  stress  on  metal  ob- 
jects, University  of 
Pennsylvania  scientist 
Campbell  Laird  has  de- 
signed an  advance-warn- 
ing system  composed  of 
a  simple  battery. 

When  metal  begins  to 
fatigue  or  corrode,  mi- 
croscopic fissures  appear. 
Those  fissures  force  out 
metal  atoms,  producing 
a  current  that's  just  a 
few  millionths  of  an  amp. 

Laird  measures  this  tiny  charge  by  using  a  fluid  that  conduc 
electricity.  A  metal  bridge,  for  instance,  acts  as  the  anode  an 
a  platinum  lead  inside  the  electrolyte  solution  is  the  catl 
ode.  A  computer  chip  would  keep  track  of  current  change; 
Laird  says  he  can  detect  cracks  just  a  tenth  the  diameter  of 
human  hair.  Los  Angeles-based  Tensiodyne  Scientific  Corp.  ti£ 
licensed  the  patented  procedure  and  hopes  to  have  a  workin 
prototype  in  six  months 
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IARSH  MEDICINE  FOR 
HUNG  PENSION  PLANS 


astor  oil  now,  say  the  Clintonites,  may  prevent  a  bailout  later 


Seneral  Motors,  Warner-Lambert, 
Northwest  Airlines,  and  Wool- 
worth  are  in  very  different  lines 
business,  yet  they  share  one  unset- 
ng  problem:  They  are  among  the  top 
companies  singled  out  by  the  federal 
ivernment  for  grossly  underfunding 
eir  employee  pension  plans.  The  Clin- 
n  Administration  has  a  solution  that 
|  them,  and  much  of  the  rest  of  Cor- 
irate  America,  up  in  arms. 
Labor  Secretary  Robert  B.  Reich  and 
•easury  Secretary  Lloyd  M.  Bentsen 
e  pushing  a  pension  reform  bill  that 
kes  insurance  premiums  paid  by  some 
,000  underfunded  corporate  plans  to 
e  Pension  Benefit  Guaranty  Corp. 
BGC),  the  agency  that  makes  sure  pen- 
>ners  receive  benefits  if  their  employ- 
goes  bankrupt.  The  measure  also 
sulci  force  thousands  of  companies  with 
salthy  plans  to  boost  pension  contri- 
tions. And  it  would  give  the  PBGC  a 
?ger  say  in  mergers  and  asset  sales  af- 
cting  pension  plans.  "We're  not  going 
stand  by  while  people  continue  to 
•eak  promises,"  vows  PBGC  Executive 
irector  Martin  Slate. 
Slate  has  cause  for  concern.  Unfunded 


pension  liabilities  doubled,  to  $53.4  bil- 
lion, from  1987  to  1992  (chart).  If  some- 
thing isn't  done  now  to  shore  up  pension 
financing  and  the  agency's  insurance 
fund,  the  agency  fears,  taxpayers  could 
face  a  multibillion-dollar  financial  bail- 
out not  unlike  the  savings  and  loan  de- 
bacle. Gary  Burtless,  a  senior  fellow  at 
the  Brookings  Institution,  says  falling 
stock  and  bond  prices  could  mean  a 
huge  liability  for  the  government: 
"Those  values  can  head  south  very 
quickly."  As  Reich  warned  Congress:  "If 
we  wait,  the  medicine  that  will  be  neces- 
sary will  only  be  harder  to  swallow."  To 
business,  however,  the  Reichian  remedy 
tastes  like  castor  oil.  Gripes  Lisa 
Sprague,  of  the  U.  S.  Chamber  of  Com- 
merce. "Here's  one  more  government 
agency  peering  over  our  shoulder." 
clever  move?  But  to  the  PBGC',  someone 
must  pressure  companies  to  keep  their 
commitments.  It  notes,  for  example,  that 
last  May  it  had  to  force  GM  to  pony  up 
$4  billion  in  cash  for  the  carmaker's 
most  underfunded  plan.  That  kind  of 
settlement  is  rare,  though— which  is  why 
the  Clintonites  want  to  impose  indus- 
trywide mandates. 


In  fact,  they're  trying  to  tack  the 
PBGC  proposal  onto  separate  legislation 
that  enjoys  broad  business  support— con- 
gressional approval  of  the  General 
Agreement  on  Tariffs  &  Trade.  Since 
congressional  rules  for  GATT  prohibit  leg- 
islators from  amending  or  even  debating 
changes  in  the  trade  bill,  it's  slated  for 
an  up-or-down  vote  before  the  end  of 
the  year.  The  Administration  also  sees 
another  advantage  in  linking  the  two 
measures— the  $800  million  in  revenues 
expected  from  the  higher  insurance  pre- 
miums would  be  used  to  help  offset  a 
drop  in  budget  receipts  due  to  lower 
tariffs  under  the  trade  agreement.  Find- 
ing sources  of  revenue  to  make  up  for 
the  tariff  losses  has  been  a  major  obsta- 
cle to  GATT  approval. 

But  the  Administration  may  have 
been  a  little  too  clever  by  half.  For  one 
thing,  the  legislative  gambit  has  ruffled 
feathers  on  Capitol  Hill.  Members  of  the 
Senate  Labor  &  Human  Resources  Com- 
mittee are  grumbling  that  they  would  be 
deprived  of  their  traditional  jurisdiction 
over  the  pension  measure,  since  trade 
bills  are  handled  by  the  Senate  Finance 
Committee.  "It's  decent  politics,"  com- 
plains one  Senate  aide.  "But  it  violates 
the  legislative  process." 

Moreover,  GATT  passage  this  year  sud- 
denly is  looking  iffy.  Senate  Republicans 
are  threatening  to  delay  a  vote  until 
next  year:  Some  want  to  embarrass 
Clinton,  and  others  fear  the  proposed 
World  Trade  Organization,  which  would 
oversee  the  international  accord,  might 
undermine  U.  S.  sovereignty. 

Despite  questioning  its  tactics,  con- 
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Introducing'  Twentieth  Century's 
newest  international  growth  fund. 

Now  there  are  two  reasons  to  do  your  international  investing 
with  Twentieth  Century.  That's  because  we  now  offer  two  different 
international  funds: 


_ 


J 


This  fund  was  introduced  April  1, 1994. 
Its  primary  focus  is  on  rapidly  growing, 
"emerging"  companies.  The  fund  is  not 
restricted  geographically  or  confined  to  markets  in  developing  countries. 
It  invests  in  smaller  companies  in  developed  nations,  and  can  invest  up  to 
half  of  its  portfolio  in  companies  in  countries  with  emerging  markets. 


This  fund  invests  primarily  in  larger, 
more  seasoned  companies  of  developed 
countries.  And  so  far,  it's  proving  itself. 


The  fund's  total  cumulative  return  for  the  period  beginning  May  31, 1991, 
and  ending  June  30, 1994,  is  57.7%.*  By  comparison,  the  EAFE"  Index, 
an  index  of  unmanaged  international  stocks,  had  a  29.5%  total  cumula- 
tive return  for  the  same  time  period. 

To  find  out  more,  call  or  write  for  a  free  World  Investors  Kit,  which 
contains  a  prospectus  with  more  complete  information,  including  charges, 
expenses  and  minimums.  Investments  in  foreign  securities  involve  a 
greater  risk,  and  in  the  case  of  International  Emerging  Growth  significantly 
greater  risk,  than  investments  in  domestic  securities. 
Please  read  the  prospectus  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twenrleth  Century  Ser\ 
BSW 


Investments  That  Work  ' 


'  23.0%  and  16.3%  are  International  Equity's  1  -year  and  since  inception  (5/9/91 )  average  annual  total  returns 
as  of  June  30,  1994.  "Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions 
Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  ■ 
The  Morgan  Stanley  Europe,  Australia,  Far  East  (EAFE'*)  Index  is  a  widely  followed  group  of  stocks  from  20  different 
countries,  and  it  is  not  an  investment  product  available  for  purchase.  Source:  Lipper  Analytical  Services 


TWO  INTERNATIONAL  FUNDS  FROM  TWENTIETH  CENTURY. 
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gressional  Democrats  and  Republicas 
applaud  the  Administration  for  addre:- 
ing  a  longstanding  concern,  one  that  t| 
Bush  Administration  failed  to  tackle.  .| 
the  core  of  the  problem  are  cushy  ci 
fined-benefit  plans  that  unions  negoti;- 
ed  with  such  old-line  industries  as  auH 
steel,  and  airlines.  These  plans  guarant  y 
a  specified  monthly  payment  after  » 
tirement.  In  contrast,  benefits  frcl 
401(k)  plans  and  other  defined-contrib, 
tion  programs,  which  the  PBGC  does  rf 
insure,  depend  on  how  the  pension  plaijs 
investments  fare. 

last  straw.  The  reforms  rile  Corpor; 
America  because  they  will  mand: 
stricter  rules  and  potentially  higher  pi 
sion  contributions  for  all  companies  e1 
though  only  a  tiny  fraction  of  business 
are  causing  most  of  the  problems, 
the  66,000  PBGC-insured  pension 


THE  GOOD  NEWS  IS 
MORE  WORKERS 
HAVE  A  NEST  EGO 


E 


ven  while  some  big  companies  s 
with  pensions,  there's  good  new 
I  the  overall  status  of  the  count] 
tirement  plans.  The  share  of  the  wo 
with  any  pension  plan— which  fell 
most  of  the  1980s— is  climbing  agi 
cording  to  a  new  Census  Bureau  sui 
The  upturn  is  modest  and  stems  pi 
from  the  spread  of  401(k)  savings 
which  typically  re- 
quire an  employee 
contribution.  Yet,  at 
least  more  workers 
now  will  have  some- 
thing besides  Social 
Security  when  they 
call  it  quits.  "Although 
young  and  low-wage 
workers  are  still  los- 
ing ground,  the  over- 
all decline  seems  to 
be  stopping,"  says 
Paul  Yakoboski,  an 
economist  at  the  Em- 
ployee Benefit  Research  Institute  ( 
Washington,  D.C. 

New  data  show  that  44%  of  work 
now  covered  by  a  pension— either  a  4( 
a  traditional  one— vs.  43%  in  1988  and 
1979.  Private-sector  workers  fare 
with  41%  covered  vs.  39%  in  1988. 
too,  remain  below  their  1979  peak  ol 
The  decline  bottomed  out  because 
are  being  set  up  faster  than  trac 
plans  are  vanishing.  Since  1988,  the  s 
private-sector  employees  at  companie 
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fered  by  8,000  companies,  a  quarter 
•e  considered  underfunded.  "We've  al- 
;ady  layered  in  this  enormous  complex- 
y"  for  all  companies  with  defined-bene- 
t  plans,  grouses  Larry  Zimpleman, 
ce-president  at  Des  Moines-based  Prin- 
pal  Financial  Group,  which  says  it  does 
)t  have  a  funding  problem.  "This  is  an 
Ided  straw  on  top  of  the  camel's  back." 
The  companies  cited  by  PBGC  for  prob- 
ms  are  also  upset.  They  contend  that 
e  agency's  method  of  calculating  their 
msion  liabilities  vastly  exaggerates  the 
■oblem  because  the  $53  billion  figure 
isumes  two  unlikely  events:  that  all 
iderfunded  plans  are  paid  off  at  once 
id  that  the  PBGC  buys  every  benefi- 
iry  an  annuity. 

And  companies  complain  that  the 
IGC  uses  an  unrealistically  low  annual 
te  of  return  on  pension  fund  invest- 
ents.  Northwest  Airlines  Inc.,  for  ex- 
tiple,  believes  it  has  set  aside  more 


401(k)  has  jumped  10  percentage 
to  37%,  according  to  the  EBRI.  Many 
lies,  especially  small  ones,  favor  them 
e  they  need  foot  only  part,  or  even 
)f  the  bill. 

ask  Roger  A.  Chapman,  co-owner 
e  Precision  Inc.,  a  Fremont  (Calif.) 
netal  company.  Chapman  could  not 
a  traditional  pension  plan  when  he 
i  Rave  in  1979.  But  in  1991,  he  set  up 
I  that  allows  his  48  workers  to  save 
L3%  of  their  pay  after  a  year  on  the 
ive  matches  50%  of  that,  up  to  3%  of 
;er's  salary.  All  but  one  eligible  em- 
is  enrolled.  "A  401(k)  is  really  the 
ime  in  town  for  us,"  says  Chapman. 
3  employees  are  joining  up,  too.  At 
private  companies 
with  401(k)s,  the 
number  of  participat- 
ing workers  climbed 
from  57%  to  64%  be- 
tween 1988  and  1993, 
according  to  the  EBRI. 
And  the  average  con- 
tribution rose  from 
6.4%  of  pay  to  7%. 

John  Parsons,  a 
12-year  veteran  at 
Rave,  is  an  example. 
The  38-year-old  weld- 
er, never  a  saver, 
1  at  the  chance  to  sock  away  10%  of 
S.25-an-hour  wage  when  the  401(k) 
eated.  "After  a  while,  I  didn't  even 
coming  out  of  my  check,"  he  says, 
ics  point  out  that  employees  bear 
f  the  cost  of  401(k)s.  And  two-thirds 
>e  who  change  jobs  spend  at  least 
1  their  401(k)  distribution,  according 
EBRI.  Still,  any  pension  is  better  than 
retirement  with  nothing  but  Social 
I  to  count  on. 

By  Aaron  Bernstein  in  New  York 
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It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
Netherland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library,  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 
discerning  clientele. 
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If  you're  65  or  under,  in 
good  health  and  a  non- 
smoker  you  may  qualify  for 
our  10  year  Super  Select 
Term  Life  Insurance.  We 
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Super  Select  Monthly  Premiums: 
Years  1-10  Male  Preferred  Non-Smoker 

Age  $100,000  $250,000  $500,000 

35  $  13.12  $  22.96  $  39.37 

45  $  20  38  $  41.12  $  75.68 

55  $  39.28  $  88.37  $170.18 


offer  a  guaranteed  level  premium  for  ten  years,  a  free  no 
hassle,  no-obligation  quote  and  the  security  of  a  company 
rated  "excellent"  for  financial  strength.  Call  us  today  and 
see  how  you  may  save  up  ZURICH  DIRECT 

to  70%  on  your  life  insurance.  800-370-0549 

Zurich  Direct  Insurance  Agency.  Super  Select  Term  policies  are  issued  by  Zurich  Life  Insurance  Company  of  America, 
Schaumburg,  Illinois.  Ratings:  A.M.  Best  A,  Standard  &  Poor's  AA-,  Moody's  Aa3.  Available  in  most  states.  Policy 
Form  #  L3  10458-A.  70%  savings  based  on  comparison  to  leading  life  insurance  companies.  L6-10707  A     02  56 
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Benham  Prime  Money  Market  Fund 

If  you're  looking  for  a  safe  way  to  earn  high  current  yields, 
consider  America's  highest-yielding  money  market  fund. 
Benham  Prime  Money  Market  Fund 
ranked  #1  of  460  general  taxable 
money  funds  based  on  its  seven-day 
current  yield  through  8/9/94  * 


Seven-Day  Current  Yield 


4.64% 

(through  8/9/94) 


Call  1-800-331-8331 

for  your  free  guide  and  current  yields 

□  The  Benham  Group® 

True  no -I o a d  m u tual  f u  n d s 

You  will  receive  a  prospectus  describing  management  fees  and  expenses  to  read  carefully  before  you  invest.  Yields 
will  vary  and  do  not  guarantee  future  results.  We  are  temporarily  waiving  expenses;  otherwise,  the  Fund's  current 
yield  would  have  been  4.14%,  and  its  ranking  might  have  been  lower.  An  investment  in  the  Fund  is  neither  insured 
nor  guaranteed  In/  the  U.S.  government,  ana  there  can  be  no  assurance  that  the  $1.00  share  price  will  be  maintained. 
*Source:  Monty  Fwui  Report'',  published  by  IBC/Donoghue,  Inc.  Benlmm  Distributors,  Inc.  M4BWS 
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than  enough  money  for  its  pension  ph.. 
But  the  agency  says  the  company's  ph 
is  underfunded  by  $311  million,  basi 
on  an  assumption  that  the  fund's  inve  ^ 
ments  will  grow  just  6.4%  a  year.  "Is 
just  not  true,"  asserts  Northwest  ViJ 
President  Elliott  M.  Seiden.  He  sas 
that  the  company  assumes  a  12%  to  14 
rate  of  return,  based  on  a  10-year  tra? 
record. 

Still,  despite  such  objections,  one  tre  - 
bling trend  can't  be  easily  dismissed 
From  1987  to  1993,  the  number  of  pla-s 
that  the  PBGC  has  taken  over  rose  34 , 
to  1,858.  The  number  of  workers  or  » 
tirees  owed  money  by  the  ageny 
jumped  62%,  to  349,000.  And  benelt 
payments  the  PBGC  shelled  out  annual 
soared  127%,  to  $723  million. 

Although  the  PBGC's  income  from  pi- 
miums  and  investments  is  more  th,i 
adequate  to  make  these  payments,  I 
balance  sheet,  which  includes  actuar  l 
assumptions  about  future  liabilitk, 


Numbers  game:  Ford 
assumes  that  17.2  workers  pi 
thousand  will  die  by  age  65; 
GM's  figure  is  32.1 


shows  a  $2.9  billion  deficit,  up  87%  sins 
1987. 

The  Administration  claims  that  bu- 
nesses  with  strong  pension  plans  shoil 
welcome  the  reforms  because  thy 
would  force  the  problem  companies  9 
pay  higher  premiums  and  plan  cont- 
butions.  Currently,  premiums  paid  | 
those  with  sound  plans  effectively  sub| 
dize  those  who  underfund  their  plan 
The  legislation  also  would  standards 
actuarial  assumptions  that  companis 
use  to  calculate  their  pension  contrib- 
tions.  For  example,  although  Ford  Mot| 
Co.  assumes  that  only  17.2  male  worke? 
per  thousand  will  die  by  age  65,  Geni- 
al Motors  Corp.  assumes  that  32.1  <| 
by  the  same  age— allowing  GM  to  cut  s 
contributions. 

The  PBGC  has  tried  to  mollify  bul 
ness  by  limiting  many  of  its  tough  n(f 
requirements  to  the  worst  offenders 
For  instance,  the  agency  wants  advans 
notification  about  acquisitions  and  divel 
titures  to  apply  only  to  companies  th$ 
are  less  than  90%  funded.  But  there  al 
limits  on  how  much  the  PBGC  will  back- 
pedal. It  wants  to  make  sure  that  tap 
payers  don't  have  to  underwrite  anothr 
huge  bailout.  A  little  unpleasant  cast! 
oil  now  might  do  the  trick. 

By  Christina  Del  Voile  in  Washingti 
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THE  GLOBAL 
INVESTOR 

AS  FOREIGN  ECONOMIES  REVIVE,  AMERICANS  ARE  BUYING  IIP  OVERSEAS  STOCK 


When  Ernesto  Zedillo  Ponce  de 
Leon  of  the  ruling  Institution- 
al Revolutionary  Party  put 
eight  months  of  political  turmoil  to  rest 
and  captured  the  Mexican  presidency  in 
national  elections  on  Aug.  21,  victory  cel- 
ebrations took  place  not  only  in  Mexico 
City  but  2,200  miles  away  on  Wall  Street. 
All  across  America,  recalls  Leo  E.  Guz- 
man, president  of  Guzman  &  Co.,  a  Mia- 
mi securities  dealer  specializing  in  Latin 
stocks,  "brokers  were  getting  a  load  of 
orders"  for  Mexican  equities. 

The  brokers  were  ready  for  the  buying 
surge.  As  their  switchboards  started 
lighting  up,  securities  dealers  calmly  filled 
orders  for  millions  of  shares  of  Telefonos 
de  Mexico,  Cifra,  lea,  Televisa,  and  other- 
blue-chip  Mexican  issues  that  were  large- 


ly unknown  north  of  the  border  only  a 
few  years  ago.  That  the  dealers  were 
able  to  handle  the  crush  without  breaking 
a  sweat  was  a  tribute  to  the  sudden  blos- 
soming of  the  American  Depositary  Re- 
ceipt (ADR).  The  adr  is  one  of  the  most 
far-reaching  phenomena  to  have  swept 
the  equity  market  in  decades. 
heavy  hitters.  With  a  world  economic- 
recovery  gathering  speed,  American  in- 
vestors—from individuals  to  multibillion- 
dollar  pension  and  mutual  funds— have 
fallen  in  love  with  global  stocks.  And  to 
meet  the  growing  demand,  scores  of 
small  and  large  companies  from  Australia 
to  Zimbabwe  are  scrambling  to  bring 
their  shares  to  the  U.  S.,  the  biggest  eq- 
uity market  on  earth.  In  fact,  more  than 
110  overseas  companies  rolled  out  their 


shares  in  the  U.S.  in  the  first  halfif, 
1994  alone.  Given  the  turmoil  in  the  Us. 
stock  market  during  the  period,  that  vts 
an  "absolutely  spectacular"  developma, 
says  James  E.  Rutherford,  a  vice-prd- 
dent  at  the  brokerage  house  of  Jan»s 
Capel  Inc. 

Be  they  conservative  European  un- 
ities or  red-hot  Latin  American  real  « 
tate  developers,  companies  from; 
abroad  are  get- 
ting their 
shares  into  the 
U.  S.  market 
largely  via 
what  used 
to  be 


ADRs:  A  STUNNING 
PERFORMANCE 


MERRILL  LYNCH 
COMPOSITE 
ADR  INDEX 


DEC.  '92 


'INDEX  OF  PRICES  OF  215  AMERICAN  DEPOSITARY  RECEIPTS  TRADED  ON  THE  NEW  YORK,  AMERICAN  NASDAQ,  AND  OVER-THE-COUNTER  MARKETS 
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tiost  arcane  investment  vehicles.  For  all 
ntents,  ADRs  are  overseas  shares  traded 
i  dollars  in  the  U.  S.  With 
he  industrial  world  awak- 
ning  from  recession  and 
merging  markets  flourish- 
ig,  ADRs  are  becoming 
lie  star  performers  on 
Ml  Street. 

Indeed,    as  adrs 
uiltiply  at  a  fero- 
ious  pace  (charts, 
age    99),  Wall 
treet,  for  the  first 
ime,  is  turning 
lto    a  truly 
iternational 
ourse.  It  is  , 


becoming  one  where  such  global  heavy- 
weights as  British  Telecommunications, 
Hitachi,  and  Shanghai  Petrochemical  now 
trade— and  frequently  report  their  finan- 
cial results— on  an  equal  footing  with 
AT&T,  General  Electric,  and  DuPont. 
That's  good  news  for  investors,  who  are 
finding  ADRs  to  be  liquid,  cheaper,  and 
easier  to  trade  than  the  stocks 
they  represent  overseas. 

With  more  than  1,200  ADRs 
trading— up  50%  from  only  five 
years  ago— you  now  have  the 
luxury  of  spreading  your  mon- 
ey around  several  blue  chips 
in  economies  and  markets 
whose  ups  and  downs  are 
likely  to  be  out  of  sync 


with  each  other  and  the  U.  S.  You  may 
face  foreign-exchange  risks  in  doing  so,  as 
the  stocks  ADRS  represent  still  trade  in 
local  currencies  in  their  home  markets. 
But  many  financial  researchers  believe 
that  doing  so  can  help  you  increase  the 
safety  of  your  stock  portfolio  and,  over 
time,  increase  its  returns.  For  example, 
Markus  E.  Barth,  a  Merrill  Lynch  &  Co. 
senior  analyst  who  recently  pulled 
together  a  price  index  of  215  ADR 
issues  from  26  countries,  figures 
they  have  outperformed  the  Stan- 
dard &  Poor's  500-stock  index 
by  25%  since  1992.  In  August, 
ADRs  were  up  5.3%  vs.  3.8% 
for  the  s&P.  |  : 

The  spread  of  ADRs 
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gives  investors  plenty  of  opportunity  to 
try  diversifying  this  way  (table,  page 
100).  According  to  Morningstar  Inc.,  the 
Chicago  financial  research  house,  stock 
prices  in  Japan,  whose  Nikkei  average 
has  rebounded  15%  in  1994,  have  shown  a 
very  low  correlation  with  the  s&P  for 
five  years  running.  So  have  Malaysia, 
Portugal,  Spain,  and  Switzerland,  all 
home  to  a  number  of  solid  ADR  issues. 
Morgan  Stanley  &  Co.  analyst  Sylvain 
Massot  thinks  Swiss  foodmaker  Nestle 
will  shrug  off  the  recent  surge  in  world 
coffee  prices  and  still  manage  to  increase 
earnings  more  than  8%  this  year.  Yet 
Nestle  sells  at  14  times  earnings— against 
nearly  17  for  Procter  &  Gamble  Co. 
long  run.  Nestle  is  only  one  of  the  val- 
ues awaiting  ADR  investors.  The  once- 
torrid  U.  S.  recovery  is  slowing  to  a  mod- 
erate pace— probably  signaling  that 
domestic  corporate  earnings  growth  is 
also  due  to  cool.  But  many  economies 
overseas  are  beginning  to  stage  a  strong 
recovery  that  almost  surely  will  pump 
up  earnings— and  could  lift  stock  prices— 
on  bourses  abroad. 

Take  Germany.  It's  likely  to  achieve 
2%  growth  in  its  gross  domestic  product 
this  year  and  2.6%  in  1995,  higher  than 
most  analysts  thought  likely  only  a  few 
months  ago.  With  manufacturing  orders 
building  up,  analysts  now  think  German 
earnings  could  rocket  60%  in  1994  and 
an  additional  40%  in  1995.  Mexico?  With 
elections  behind  it,  interest  rates  are  ex- 
pected to  fall,  giving  a  welcome  boost  to 
bank  issues.  And  China  could  pump  out 
10%  annual  growth  this  year.  That  is  let- 
ting the  government  go  ahead  with  its 


plans  to  list  several  new  adrs  in 
the  U.  S.  and  is  overcoming  con- 
cerns that  Beijing's  efforts  to  rein 
in  inflation  would  produce  an  eco- 
nomic rout. 

Even  Japan  seems  to  be  making 
a  comeback  from  recession.  Al- 
though the  Tokyo  stock  market 
may  be  burdened  this  fall  by  the 
strong  yen  and  the  $28  billion  pri- 
vatization of  Japan  Tobacco,  a 
$  14,000- a-share  issue  that  will  be 
aimed  largely  at  domestic  inves- 
tors, there  still  are  signs  of  hope. 
Some  stockpickers  are  looking  for 
earnings  to  surge  40%  or  more 
next  year  as  the  recovery  spreads. 
One  possible  harbinger:  NEC 
Corp.— 1  of  144  Japanese  ADRs— on 
Aug.  30  announced  a  strong  pickup 
in  Japanese  personal-computer 
sales  that  should  help  its  pretax 
profits  increase  179%  in  the  fiscal 
year  ending  next  March. 

If  such  tales  of  recovery  were 
accompanied  by  suggestions  of  rap- 
idly rising  prices,  traders  would 
have  every  reason  for  concern.  But 
with  major  central  banks  keeping 
world  money  growth  to  a  modest 
rate,  few  economists  see  any  sign 
of  a  major  upsurge  in  overseas  in- 
flation anytime  soon.  And  many  offshore 
markets  are  simply  cheaper  than  the 
U.  S.  now.  "We're  bullish  on  almost  every 
market,"  says  Peter  Chambers,  chief  in- 
vestment strategist  at  James  Capel's  Lon- 
don headquarters.  "We're  looking  at  a 
long,  drawn-out,  sustainable  bull  run." 

Some  money  mavens  are  keen  on  the 


Netherlands,  home  to  such  widely  rec  , 
ommended  ADRs  as  Unilever,  Roya,, 
Dutch  Petroleum,  and  Philips.  Overall 
Chambers  expects  Dutch  profits  to  ris< 
22%  this  year.  But  in  Amsterdam,  h<,( 
notes,  stocks  are  only  fetching  14  time: 
1994's  anticipated  earnings  vs.  17  for  th*., 
S&P  500.  Hong  Kong  and  Mexico,  with 
p-e  ratios  of  13,  are  even  cheaper. 
hassle-free.  These  are  hardly  the  on 
bourses  where  ADR  values  abound.  Con 
sider  Italy.  Beset  by  a  weakening  lir: 
and  political  turmoil,  it  is  nonetheles: 
home  to  several  high-quality  companies 
One  big  favorite  is  stet,  the  state-con 
trolled  phone  company.  Earmarked  fo:  j 
privatization  in  coming  months,  it's  sellin| 
for  just  2.1  times  its  cash  flow,  a  quartei 
of  the  multiple  for  AT&T.  How  about  Is 
rael?  With  Middle  East  peace  spreading 
Francis  X.  Gallagher,  director  of  researcl 
at  Oscar  Gruss  &  Son  Inc.,  is  enthusiast^ 
about  Teva  Pharmaceutical,  a  drug  mak 
er  with  a  promising  multiple  sclerosis 
remedy  undergoing  tests. 
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Analysts  favor  Israel's  Teva 
Pharmaceutical,  which  is 
testing  a  promising  remedy  for 
multiple  sclerosis 
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Only  a  few  years  ago,  tales  from 
"oad  such  as  these  probably  would 
/e  elicited  blank  stares  from  most  U.  S. 
estors.  With  investor  interest  in  inter- 
zonal equities  barely  apparent,  U.  S. 
)kers  had  little  incentive  to  offer  more 
in  a  meager  selection  of  issues  from 
ath  African  gold  mines,  stodgy  Europe- 
multinationals,  and  a  smattering  of 
ler  quirky  issues.  And  most  individuals 
ild  all  but  forget  about  trying  to  invest 
ectly  overseas. 

Doing  so  usually  meant  the  hassle  of 
sning  a  foreign  bank  account  and  then 
ying  big  brokerage  commissions,  high 
eign-exchange  charges,  and  hefty  local 
[es.  Things  are  little  better  today.  De- 
te  the  spread  of  international  invest- 
ing some  countries,  includ- 
;  Brazil,  Chile,  and  Korea, 
11  limit  direct  investment 

foreigners.  Even  if  they 
In't,  most  U.  S.  brokers 
irge  stiff  fees  and  maintain 
3,000  minimums  on  orders 
•  stocks  U.  S.  customers 
.nt  to  buy  or  sell  abroad. 
The  beauty  of  the  ADR  is 
it  it  lets  you  get  around  all 
s  hassle.  As  a  result,  many 
erseas  companies  aren't 
liting  for  the  archaic  rules 

international  investing  to 
inge.  With  long-established 
ropean  and  Asian  multina- 


RESOURCES 


When  Britain's  Enterprise  Oil 
tried  to  take  over  another 
producer,  Lasmo,  it  offered 
blocks  of  adrs  to  Americans 


tionals  and  newly  privatized  developing- 
world  companies  all  thirsting  to  tap  U.  S. 
investors  for  capital,  they  are  now  pre- 
senting themselves  at  Wall  Street's  door- 
step. "We  are  aiming  for  an  increased 
global  presence  in  order  to  cut  our  capital 
costs,"  says  Gerhard  Liener,  chief  finan- 
cial officer  of  German  auto  and  aerospace 


THE  WORLD  IS  FLOCKING  TO  THE  U.S.  MARKET 
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giant  Daimler-Benz,  which  has  seen  U.  S. 
shareholders  snap  up  10%  of  its  equity 
since  1993,  when  it  became  the  first  Ger- 
man company  to  list  its  adrs  on  the  New 
York  Stock  Exchange. 

Hundreds  more  ADRs  have  followed 
Daimler.  Indeed,  so  popular  have  ADRs 
become,  they  rank  among  the  most  wide- 
ly traded  issues  in  the  U.  S.  Some  $266 
billion  worth  of  ADRs  are  expected  to 
change  hands  on  the  New  York,  Ameri- 
can, and  NASDAQ  exchanges  alone  this 
year,  the  Bank  of  New  York  estimates. 

Activity  in  such  popular  unlisted  adrs 
as  Nestle,  Deutsche  Bank,  and  Mexican 
retailer  Cifra,  which  trade  among  bro- 
kers via  "pink  sheet"  price  lists  and  elec- 
tronic bulletin  boards,  may  account  for  an 
additional  $25  billion  to  $50  billion  worth 
of  trading.  Much  to  the  chagrin  of  officials 
of  bourses  overseas,  some  ADR  compa- 
nies' issues  trade  more  actively  in  the 
U.  S.  than  at  home. 

"LIQUID,  liquid,  liquid."  One  such  issue 
is  Telmex,  the  Mexican  national  phone 
company  (page  102),  whose  ADRs  went 
on  the  Big  Board  in  1991.  Still  the  choice 
of  many  long-term  Mexico  enthusiasts 
for  its  high  growth  prospects  and  9  p-e, 
"it's  one  of  the  great  value  plays,"  says 
William  F.  Truscott,  Latin  American  port- 
folio manager  at  Scudder,  Stevens  & 
Clark  Inc.  Amid  such  endorsements,  trad- 
ing in  Telmex  has  been  humming  along 
at  some  4  million  shares  a  day  so  far 
this  year,  putting  it  well  on  its  way  to  be- 
coming the  exchange's  most  actively  trad- 
ed stock  for  the  second  year  in  a  row. 
"American  depositary  receipts  are  liquid, 
liquid,  liquid,"  says  Eric  J.  Fry,  a  Mill 
Valley  (Calif.)  money  manager  and  au- 
thor of  International  Investing  with  ADRs. 

All  this  commotion  is  over  an  instru- 
ment that  gathered  dust  for  most  of  its 
first  seven  decades  of  existence.  Accord- 
ing to  market  lore,  the  ADR  was  invented 
in  1927  by  banker  J.  Pierpont  Morgan, 
who  was  looking  for  a  way  to  make  it 
easier  for  Americans  to  own  shares  in 
Selfridge's  Ltd.,  a  big  London  retailer. 

At  the  time,  overseas  own- 
ers of  British  and  many  other 
equities  were  obliged  to  pre- 
sent their  share  certificates 
to  issuers  before  they  could 
receive  dividend  checks.  To 
do  so  meant  taking  a  long 
ocean  voyage  to  turn  in  cer- 
tificates in  person  or  shelling 
out  a  bundle  to  ship  stocks 
to  London  and  back  several 
times  a  year. 

Morgan,  however,  figured 
out  a  way  to  keep  Selfridge's 
shares  in  custody  offshore 
while  allowing  foreign  own- 
ers to  collect  dividends  with- 
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MODEL  PORTFOLIOS  FOR  THE  ADR  INVESTOR 

With  more  than  1 ,200  ADRs  and  other  overseas  stocks  trading  in  the  U.S.,  it's  tough 
to  choose  among  issues.  So  BUSINESS  WEEK  asked  Morningstar  Inc.,  the  Chicago- 
based  financial  research  house  and  publisher  of  the  biweekly  Morningstar  ADRs,  to 
assemble  several  portfolios. 

Price*      3-year  annual     Price-earning  Yield 
profit  growth  ratio 


1                            STOCKS    FOR  GROWTH 

SMALL-CAPITALIZATION 

COTT  (CANADA)  Private-label  bottler 

SI  0.38 

132% 

35 

0.8% 

BIG  ROCK  (CANADA)  Brewer 

14.13 

37 

61 

0.0 

DSG  INTL.  (HONG  KONG)  Diaper  maker 

28.25 

33 

18 

0.7 

GAMBRO  (SWITZ.)  Drugmaker 

10.75 

30 

16 

1.6 

ANGLOVAAL  (S.  AFRICA)  Conglomerate 

2.73 

28 

39 

1.1 

LARGE-CAPITALIZATION 

BRIDGESTONE  (JAPAN)  Global  tiremaker 

156.41 

85 

47 

0.7 

PRUDENTIAL  (BRITAIN)  Mammoth  insurer 

24.77 

52 

16 

3.9 

GENTING  (MALAYSIA)  Hotel  operator 

14.33 

28 

36 

0.5 

CHINA  LIGHT  &  POWER  (H.K.)  Utility 

4.98 

22 

22 

2.6 

JUSCO  (JAPAN)  Supermarket  group 

241.75 

20 

31 

0.8 

VALUE 

STOCKS 

SMALL-CAPITALIZATION 

UNITED  DOMINION  (CANADA)  Machinery 

18.88 

186 

20 

1.1 

ALADDIN  KNOWLEDGE  (ISRAEL)  Software 

8.13 

105 

19 

0.0 

EK  CHOR  (CHINA)  Motorcycles 

21.63 

81 

16 

0.5 

TECNOMATIX  (ISRAEL)  Software 

6.25 

81 

18 

0.0 

FAIRHAVEN  INTL.  (BRITAIN)  Construction 

0.38 

62 

3 

5.3 

LARGE-CAPITALIZATION 

HAHG  SENG  BANK  (H.K.)  Big  local  lender 

6.66 

50 

15 

3.2 

B.A.T.  INDUSTRIES  (BRITAIN)  Tobacco,  insurance    1 3.00 

48 

11 

4.6 

NATIONAL  WESTMINSTER  (BRITAIN)  Bank 

44.88 

39 

14 

3.7 

TELEFONOS  DE  MEXICO  (MEXICO)  Phones 

65.75 

32 

12 

2.5 

POWERGEN  (BRITAIN)  Utility 

88.56 

24 

13 

2.2 

YIELD 

PLAYS 

GREAT  WALL  (H.K.)  Electronics 

5.75 

44 

5 

9.0 

S.  CHIHA  MORNING  POST  (H.K.)  Newspapers 

3.00 

22 

14 

6.3 

BANCO  SANTANDER  (SPAIN)  Leading  bank 

39.88 

15 

9 

5.7 

BRASCAN  (CANADA)  Mining,  finance,  energy 

14.13 

36 

18 

5.7 

BURNS,  PHILIP  (AUSTRALIA)  Food 

13.72 

4 

13 

5.3 

NATURAL  RESOURCES 

AMPOLEX  (AUSTRALIA)  Energy 

3.11 

106 

12 

1.3 

AMERICAN  BARRICK  (CANADA)  Gold 

22.00 

55 

29 

0.4 

WOODSIDE  PETROLEUM  (AUSTRALIA)  Oil 

3.44 

21 

43 

1.5 

DREIFONTEIN  (S.  AFRICA)  Gold 

15.25 

17 

13 

4.5 

ROYAL  DUTCH  PETROLEUM  (NETH  )  Oil 

109.63 

16 

17 

4.4 

EMERGING 

MARKETS 

CREATIVE  TECHNOLOGY  (SING.)  Electronics 

17.25 

103 

16 

0.0 

SELANGOR  (MALAYSIA)  Real  estate 

1.22 

91 

41 

0.8 

GRUPO  SIMEC  (MEXICO)  Steel 

28.88 

54 

21 

0.0 

PEREGRINE  (H.K.)  Securities 

3.58 

53 

8 

4.5 

TOLMEX  (MEXICO)  Cement 

147.52 

49 

18 

0.8 

'August  23, 1994 

DATA:  MORNINGSTAR  INC. 

out  hassle.  His  solution  was  simple  and 
elegant:  It  was  to  create  a  receipt— an 
ADR— for  shares  it  held  in  custody  abroad 
Using  this  loophole  let  Morgan  pass  div- 
idends and  annual  reports  on  to  over- 
seas shareholders,  freeing  them  from  the 
expense  of  obtaining  them  on  their  own 
internal  market.  Morgan's  solution  has 
persisted  to  this  day  and  comes  into  plaj* 
every  time  an  ADR  is  created.  When  a 
U.  S.  broker  gets  a  request  for  100  shares  |ei 
in,  say,  British  Petroleum  Co.,  he  passes 
on  the  order  to  his  firm's  trading  desk  or 
another  securities  dealer  in  London.  The 
London  trader  buys  the  BP  stock  anc 
ships  the  certificates  to  the  local  branch 
of  a  U.  S.  bank  for  safekeeping.  The 
branch  then  tells  its  New  York  headquar- 
ters to  issue  receipts  for  the  shares  andL 
deliver  them  to  the  U.  S.  broker,  whc  jt  aj 
sends  them  on  to  the  investor  much  as  L 
he  would  certificates  of  any  Americar . 
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stock.  When  it's  time  to  sell  the  shares 
the  broker  simply  inns  the  transaction  in|ip, 
reverse.  Whether  it's  in  London,  Bang 
kok,  or  Johannesburg,  the  process  is  al- 
ways the  same. 

While  this  entire  chain  of  transactions 
can  be  completed  in  the  five  days  it  nor- 
mally takes  U.  S.  stock  trades  to  clear,  in-L. 
vestors  usually  don't  need  to  face  even  r,  r 
this  delay  anymore.  That's  because  SC[^ 
many  ADRs  are  now  in  circulation  in  the 
U.  S.  that  most  of  the  time,  brokers  don't 
even  need  to  trade  overseas.  Instead; 
they  simply  match  up  buy  and  sell  orders^ 
on  a  major  U.  S.  exchange  or  fill  orders 
from  their  own  inventories  of  ADRs.  Says  ^ 
Merrill's  Barth:  "You  can  get  100  shares 
of  any  ADR  right  now. 

ADRs  carry  the  same  voting  powers 
as  the  overseas  shares  they  represent. 
They  also  may  let  you  participate  in 
rights  offerings,  which  are  very  common 
abroad,  if  the  company  chooses  to  regis 
ter  them  with  the  Securities  &  Exchange  | 
Commission.  Rights  offerings,  which  are  s 
similar  to  call  options  or  warrants,  give 
existing  shareholders  a  chance  to  pur 
chase  shares  of  a  company's  stock  at  a 
discount  from  their  current  price.  When  a 
company  does  not  register  a  rights  of- 
fering with  the  SEC,  the  ADR  bank  sellsL  . 
the  rights  overseas  and  sends  you  an1E8 
check,  in  dollars,  for  their  value 

The  use  of  ADRs  has  become  so  so- 
phisticated that  many  securities  houses 
now  sell  vast  blocks  of  them  in  the  U.  S 
to  finance  privatizations  and  even  pay 
for  takeovers.  That  is  giving  the  U.  S. 
securities  industry  an  important  edgerf  , 
over  its  offshore  competitors.  ADR  inves- 
tors provided  most  of  the  cash  for  the  $3  s 
billion  privatization  of  Argentina's  state 
oil  company,  ypf,  when  a  group  of  in- 
vestment banks  took  it  public  in  1993 
And  Britain's  Enterprise  Oil  PLC  offered 
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SPECIAL  REPO  : 


HIGH  TECH 


rhese  days,  international  blue 
chips  such  as  Japan's  Hitachi 
are  trading  right  alongside 
\t&t  and  General  Electric 

lerican  shareholders  adrs  in  its  un- 
icessful  bid  to  take  over  LASMO  PLC, 
)ther  North  Sea  independent  producer, 
•Her  this  summer. 

But  despite  their  wide  acceptance  and 
se  resemblance  to  domestic  stocks, 
Rs  are  overseas  equities  at  their  heart. 

such,  they  pose  a  special  set  of  risks 
it  sometimes  can  trap  even  the  most 
;hly  skilled  investor. 
No.  1  is  currency  risk.  Although  adrs 
de  in  dollars,  they  represent  shares 
it  are  actually  denominated  in  Japa- 
se  yen,  German  marks,  Brazilian  re- 
,  or  other  currencies.  So  a  sharp  move 
the  dollar  against  the  currency  of  an 
r's  home  country  can  produce  spec- 
ular returns— or  losses— in  no  time  at 

Take  NEC.  Hopes  for  an  economic  re- 
md  have  pushed  the  electronics  mak- 
3  stock  up  33%  on  the  Tokyo  Stock 
change  this  year.  But  NEC's  U.  S. 
ireholders  did  far  better.  The  yen's 
irp  rise  against  the  dollar  has  helped 

NEC  ADRs— which  are  quoted  in  green- 
:ks— by  an  eye-popping  50%. 
Df  course,  the  part  of  the  gain  gener- 
;d  by  the  currency  move  could  be 
ckly  unwound  if  the  dollar  recovers,  as 
ne  economists  think  likely.  In  any 
snt,  the  gyrations  of 
:  dollar  probably  will 
ke  less  of  a  difference 
;r  the  long  haul  than 
1  NEC's  basic  business 
ategy— which  is  to  re- 
in competitive  around 
:  yen's  current  level  of 
i  to  the  dollar.  While  a 
3  in  the  dollar  would 
~t  NEC's  ADRS,  the 
ve  would  help  the 
npany's  exports  and 
wide  some  relief  from 
i  yen  shock  it  has 
ed  this  year. 

LLER    COASTER.  The 

-come  thus  might  turn 
.  to  be  a  wash.  In  fact, 
t's  why  Glenn  R.  Carl- 
i,  a  managing  director 
San  Diego-based  Brandes  Investment 
"tners,  never  hedges  currency  expo- 
■es.  "Since  1980,  the  dollar  has  been  all 
«•  the  place,  and  in  the  long  term  it 
3  evened  itself  out,"  says  Carlson, 
edging  is  very  important  if  you  have  a 
>rt  time  horizon.  But  in  the  long  run,  it 
jsn't  have  much  impact." 
Political  risk  is  another  important  con- 


cern. Earlier  this  year,  the  Mexican  stock 
market  was  badly  shaken  by  a  peasant 
revolt  and  the  assassination  of  leading 
presidential  candidate  Luis  Donaldo  Colo- 
sio.  Brazil's  bourse  has  likewise  under- 
gone some  stomach-turning  ups  and 
downs.  The  Sao  Paulo  market  plunged 
nearly  50%  from  February  to  May  amid 
investors'  concerns  over  strong  showings 
in  voter  polls  by  Luis  Inacio  Lula  da  Sil- 
va,  the  Socialist  presidential  candidate 
in  this  fall's  elections.  The  index  then 
soared  120%  over  the  next  three  months 
as  Lula's  conservative  opponent,  Fernan- 
do Henrique  Cardoso,  moved  into  the 


RETAILING 


Mexico's  Cifra,  which  has  a 
joint  venture  with  Wal-Mart, 
is  among  the  foreign  retailers 
Americans  are  investing  in 


lead  on  the  back  of  a  tough  anti-infla- 
tion and  currency-reform  plan.  But  on 
Sept.  5,  the  market  dropped  11%  after  Fi- 
nance Minister  Rubens  Ricupero  re- 
signed. Ricupero,  an  ally  of  Cardoso,  un- 
wittingly conceded  on  nationwide 
television  that  he  hides  bad  economic 
news  from  the  public.  "I  don't  have  any 
scruples,"  he  told  shocked  TV  viewers. 
Among  the  adrs  riding  the  roller  coaster 
was  Telebras,  Brazil's  national  telephone 
company.  Telebras  is  expected  to  benefit 
mightily  if  Cardoso  wins  the  election  and 
starts  privatizing  the  country's  telephone 
service.  Still,  Carlson  warns,  "it's  the 
most  volatile  stock  on 
the  face  of  the  earth." 
information  gap.  An- 
other problem  facing  ADR 
investors  is  taxes.  Gov- 
ernments overseas  often 
levy  stiff  withholding 
taxes  on  ADR  dividends 
to  make  sure  they  get 
their  due.  The  taxes— 
35%  in  India  and  15%  or 
more  in  Britain— are  de- 
ducted before  dividend 
checks  are  sent  out,  cut- 
ting into  yields.  The 
banks  that  handle  adrs 
provide  shareholders 
with  annual  statements 
detailing  how  much  was 
withheld.  But  to  recover 
the  sums,  you  must  re- 
quest a  credit  with  the  Internal  Reve- 
nue Service  when  filing  your  taxes. 

If  tax  hassles  were  not  enough,  ADR  in- 
vestors also  have  to  cope  with  an  infor- 
mation gap.  Fortunately,  the  sec  requires 
that  companies  offering  adrs  on  Ameri- 
can exchanges  adopt  U.  S.  accounting 
standards— several  Chinese  manufacturers 
and  the  New  Zealand  forest-products  con- 
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glomerate  Fletcher  Challenge  Ltd.  are 
among  them— or  at  least  explain  the  dif- 
ference between  their  domestic  results 
and  what  they  would  have  been  if  re- 
ported along  U.  S.  lines.  That  can  pro- 
duce some  surprises,  not  all  of  them 
pleasant.  On  Aug.  31,  for  example,  Daim- 
ler Benz  reported  first-half  profits  of  $294 
million  in  Germany.  But  when  Daimler 
recast  its  results  along  U.  S.  lines,  its 


earnings  were  nearly  $60  million  lower. 

For  the  pink-sheet  ADRs,  however, 
such  comparisons  are  usually  unavailable. 
Because  they  are  not  traded  on  exchang- 
es, the  SEC  frees  the  companies  from 
having  to  follow  U.  S.  accounting  and  re- 
porting requirements.  But  some  compa- 
nies are  dramatically  improving  their  dis- 
closure in  hopes  of  winning  a  greater 
following  abroad.  At  Nestle,  where  15% 


of  its  shareholders  are  Americans,  * 
have  gone  to  half-year  reports,  segme. 
reports,  and  we  are  improving  our  cas 
flow  reporting,"  says  Executive  Viee-Pre 
ident  Reto  F.  Domeniconi.  "Every  yea 
we're  improving  a  little  bit." 

Even  if  overseas  companies  did  repo 
their  results  along  U.  S.  standards,  folio-, 
ing  their  health  day-to-day  can  sometinn 
be  a  vexing  challenge.  While  The  Wl 


WILL  RIVALS  UNPLUG  TELMEX?  DON'T  BET  ON  IT 


E 


very  time  it  rains,  the  inhabitants 
of  Republica  de  Cuba  12,  an 
I  apartment  building  on  the  edge  of 
Mexico  City's  colonial  center,  lose  their 
telephone  service.  After  one  recent 
storm,  repairmen  crossed  the  build- 
ing's lines  so  badly  that  tenants  be- 
gan receiving  calls  for  other  apart- 
ments. One  enterprising  resident 
compiled  a  list  showing  which  number 
matched  which  apartment,  so  occu- 
pants could  redirect  be- 
wildered callers. 

Tales  like  these  rein- 
force the  dismal  image 
millions  of  Mexicans 
have  of  the  country's 
telephone  monopoly, 
Telefonos  de  Mexico 
(Telmex).  But  those  sto- 
ries didn't  bother  inves- 
tors much.  Since  the 
company's  American 
depositary  receipts 
were  listed  in  1991,  fol- 
lowing the  company's 
privatization  the  year 
before,  Telmex'  share 
price  has  climbed  120%, 
fueled  by  40%-plus  op- 
erating margins.  Now, 
investors  are  paying  at- 
tention. For  the  first 
time  ever,  Telmex  faces  competition. 
jitters.  Later  this  year,  Mexico's  gov- 
ernment is  expected  to  announce  rules 
for  entering  the  $4.2  billion  long-dis- 
tance market  after  Telmex'  long-dis- 
tance monopoly  expires  in  1997.  Among 
probable  bidders:  Mi  i  (  !ommunirati<>ns 
Corp.,  which  has  formed  a  joint  ven- 
ture with  Mexico's  largest  financial 
group,  Grupo  Financiero  Banacci,  and 
Sprint  Corp.,  which  announced  an 
agreement  with  Mexican  cellular-phone 
operator  Grupo  Iusacell  in  late  July. 
Iusacell,  whose  ADRs  have  risen  9% 
since  their  listing  in  June,  already  has 
a  mighty  partner:  Bell  Atlantic  Corp. 
completed  purchasing  a  \2°A  holding 
in  the  Mexican  company  last  month. 


Worries  about  competition  have  con- 
tributed to  Telmex'  sluggish  perfor- 
mance this  year.  The  stock,  which  ac- 
counts for  about  a  quarter  of  the 
Mexican  market's  capitalization,  lags 
behind  the  rest  of  the  Bolsa.  In  part, 
that's  because  foreign  investors  have 
gone  shopping  for  new  stories  since 
the  passage  of  the  North  American 
Free  Trade  Agreement  heightened 
interest  in  Mexican  ADRs.  Telmex  ADRs 


CROSSED  LINES:  DESPITE  DISMAL  SERVICE,  TELMEX  SAW  A  120%  SHARE  GAIN 


are  still  down  14%  for  the  year.  It  has 
also  suffered  disproportionately  from 
Mexico's  political  turmoil. 

But  political  jitters  have  abated  in 
the  wake  of  August's  presidential  elec- 
tions. The  economy  appears  to  be  pick- 
ing up.  And  new  competition  isn't  like- 
ly to  pose  much  of  a  threat  for  Telmex. 
Potential  competitors  don't  know  if 
they  will  be  able  to  bid  for  Telmex' 
lucrative  international  service  as  well 
as  a  share  of  the  growing  domestic- 
long-distance  market.  They  also  don't 
know  whether  they  will  have  to  pay  an 
entry  fee  or  submit  a  formal  bid.  They 
don't  even  know  how  many  competi- 
tors the  government  will  welcome  into 
the  fray. 


All  of  which  makes  Telmex,  i 
trading  at  about  nine  times  estinu 
1995  earnings,  a  bargain  in  some  ana 
lysts'  eyes.  "I  think  all  the  unknown- 
about  competition  are  already  discoun: 
ed  into  the  stock,"  says  Andrew  Frie 
man,  a  telecommunications  analyst  ai 
Vector  Casa  de  Bolsa  in  Mexico  1 
"It's  going  to  keep  making  money 
And  with  unrest  subsiding  and  the  1 
country's  economic  reforms  assure 
since  Ernesto  Zedillo 
Ponce  de  Leon's  presi- 
dential win,  investor 
are  looking  to  get  I 
into  Mexico— and  Te 
mex.  Ricardo  Peon,  a 
telecom  analyst  at  Bar- 
ing Securities  Inc.,  fig 
ures  Telmex'  earning- 
are  likely  to  grow  by 
15%  a  year  through  th- 
year  2000. 

Telmex  is  trying  t* 
make  sure  such  ro- 
earnings  prediction 
pan  out.  This  year 
alone,  it  plans  to  spot: 
$2.2  billion  on  upgrad 
ing  its  network.  Two 
thirds  of  its  lines 
already  digital,  and  a 
lines  in  Mexico's  fi\ 


major  cities  should  be  digital  by  the 
end  of  1995.  The  company  has  also 
been  gradually  raising  rates  for  basic 
service,  which  now  accounts  for  abou 
43%  of  revenues,  while  bringing  dowi 
long-distance  rates  to  avoid  a  sudden 
drop  when  competition  comes.  Ever 
then,  the  increased  volume  generatec 
by  lower  rates  may  make  up  for  some 
of  the  eventual  loss  in  market  share  t< 
new  competitors.  Lately,  Telmex  ha.- 
begun  focusing  on  service  for  corpo 
rate  clients,  who  could  be  the  first  t( 
bolt  when  competition  begins  in  1997 
Telmex  wants  to  make  sure  they  won' 
forget  who  they're  dealing  with  onc< 
its  rivals  arrive. 

By  Elisabeth  Mcdkin  in  Mexico  City 
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nisys  just  added  new  meaning 
to  the  language  of  business. 

Customerize. 


ar  »f .<>.:. v,-  - 

fr.  MV  roi«<n.  ft.  t 
„XAi   t  :  »  soft  V-r —  tt 

.  ££\lB,  a  • » **jiiy  p»« 

?*Z£t  .ion,  the  »n»W 

? e* lie ni  rubber  tf^^H 
o  '  «  «tiflciai  pool  pre-, 
i  failing  ^tcr  imi  *°  f'T*® 

n  the  economy   *»  :  t  «a* 
•t'.c'n,-»  discomfort-** 


tauuri  p»»os»  ;  tt,T 


S :  tpeci»Uji»g  in  . 

caMotn  9  .  commonly  pracueffl 
imiAt    •»*  occasions!-***-**"*'*' 
cua-tom-ari-iwm  V  ka»  i»- met  «-n» 
custom — touttt  vk.Miara-'btKV 

llOB*  , 


1  }  bt 


t    \  t  -  1  »^       ri7e'\v/ 1:  to  make  a  com- 

pany  more  responsive  o  organization's 
to  attract  new  ones  2  to  custom  apabilities 
formation  strategy e*. to  ^g^J  contact 
to  field  locat.ons  .md  othe pa  ^  ^  does  for  a 
and  support  3 .  what  Umsy : c  rpt { 
growmg  water, of  ^P^n  fERVlcF  competitive 

S^J^-Su^ ,EVENUEOE~ 

r&«*r  VU-torV  «  :  to  *«  pU*.  or  b«td  accord,  « 

,,n  "  • /to  experience  the 


one* 


wRh  o"m  if  with  an  rd*e<i  .MtrwneM 
,  mo "trite  »h»Tl?  with  »  crtttBf  eff«« 
a  tfancina  Wo*  that  *'^,T  a 

growth  o?<»  tooth)  thrw«h  it*  * 

ATE  *  i  to  reduce  in  amount  <  4„«  ,»p!  <  -bread>  U) 

■  mi,  hew  <^imber>  •  •  w^p«'»«  ,   to  «o* 

tack  <  :  te  ch*Bj«  the  direction  «  »  b  ; 

around  or  abmrt  4,  '"^T-out  tapply  H««>.  *  H^ril 
divide  l>  ileck  of  etrdt) .'""J" srevr  •  •  !  stqf'*i*^ 
from  the  **  •; ;  V^w  w  ™<**l"*»  *?*TJ£* 

L.tW)      openlnl  a  »*lten  *  «  *°  .    hv  of  „  |f  4ir  cuttinf  a 


For  an  organization  to  achieve 
?  potential,  customer  service  must 
i  a  business  goal.  That's  why  Unisys 
is  developed  a  powerful  new  in- 
iative-cusTOMERiZE-enabling  busi- 
es to  turn  customer  service  into  a 
)mpetitive  advantage. 

Our  experienced  professionals 
ill  work  with  you  to  design  an  infor- 
ation  strategy  that  fully  extends 
mr  capabilities  all  the  way  to  the 
tints  of  customer  contact-where 
avenue  is  generated.  With  a 
jstomerized  information  flow,  you'll 
3  more  strategically  positioned  to 
jrture  customer  relationships,  gen- 
•ate  new  business  and  achieve  inter- 
il  gains  in  productivity  and  control. 
11  of  which  facilitates  reduced  costs 
nd  increased  revenues. 

With  decades  of  experience 
edicated  to  helping  our  customers 


serve  their  customers,  Unisys  is 
uniquely  qualified  to  customerize 

UNISYS 

We  make  it  happen. 


your  business. 

Call  us  at  1-800-874-8647,  ext.  10, 
for  your  complimentary  customerize 
Information  Kit.  And  ask  how  we  can 
help  put  you  on  the  same  page  as  your 
customer. 


1993  Unisys  Corporation 


customerize  services  are  a  service  mark  of  Unisys  Corporation 


FOR  THE  LATEST  LINE 
ON  ADRs.  GET  ON-LINE 


U 


sed  to  be,  your  broker  had  the 
edge.  He  had  immediate  access 
to  the  stock  quotes,  the  re- 
search, the  news.  "On-line"  meant  that 
he  would  return  your  phone  calls. 

That  was  especially  true  if  you  want- 
ed the  word  on  companies  abroad.  But 
no  longer.  Such  consumer  on-line  ser- 
vices as  America  Online  Inc.  and  Prod- 
igy Services  Co.  offer  at  least  rudi- 
mentary financial  data— including  prices 
of  listed  American  depositary  receipts— 
usually  at  no  premium  over  their  basic 
monthly  fees.  Even  more  is  available 
on  a  pay-as-you-go  basis.  And  some 


GOING  GLOBAL... ON-LINE 


Service 

Phone 

Monthly  cost* 

AMERICA  ONLINE 

800  827-6364 

$9.95  for  first  5 
hours 

COMPUSERVE 

800  848-8199 

$8.95  plus 
fees  for  databases 

DOW  JONES 
NEWS/RETRIEVAL 

800  815-5100 

$29.95  for  service 
after  7p.m. 

PRODIGY 

800  776-3449 

$14.95 

REUTERS 

MONEY  NETWORK 

800  346-2024 

$12.95  plus  $9.95 
for  news 

'Basic  service 

DATA:  BUSINESS  WEEK 

services  offer  quotes  and  information 
on  "pink  sheet"  ADRs  traded  over  the 
counter.  "It  turns  out  that  these  thinly 
traded  stocks  are  exactly  what  small 
investors  are  looking  for,"  says  Chris 
Hill,  who  heads  up  personal  investor 
products  for  idd  Information  Services. 
hefty  fees.  For  listed  ADRs,  the  pre- 
mier information  service  remains  Dow 
Jones  News/Retrieval.  "Without  ques- 
tion, it  is  the  best  and  most  exhaustive 
service  for  the  individual  investor," 
says  Robert  Schwabach,  author  of  The 
Business  Week  Guide  to  Global  Invest- 
ments Using  Electronic  Tools,  published 
by  Osborne/McGraw-Hill.  Dow's  Mar- 
ket Monitor  service  costs  $29.95  for 
eight  hours  of  access  a  month,  and  ad- 
ditional hours  are  $3.60.  The  catch? 
You  can't  use  it  before  7:01  p.m.  week- 
days, and  it  puts  some  limits  on  the  in- 
formation you  can  download.  Stock 
price  and  performance  histories,  for 
example,  go  back  only  two  years. 

Still,  there's  a  wealth  of  informa- 
tion available.  You  can  get  Dow  Jones 
International  News  for  foreign  news 


and  search  through  a  database  of  hun- 
dreds of  publications,  including  The 
Wall  Street  Journal  and  Barrons,  for 
news  on  foreign  companies.  If  you 
need  more  or  need  to  use  DJ  during 
the  day,  you  can  venture  into  the  full 
Dow  Jones  News/Retrieval  service  at 
regular  rates— a  hefty  $1.50  for  1,000 
characters  of  information,  about  two- 
thirds  of  your  computer  screen. 

Another  extensive  source  is  Compu- 
Serve Inc.  But  count  on  spending  at 
least  $9.60  an  hour  for  "extended"  ser- 
vices and  probably  much  more  if 
you're  serious  about  foreign  stocks. 

Global  Report,  a  col- 
lection of  news  wires 
including  Britain's 
Financial  Times, 
France's  AFP,  and 
Japan's  Kyodo,  costs 
$30  an  hour  extra  af- 
ter 7  p.m.  and  twice 
that  during  the  day. 

The  up-and-comer 
is  Reuters  Money 
Network,  a  product 
of  Reuters  Holdings 
PLC,  Dow's  British 
rival.  If  you  don't 
like  spending  hours 
browsing  on-line, 
this  is  for  you.  You  specify  the  compa- 
nies and  industries  you're  interested 
in,  and  your  computer  calls  Reuters 
and  fetches  quotes,  tables,  reports, 
and  news  in  batches.  Everything  is 
then  displayed  in  a  clever  newspaper 
format.  The  basic  service  is  $12.95  per 
month.  News  and  fundamental  analysis 
is  $9.95  a  month  more. 

Money  Network  is  still  thin  on  for- 
eign news.  But  by  yearend,  it  will  of- 
fer the  full  Reuters  international  news 
and  quote  feed.  You'll  be  able  to  click 
your  mouse  on  major  global  exchanges, 
type  in  a  stock  symbol,  and  download 
the  goods  on  overseas  companies. 

It's  easy  to  sample  services  before 
you  sign  up.  With  the  exception  of 
Dow  Jones,  most  of  them  offer  trial 
runs,  usually  for  the  cost  of  the  start- 
up software.  So  set  aside  a  weekend 
or  two  to  go  global  on  the  Infopike, 
and  see  how  much  you  can  unearth. 
You'll  be  surprised  at  how  far  you  can 
expand  your  horizons— not  to  mention 
your  portfolio. 

By  Larry  Armstrong  in  Los  Angeles 


Street  Journal  and  The  New  York  Tim- 
carry  a  fair  amount  of  news  about  tl 
biggest  ADR  companies,  hundreds  moi 
escape  notice.  Big  U.  S.  brokers  typical 
maintain  databases  on  many  ADRs— Dea 
Witter  Reynolds  Inc.  even  has  team 
up  with  London's  S.  G.  Warburg  &  Co. 
help  investors  follow  overseas  stocks. 

Other  investors  are  logging  on  to  o 
line  information  systems  (page  10 
which  increasingly  have  a  global  focus, 
subscribing  to  Morningstar  ADRs,  a  f 
biweekly  offering  news,  prices,  and  an; 
ysis  on  700  leading  international  compj 
nies.  But  to  keep  up  with  things,  mar, 
international  investors  turn  to  The 
nancial  Times,  the  British  daily  newsp) 
per  that  is  distributed  worldwide,  or  fi 
low   such   specialized   regional  En, 
lish-language  papers  as  The  Asian  W< 
Street  Journal,  Hong  Kong's  South  Chii 
Morning  Post,  Japan's  Nikkei  Weekly, 
the  Lagniappe  Letter,  a  biweekly  public 
tion  on  Latin  America. 
bad  habits.  Even  reading  such  sped; 
ized  publications  may  not  keep  you  up  < 
all  the  foibles  of  corporate  manageme; 
overseas.  It's  especially  important  to  ket 
an  eye  out  for  developments  in  emergin 
economy  companies  that  have  little  exp 
rience  with  international  markets.  In  CM 
na,  for  example,  companies  have  de| 
eloped  a  habit  of  going  off  in  odd  dir< 
tions  with  little  warning.  Take  Shang 
Erfangji,  a  maker  of  textile  machine 
whose  ADRs  have  won  a  modest  folio 
ing.  Erfangji  has  perplexed  analysts  wi 
its  plans  to  expand  into  such  fields 
fast-food  franchising  and  commercial  pn 
erty  development.  "It  worries  me  to  se 
company  go  into  areas  in  which  it  has 
expertise,"  says  Queenie  Cheung,  an  a: 
lyst  with  Standard  Chartered  Bank 
Hong  Kong.  "Their  rationale  is  to  diver: 
fy  their  earnings  base,  but  I  don't  thi 
the  company  has  the  funds." 

For  the  most  part,  investors  have 
willing  to  put  up  with  such  quirks 
cause  the  returns  on  international  inve 
ing  have  been  so  robust.  That's  certai 
the  experience  of  legendary  global  inv 
tor  John  M.  Templeton,  whose  Temple 
World  Fund  has  outperformed  the  Si 
for  decades.  Now,  the  spread  of  adrs 
permitting  more  and  more  investors  in  i 
dividual  stocks  to  emulate  Ternpletor 
example,  "adrs  are  the  best  way  to  i 
vest  overseas,"  cheers  author  and  mom 
manager  Fry.  For  the  stock-picker  loo 
ing  for  a  way  to  diversify  around  tl 
world,  that's  certainly  sound  advice. 

By  William  Glasgall  in  New  York,  wi 
Dave  Lindorff  in  Hong  Kong 


For  information  on  reprints  of  this  Special  Report,  c 
Business  Week  Reprints  at  609  426-5494,  or  wi 
Business  Week  Reprints,  P.O.  Box  457,  Hightstov 
N.J.  08520. 
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The  Berger  Small  Company  Growth  Fund. 
A  Different  Berger  Fund 


With  The  Same  Berger  Philosophy- 


President  Rod  Linafelter  and  Portfolio 
Manager  Bill  Keithler  apply  the  same 
common-sense  investment  philosophy 
to  this  fund  that  the  Berger  Funds  has 
used  for  20  years:  Seek  to  invest  in  profit- 
able, successful  companies  because  they 
are  more  apt  to  become  profitable, 
successful  investments. 

Backed  by  this  philosophy,  the  Berger 
Small  Company  Growth  Fund  seeks  to 
achieve  its  goal  of  aggressive  growth. 
It  invests  in  equity  securities  of  small, 
growing  companies  with  market  capitaliza- 
tion of  less  than  $1  billion  and  a  proven 
track  record  of  at  least  three  years. 

So  if  you're  looking  for  a  fund  with  a 
time-tested  philosophy- and  experienced 
people  to  implement  it- then  look  at 
the  Berger  Small  Company  Growth 
Fund  today. 


Open  an  account  with  as  little  as  $250. 

Please  call  (800)  3334001 

for  a  prospectus  containing  more  complete  information  including  management  fees, 
charges  and  expenses.  Read  it  carefully  before  investing. 


s4k 


The  Berger  Funds 


Together  we  can  move  mountains.8' 


D 1994  Berger  Associates,  Inc 


BW  91994 


The 


BusinessWeek 


Library  of  Computing 


Because  your  world  is  about  to  enter 

whole 


The  Business  Week 

Guide  to  Global  Investments 

Using  Electronic  Tools 

by  Robert  Schwabach 

Paperback  $39.95  U.S.A. 

Includes  three  3.5-inch  PC  disks  with 

working  versions  of  the  best-selling  programs 

for  analyzing  stocks  and  markets. 


C  OB  [  61  ScuwmcH 


Includes  three  3.5-inch  PC  disks 


hapter. 


The  Business  Week  Guide  to 
Multimedia  Presentations 

Create  Dynamic  Presentations  That  Inspire 

by  Robert  L.  Lindstrom 

Paperback  $39.95  U.S.A. 

Test  drive  today's  hottest  presentation 

graphics  software. . .  full  working  versions 

included  on  one  CD-ROM  disk! 


MULTIMEDIA  PRESENTATIONS 


Cdeate  Dynamic  Ppesentatioms 
That  Inspire 


tOBEH  L .  L I H  D  S  T  B  0  M 


Includes  one  CD-ROM  disk 


It's  a  brave  l.'U'.a/M.H'l  and  to  get  ahead,  you've  got  to  leverage  all  your  resources.  No  one  is  better  positioned  to  help  you  maximize 
your  potential  than  Business  Week  and  Osborne/McGraw-Hill.  Whether  you  want  to  take  command  of  world  markets  from  your 
desktop  or  hone  your  presentation  skills  with  the  latest  multimedia  technology,  the  [JJ^^^^^^^^JJJJ^J^^J  has  the  insights, 
practical  advice,  and  cutting  edge  information  you  need  to  make  a  positive  impact. 

Don't  wait  for  the  future  to  be  old  news.  The  Business  Week  Library  of  Computing  is  designed  to  keep  you  ahead  of  the  curve 
and  well  on  your  way  to  a   smooth  transition]  into  the  business  world  of  tomorrow. 


Available  at  belter  bookstores  and  computer/software  retailers  everywhere,  or  tor  more  information  in  the  U.S.A.  call  1  800  227-0900 

(9:00  am.  -  4:30  p.m.  Weekdays  Pacific  Time).  In  Canada,  call  1  800  565-5758  (8:30  a.m.  -  4:30  p  m  Weekdays  Eastern  Time) 


Osborne 


The  Cake. 


When  it  Comes  to  Looking  Good, 
Business  Week  Takes  it. 

Pick  up  Business  Week's  65th  Anniversary  Issue  and  you'll  see  some 

Issue  Date: 

exciting  changes.  A  smart,  new  logo.  A  fresh  editorial  design.  For        October  17, 1994 
advertisers  and  readers  alike,  it's  a  look  that  makes  Business  Week's 

unique  blend  of  news  and  intelligence  even  more  attractive.  Anniversary 

Issue 

Savvy  advertisers  will  want  to  be  seen  in  the  65th  Anniversary 

Issue.  Because  when  Business  Week  makes  a  change,  7  million       _  ?losi"g  ?,f  *!!"  . 

to  September  12, 1994 

readers  take  notice.  Get  into  the  65th.  And  celebrate. 

For  advertising  information  call  David  Ferm,  Publisher,  at  212-512-4593 


BusinessWeek 


Beyond  news.  Intelligence. 


We've  Built  Communications 
Systems  From  Scratch  For  Plenty  Of  Clients. 


Take  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  as  -  along  with  our  British  and  Australian  partners  - 
to  design  and  build  an  integrated  telecommunications  network  for  the  entire  continent. 

The  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and  long-distance  service  combined  to 

provide  millions  of  Australians  with  the  most  sophisticated 
communications  technology  in  the  world. 
Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're  on  five  continents.  Sharing 
our  expertise  in  all  phases  of  communications  technology,  from  design  und  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total  communications  systems.  But  it  was  also  our 
ability  to  listen.  And  make  the  technology  meet  Australia  s  needs. 

Some  people  think  we're  still  a  regional  company.  We  are.  It's  just  that  now  the  whole  world  is  our  region. 
For  more  information,  call  your  BellSouth  representative  or  1-800 -7 26 -BELL. 

©1994  BellSouth  Corporation 

BELLSOUTH 


Telecommunications      Information  Services      Mobile  Communications      Advertising  Services         Everything  You  Expect  From  A  Leader  " 


inance  


(Emcm  rLMnj  i 


I  NEW,  IMPROVED 
RETIREMENT  PLAY? 


ndreds  of  companies  bet  on  a  supposedly  safer  version  of  GICs 


MMfhcri  Canada's  Confederation 
mmjs  Life  Insurance  Co.  failed  last 

i  nr  month,  it  sent  shivers  down 
spines  of  retirement-plan  managers 
he  U.  S.  side  of  the  border  as  well, 
onto-based  Confederation,  Canada's 
"th-largest  insurer,  has  suspended 
icipal  and  interest  payments  on  about 
billion  worth  of  guaranteed  invest- 
lt  contracts  (GICs)  it  peddled  to  fund 
lagers  in  the  U.  S.,  including  Fidelity 
sstments  and  Bankers  Trust.  Many 
rement  plans  may  suffer  millions  of 
ars  in  lost  principal  or  reduced  inter- 
payments  or  both, 
'he  Confederation  episode  is  just  the 
st  in  a  string  of  insurance-company 
acles  that  has  prompted  many  plan 
nsors  to  turn  away  from  traditional 
3.  These  are  fixed-income  invest- 
lts  in  which  the  issuer,  usually  an  in- 
ance company,  guarantees  a  fixed 
lrn  for  up  to  five  years  and  repay- 
lt  of  principal.  The  contracts,  whose 
irns  are  significantly  higher  than 
asuries  of  similar  maturities,  have 
r  been  the  most  popular  investment 
on  for  employees,  accounting  for  a 
d  of  the  $750  billion  in  retirement 
Is,  mostly  401(k)  plans,  in  which  em- 


ployees make  their  own  investments. 

Now,  retirement  plans  by  the  hun- 
dreds are  turning  to  a  new  breed  of 
GIC— the  "synthetic"  Gic,  which  shields 
companies  from  insurer  insolvency.  In 
contrast  to  traditional  GICs,  in  which  an 
insurer  commingles  plan  funds  with  oth- 
er managed  assets,  new  GICs  call  for  the 
plan  sponsor  to  retain  ownership  of  the 
assets.  To  maintain  the  principal  pro- 


REJIGGERING 
THE  RISK 


TRADITIONAL  GICs 


Company  gives  employee  retirement 
money  to  an  insurer,  which  invests 
funds  in  a  fixed-income  portfolio  and 
guarantees  a  set  return.  But  if  insurer 
becomes  insolvent,  as  has  happened 
several  times  in  recent  years,  retirees 
can  lose  money. 


"SYNTHETIC"  GICs 


Company  retains  control  of  retire- 
ment funds  and  hires  a  fixed-income 
manager.  Insurer  writes  a  "wrapper" 
that  protects  against  loss  of  principal. 
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tection  of  the  old  GICs,  plan  spon- 
sors using  new  GICs  purchase  a 
"wrapper,"  or  guarantee  from  a 
>ank  or  insurer,  to  ensure  that 
employees  can  withdraw 
their  original  principal  at  any 
time.  If  a  withdrawal  takes 
place  at  a  time  when  the 
portfolio  is  valued  below  book, 
the  guarantor  makes  up  the 
difference.  (If  it's  above  book, 
the  guarantor  keeps  the  sur- 
plus.) The  wrapper  usually 
costs  from  0.15%  to  0.25%  of 
total  assets.  While  quoted  re- 
turns on  new  GICs  change  more 
frequently,  new  GICs  generally 
offer  higher  returns  than  old 
ones— about  50  basis  points  on 
five-year  contracts,  says  C.  Ja- 
son Psome,  a  director  at  in- 
vestment firm  Sanford  C. 
Bernstein  &  Co. 
"SEA  change."  Also  spurring 
the  move  to  new  GICs  was  last 
spring's  bond  market  collapse.  Compa- 
nies with  managed  fixed-income  portfoli- 
os suffered  huge  losses.  And  many  em- 
ployees were  shocked  to  see  negative 
rates  of  return,  because,  unlike  GICs, 
which  can  use  book-value  accounting, 
these  portfolios  had  to  report  current 
market  prices. 

"There's  an  orderly  liquidation  of  tra- 
ditional GICs  going  on,"  says  David  L. 
Eager  of  Louisville-based  D.  L.  Eager 
Associates  Inc.,  an  investment  manage- 
ment consultant.  "Plans  aren't  rushing  to 
dump  them,  but  as  they  expire,  they're 
being  replaced  with  synthetics."  Bern- 
stein's Psome  calls  this  development 
"nothing  less  than  a  sea  change." 

One  convert  is  Donald  J.  Butt,  manag- 
er of  trust  investments  at  U  S  West  Inc. 
in  Englewood,  Colo.,  who  was  worried  by 
the  rash  of  insurer  insolvencies.  Butt 
now  uses  three  fund  managers,  including 
Wells  Fargo  Nikko  Investment  Advisors, 
Payden  &  Rygel  Investment  Counsel, 
and  Jennison  Associates  Capital,  and 
buys  his  wrappers  from  Bankers  Trust 
and  Providian  Insurance.  According  to 
Butt,  one-third  of  the  company's  $442 
million  interest-income  fund  now  consists 
of  new  GICs.  Says  Butt:  "You  select  the 
wrapper  as  well  as  the  investment  man- 
ager and  can  hire  and  fire  them  at  will." 

Reynolds  &  Reynolds  Co.,  a  Dayton 
information-management  concern,  has 
shifted  $53  million  of  old  GICs,  or  half  of 
the  company's  entire  401(k)  plan  assets, 
into  new  GICs  because  of  its  concern 
about  fluctuating  bond  prices.  "Our  par- 
ticipants look  at  their  401(k)  as  if  it's  a 
passbook  bank  account,"  says  Craig  L. 
Currier,  director  of  corporate  pension 
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IN  THE  MICROSOFT  Of 
T  JUST  COHABIT.  THEY  F( 


You  might  say  we  simply 
borrowed  the  idea  from  nature. 
Programs  that  live  in  the  same 
plaee  should  work  together. 

Consider  what  you  have  to 
do  in  a  single  week.  Letters. 
Memos.  Reports.  Spreadsheets. 
Charts.  Graphs.  Presentations. 
Wouldn't  it  be  great  if  there 
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(  jcdlc  powerful  presentatu  <ns  easily 
will}  information  from  different  programs. 
Suddenly,  you're  a  whiz  presenter. 
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were  a  produet  that  could  help, 
you  pull  it  all  together? 

In  a  nutshell,  that 
the  whole  idea  behin  y  * 
the  Microsoft  Offkefc 
Now  all  your  program 
can  work  together  like  on 
Thanks  to  our  intuitive 
OfficeLinks  tools,  its  easier  \; 
than  ever  to  share  text,  data 
and  graphics  seamlessly  betwee  ioni 
our  best-selling  programs. 
What's  this  really  mean? 
Simply,  you'll  be  able  to  ge^ 


more  done.  With  a  lot  less  effort  |j 

Say  you're  working  on  your 
sales  report.  You'll  probably  sta 
by  writing  in  Microsoft  Word 


'Supporr  tot  Microsoft  Office  is  no-charge,  however,  normal  telephone 
Microsoft  Excel,  Word,  rhr  PowerPoint  presentation  graphic  progra 
and  Canada,  call  vour  local  Microsoft  subs.dmy  or  1206)  9^-8661.  O 
Microsoft  Cor  potation 


SOFTWARE  PROGRAMS 
MEANINGFUL  RELATIONSHIPS 


Then  you  click  to  open  your 
:rosoft  Access  database  and 
up  your  sales  data.  By  client 
/endor.  By  salesperson.  By 
on.  By  month. 
But  why  stop  there? 
You  can  easily  send  that 
i  to  a  Microsoft  Excel 
?adsheet  in  just  a  click 
button,  analyze  it,  turn 
to  a  dramatic  chart,  and 
p  it  all  back  into  your 
rd  document. 
It's  like  one  big  techno- 
cal  swap  fest.  The  end 
efit  being,  that  now  you  can 
rid  more  time  concentrating 
/our  work,  instead  of  on 
r  software. 

Naturally,  you'll  want  to 
re  your  handiwork  with  the 
onal  managers. 
Just  a  couple  of  clicks  later, 
i've  created  personalized 
?rs  for  each  one  of  them  from 
lin  Microsoft  Word. 
Brilliant. 

Now  for  the  finishing  touch 
:k  a  button  and  transform 
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It's  easy  to  update  or  manage  text,  data  and  graphics 
in  one  document  with  the  latest  object  linking  and  embedding 
technology  (OLE  2.0).  Just  click  where  you  need  to  icork 
and  the  tools  you  need  are  right  there. 

everything  into  an  eye-popping 
PowerPoint  presentation.  Call  it 
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a  "career-enhancing"  move. 

And  while  were  on  the  sub- 
ject of  relationships,  we  should 
mention  the  Microsoft  Office  is 
the  only  product  of  its  kind 
that  offers  you  unlimited 
product  support  with  no 
service  charge.* 

Clearly,  the  Microsoft 
Office  with  OfficeLinks 
marks  a  quantum  shift  in 
what  software  enables  you 
to  achieve.  And  its  a  clear 
indication  of  where  the 
future  is  heading. 
To  find  out  the  rest  of  the 
story  (a  small  sample  of  which 
we've  Covered  here),  visit  your 
retailer  or  call  (800)  240-4782, 
Department  NVD,  for  the 
one  nearest  you. 
With  the  Microsoft  Office, 
you'll  not  only  improve  the 
relationship  between  your  pro- 
grams, the  same  will  go  for  you 
and  your  computer. 
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in  services  art  subtext  to  Microsoft's  thin  current  pticcv  Kirov  and  conditions,  which  ate  suhica  to  change  without  notice  *  l<W4  Microsoft  Corporation  All  rifihts  reserved.  Microsoft  Office  Professional,  shown  here,  includes 
igemenl  system  and  a  Mail  workstation  license  (server  and  software  roust  he  acquired  separately).  In  the  ill  United  Slates,  call  1X1)01  2411  -47X2,  Dept.  NVD.  Fot  information  only;  In  Canada,  call  (800)  563-9048;  outside  the  U.S. 
jean  teach  Microsoft  test  telephone  (TT/TDD)  setvices  by  calling  (800)  892-5234  in  the  United  Slates  ot  (90s i  <f,X-1f.4l  in  Canada.  Microsoft,  PowerPoint.  Microsoft  Access  and  the  Windows  logo  are  registered  trademarks  of 
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plans.  "And  in  a  passbook  account,  you 
don't  see  unrealized  gain  or  loss  on  your 
monthly  statement."  With  a  new  GIC, 
"you're  not  worried  about  the  credit 
quality  of  the  insurer,"  he  says. 

Yet  continuing  controversy  over  exot- 
ic financial  instruments  has  made  many 
plan  sponsors  more  cautious.  At  Cleve- 
land-based American  Greetings  Corp., 
where  about  20%  of  the  defined-contribu- 
tion  assets  are  invested  in  Gics,  Treasur- 
er Dale  A.  Cable  worries  about  the  diffi- 
culties of  educating  plan  participants 


about  such  investments.  He  says  he 
would  probably  shy  away  from  new  Gics 
or  "any  specialized  or  technical  invest- 
ment product,"  adding  that  "we  try  not 
to  get  too  exotic."  By  sticking  to  large, 
top-rated  insurers,  Cable  says,  he  can 
cut  the  risk  of  default. 
even  trade?  To  be  sure,  new  Gics 
haven't  eliminated  risk  entirely.  In  effect, 
says  Marjorie  Zwick,  a  principal  at  ben- 
efits consultant  William  M.  Mercer  Inc., 
"you're  [exchanging]  the  credit  risk  of 
the  insurance  company  for  other  risks," 


such  as  more  frequent  changes 
promised  returns.  While  new  GlCs  ap 
pear  to  be  an  improvement  over  the  ok 
ones,  "some  [of  the  new  investments 
haven't  been  tested  in  a  long-term  ris 
ing-interest-rate  market,"  says  Zwick 

Although  the  new  GICs  may  hav 
•their  flaws,  they  do  give  companies  on 
big  plus:  a  lot  more  control  over  thei 
retirement  funds'  financial  destiny. 

By  Jeffrey  M.  Laderman,  Phillip 
Zweig,  and  Suzanne  Woolley  in  New  Yorl, 
with  bureau  reports 


INSURANCE  I 


YOUR  DOCTOR'S  BOSS  MAY  BE 
AN  INSURANCE  COMPANY 


As  carriers  acquire  medical  practices,  critics  fret  care  may  suffer 


The  hassles  were  getting  to  Dr. 
Ruth  DuPont.  Steep  malpractice 
premiums,  labyrinthine  billing  sys- 
tems, and  mounting  paperwork  were 
taking  a  big  toll  on  the  family  physi- 
cian's time,  not  to  mention  her  finances. 
So  last  fall,  DuPont  took  a  step  many 
physicians  consider  heretical:  She  signed 
on  with  Aetna  Life  &  Casualty.  By  be- 
coming an  employee  in  Aetna's  grow- 
ing network  of  doctors,  DuPont  shed 
tiresome,  costly  administrative 
chores  in  one  fell  swoop. 

Physicians  such  as  DuPont 
are  becoming  hot  commod- 
ities. Over  the  past  two 
years,  hospitals  have  been 
buying  up  doctors'  practices 
aggressively,  sucking  doc- 
tors out  of  insurer-run  man- 
aged-care networks  and 
signing  them  up  as  employ- 
ees. By  cementing  ties  with 
doctors,  hospitals  gain  lever- 
age in  the  changing  health- 
care arena.  Now,  insurers 
are  fighting  back,  buying  or 
building  practices  to  secure 
a  flow  of  patient  revenues 
and  avoid  being  cut  out  of 
the  loop  by  health-care  alliances.  "If  in- 
surers don't  do  this  quickly,  they'll  be 
out  of  the  business,"  says  Samuel  H. 
Havens,  president  of  group  operations  at 
Prudential  Insurance  Co.  of  America. 
TIGHTER  GRIP.  Insurers  seem  to  agree. 
Aetna  will  open  as  many  as  60  medical 
centers  in  seven  urban  areas  by  next 
June.  CIGNA  Corp.  plans  to  spend  $150 
million  to  buy  or  open  400  centers.  Blue 
Cross  &  Blue  Shield  of  New  Jersey  an- 
nounced in  mid-May  that  it  would  open 


10  offices  by  yearend.  Prudential,  Foun- 
dation Health,  and  Healthsource  recent- 
ly bought  or  are  managing  practices. 

Whether  the  strategy  will  pay  off  is 
far  from  clear.  Although  an  Aetna 
Health  Ways  office  in  Dallas  is  full  of  pa- 
tients, doctors  at  Aetna's  six  Atlanta 
offices,  open  for  almost  a  year,  are  each 
seeing  only  15  patients  a  day— 60%  of 


THE  PUSH  TO  BUY  D 


AETNA  LIFE  &  CASUALTY 

Its  HealfhWays  Family 
Medical  Centers  runs 
doctors'  offices  in  Atlanta, 
plans  to  spend  $65  million 
to  open  offices  nationwide 

BLUE  CROSS  &  BLUE  SHIELD 
OF  NEW  JERSEY  Will  build 
1 0  doctors'  offices  across 
the  state  by  Jan.  1,  1995 

DATA:  BUSINESS  WEEK 


CIGNA  Is  looking  to  pur- 
chase or  open  up  to  400 
physician  practices  across 
the  country  in  a  $  150 
million  expansion  plan 

METLIFE  HEALTHCARE 

Uses  Phycor's  doctors  in 
its  HMO  net- work  across 
six  markets,  including 
Richmond,  Va.,  and 
Charlotte,  N.C. 


the  typical  volume.  Aetna  has  yet  to 
see  a  profit.  In  an  attempt  to  add  pa- 
tients, it  is  handing  out  coupons  to  local 
employers  that  waive  insurance  co-pay- 
ments for  Health  Ways  patients. 

Meanwhile,  critics  say  insurers'  tight- 
ening grip  on  doctors  could  affect  the 
quality  of  care.  "We  are  concerned  that 
the  future  market  is  likely  to  be  domi- 
nated by  insurance  companies,"  says  Ed- 
ward B.  Hirshfeld,  associate  general 
counsel  for  health  law  at  the  American 


Medical  Assn.  The  inference:  Doctor 
may  feel  even  more  pressure  to  focus  o 
the  bottom  line  at  the  expense  of  p 
tients  than  they  already  do  in  managec 
care  networks,  since  the  new  setup  n 
moves  the  last  vestige  of  operation; 
independence.  Stephen  C.  Caulfield, 
managing  partner  at  benefits-consultin 
firm  William  M.  Mercer  Inc.,  worrie 
that  doctors  will  be  rewarded  for  here 
ing  patients  "through  offices  like  cattle 
One  doctor,  urged  to  spend  less  tim 
with  patients,  says  she  was  "dancing 
fast  as  I  could."  The  quality  of  her  car 
suffered,  she  says,  and  she  eventual! 
left  the  insurer  group. 
IN  the  dark.  Insurers  reject  such  crit 
cism.  "Our  future  is  in  providing  car 
where  it's  of  high  quality,"  says  Micha 
A.  Stocker,  president  of  CIGNA  Healtl 
plan  Inc.  Some  doctors  praise  the  setv 
for  its  flexibility:  When  Aetna  doctoi 
balked  at  a  $260  bill  for  lab  wor 
Aetna  negotiated  to  get  the  b 
reduced  to  $87.  And  insurers  s£ 
they  are  opening  new  offices 
rural  and  growing  areas  th 
badly  need  doctors. 

What  seems  to  bother  cri 
ics  most  is  that  many  patien 
aren't  aware  of  the  relatio 
ship  between  their  doctor  ai 
their  insurer.  CIGNA  places  i 
name  on  a  doctor's  office  on 
in  certain  cases,  depending 
whether  the  doctor's  name 
CIGNA's  carries  more  clout, 
spokesman  says  Aetna  pick 
a  new  brand  name  for  its  off 
es  because  "people  react 
more  positively  in  surveys 
Health  Ways  than  the  Aetna  name." 

It's  not  surprising  that  many  peof 
feel  uneasy  about  their  doctor's  boss  I 
ing  an  insurer.  "It  gives  me  an  unco 
fortable  feeling,"  says  David  A.  Szyrru 
ski,  a  patient  in  a  Tampa  office  run 
CIGNA.  That  vague  distrust  is  somethi 
insurers  will  have  to  contend  with 
their  quest  for  doctors— and  patients  v 
have  to  deal  with  in  their  quest  for  t 
best-quality  care. 

By  Chris  Roush  in  Atlai 
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Fit  1 


VANGUARD 

Introduces  A  Less  Taxing 

Way  To  Invest. 


Today, 

mutual  fund 
investors 
are  seeing 
iow  taxes  significantly 
educe  returns  on  dividend 
ncome  and  capital  gains.  In 
esponse,  we  are  introducing 
Vanguard  Tax-Managed 
oind,  designed  to  give  you 
nore  in  aftertax  return.  The 
lew  Fund  combines  three 
actics  to  reduce  taxable 
apital  gains  distributions: 

Minimizing  Portfolio 
urnover.  An  index-oriented 
nvestment  approach  empha- 
lizes  low  portfolio  trading 
ictivity  to  closely  track  the 
arget  index.  Low  portfolio 
urnover  helps  defer  realiza- 
ion  of  capital  gains* 

Ising  Disciplined  Sell- 
Selection.  When  the  Fund 
nust  sell  specific  stocks  or 
)onds,  shares  with  the  high- 
?st  original  cost  will  be  sold 
irst.  Also,  the  Fund  will,  when 
)rudent,  sell  securities  to  realize 
osses  and  offset  realized  gains. 

Lncouraging  Long-Term  Investing. 

The  Fund  has  a  redemption  fee— 
1%  on  shares  redeemed  after  being 
leld  for  less  than  one  year,  or  1%  on 
shares  held  for  more  than  one  year 
Dut  less  than  five  years.  The  fee  is 
3aid  directly  to  the  Fund  to  help 
defray  transaction  costs. 

Further,  two  of  the  Portfolios 
seek  to  minimize  taxable  dividend 
distributions  by  emphasizing  low 
yielding  stocks. 


Building  Assets  By  Deferring  Taxes 


$54.1 


$37,640- 


Portfolio  A 

Capital  Gains 
Realized 
Annually 
For  20  Years 


Portfolio  B 

Capital  Gains 
Deferred 
And  Shares  Sold 
After  20  Years 


Portfolio  C 

Capital  Gains 
Deferred  And 
Shares  Inherited 
After  20  Years 


Consider  these  hypothetical  Portfolios,  each  with  a 
$10,000  initial  investment.  Assume  that  the  Portfolios  have 
identical  pretax  annual  total  returns  of  10%  (3%  income; 
7%  capital  gains ).  Compared  to  Portfolio  A, 
Portfolio  B generates  an  extra  $6,684  by  deferring  its 
capital  gains  over  20  years.  Portfolio  C  is  inherited  as  part 
of  an  estate  and  has  no  capital  gains  tax  liability. 
Lucky  heirs!  (Dividend  income  is  assumed  to  be  taxed 
annually  at  the  current  maximum  marginal  income  tax 
rate  of 39.6%,  and  realized  capital  gains  at  the 
maximum  rate  of  28%.) 


Capital  Appreciation 
Portfolio  seeks  to  provide 
growth  of  capital  by  invest- 
ing in  a  sample  of  stocks 
from  the  Russell  1000  Index 
of  large  and  medium  capitali- 
zation stocks.  To  minimize 
taxable  dividend  distri- 
butions, the  Portfolio 
emphasizes  stocks  with 
low  dividend  yields. 

Balanced  Portfolio  aims  to 
provide  a  combination  of  rea- 
sonable current  tax-exempt 
income,  and  long-term  capi- 
tal growth.  About  50%  of  the 
Portfolio  s  net  assets  will  be 
invested  in  intermediate- 
term  municipal  bonds  to 
provide  tax-free  income. 
The  remaining  50%  of  net 
assets  will  be  invested  in 
a  sample  of  the  stocks  from 
the  Russell  1000,  emphasiz- 
ing those  with  low  dividend 
yields. 

The  minimum  initial 
investment  is  $10,000  per 
Portfolio. 


Three  Low-Cost  Portfolios 
Combat  High  Taxes 

Thanks  to  their  index  orientation, 
the  Portfolios  are  expected  to  have 
expense  ratios  of  just  0.20%,  well 
below  the  average  of  1.38%  for  all 
equity  mutual  funds.** 

Growth  and  Income  Portfolio 

attempts  to  provide  growth  of  capi- 
tal and  moderate  current  income, 
using  the  Standard  &  Poor  s  500 
Composite  Stock  Price  Index  as  its 
benchmark. 


Call  1-800-833-5543 
For  A  Free  Information  Kit 

The  Kit  contains  a  Vanguard  Tax-Managed 
Fund  prospectus  with  more  complete  infor- 
mation on  distribution  charges  and  other 
expenses.  Please  read  it  carefully  before 
investing  or  sending  money. 

The  Portfolios  of  Vanguard  Tax-Managed 
Fund  are  neither  sponsored  by  nor  affiliated 
with  Standard  &  Poor's  Corporation  or  the 
Frank  Russell  Company. 

*The  Portfolios  may  realize  taxable  gains 
from  time  to  time,  and  shareholders  may  be 
required  to  pay  taxes  on  any  capital  gains 
realized.  **Lipper  Analytical  Services,  Inc. 
©  Vanguard  Marketing  Corp.,  Distributor 
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BANKING  I 


A  BANK  BOSS 
AT  THE  BRINK 


Regulators  and  shareholders  take  aim  at  Michigan  National's  CEO 


MYLOD:  CRITICS  BLAME  HIM  FOR  THE  BANK'S  i 


SMAL  0.2%  RETURN  ON  ASSETS 


The  post  of  chief  executive  officer  of 
a  bank  is  not  exactly  a  tenured  po- 
sition, but  it  usually  offers  more 
job  security  than  most  top  jobs  in  Cor- 
porate America.  That  makes  the  perilous 
plight  of  Robert  J.  Mylod,  CEO  of  Michi- 
gan National  Corp.,  if  not  unique,  highly 
unusual.  Just  about  everyone,  it  seems, 
wants  him  out. 

Michigan  National,  a  decade  ago  one 
of  the  most  aggressive  and  innovative 
banks  in  the  Midwest,  is  now  among 
the  most  vulnerable.  Its  financial  per- 
formance has  been  so  poor  that  officials 
from  the  Comptroller  of  the  Currency 
have  forced  Mylod  to  agree  to  accept 
closer  oversight  of  the  bank— at  a  time 
when  most  other  banks  have  been  gen- 
erating record  results. 
COOP  AT  HAND?  Shareholders  are  up  in 
arms.  Professional  investors  such  as  Mi- 
chael F.  Price  of  Heine  Securities  Corp., 
which  holds  5.5%  of  Michigan  Nation- 
al's stock,  have  denounced  Mylod's  per- 
formance. Other  outspoken  critics  in- 
clude Frederick  A.  Erb,  a  retired  MNC 
board  member,  and  Stanford  C.  Stod- 
dard, Mylod's  predecessor,  who  was 
ousted  from  the  bank  in  1984.  At  a  con- 
tentious annual  meeting  last  April,  fully 
one-third  of  the  votes  cast  failed  to  sup- 
port the  reelection  of  the  board  of  direc- 


tors, which  was  running  unopposed. 

The  MNC  board  is  up  for  reelection 
next  spring,  and  some  observers  are 
predicting  a  proxy  fight.  Others  foresee 
a  takeover.  Price,  for  one,  has  called  for 
a  sale  of  MNC.  As  the  state's  third-larg- 
est kink,  MNC  would  represent  a  major 
beachhead  in  the  thriving  Michigan  mar- 
ket, which  so  far  has  kept  most  out-of- 
state  banks  at  bay.  Analysts  say  poten- 
tial acquirers  include  Norwest  and  First 
Bank  System  of  Minneapolis;  Banc  One, 
KeyCorp,  and  National  City  of  Ohio;  and 
PNC  Bank  of  Pittsburgh. 

Mylod,  the  tall,  intense  former  presi- 
dent of  the  Federal  National  Mortgage 
Assn.,  who  almost  never  attends  indus- 
try events,  is  finally  making  changes. 
But,  says  Denis  Laplante,  a  banking  an- 
alyst at  Fox- Pitt  Kelton 
Inc.,  "It  may  l>e  too  lit- 
tle too  late."  Mylod  and 
other  MNC  officers  de- 
clined to  be  inter- 
viewed. 

New  manaK«'ment 
could  hardly  do  worse 
than  Mylod.  When  he 
took  over,  he  pledged  to 
push  return  on  equity, 
then  at  9%,  up  to  17% 
by  1988.  It  did  rise  to 
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29%  in  1988,  but  only  with  help  fro 
selling  the  bank's  credit-card  busines 
ROE  has  since  plummeted,  to  a  scant  3 
in  1993.  Return  on  assets,  at  a  dism 
0.2%,  was  the  lowest  of  the  61  U. ! 
banks  with  more  than  $10  billion  i 
assets. 

These  poor  results  stem  largely  froi 
decisions  by  Mylod.  One  example:  MNC 
push,  beginning  in  1987,  to  get  into  mor 
gage  servicing,  the  back-office  processin 
of  mortgage  loans.  With  the  recent  wav 
of  refinancing,  mortgage  loans  have  bee 
rapidly  retired  and  the  value  of  the  rig! 
to  service  them  has  fallen  precipitous! 
MNC  has  taken  write-downs  of  $186  mi 
lion  on  mortgage-servicing  rights. 

Expenses  have  been  another  big  pro! 
lem.  Most  big  banks  run  on  efficiency  r; 
tios— the  ratio  of  operating  expenses  t 
revenues— of  between  60%  and  65%,  a< 
cording  to  investment  bankers  Keef( 
Bruyette  &  Woods  Inc.  Lacking  decen 
cost-control  systems,  MNC's  efficiency  rs 
tio  was  87%  in  1993.  It  was  while  thes 
high  costs  were  being  booked  along  wit 
low  profits  that  regulators  tightene 
their  scrutiny. 
A  shaky  future.  This  year,  Mylod  ha 
at  last  begun  working  to  improve  MNC 
He  brought  in  Douglas  E.  Ebert  an 
Joseph  J.  Whiteside  as  chief  operatinj 
officer  and  chief  financial  officer,  respec 
tively.  Both  have  experience  in  turninj 
around  troubled  banks— and  sellinj 
them.  Mylod  has  also  retained  invest 
ment  bankers  Keefe,  Bruyette  &  Wood 
for  general  financial  advice.  He  has  sol< 
MNC's  Texas  operations,  and  hired  con 
sultant  and  cost-cutting  expert  Chandri 
ka  Tandon  of  Tandon  Capital  Associate; 
Inc.  The  bank's  results  are  improving 
Second-quarter  operating  earnings  rose 
to  $23.1  million,  up  from  $18.3  millioi 
in  the  first  quarter. 

Still,  skeptics  about  the  bank's  futun 
abound.  "The  same  people  who  tool 
[shareholders]  into  this  mess  are  th< 
ones  saying:  'We'll  take  you  out  of  i 
now,'"  fumes  former  CEO  Stoddard 
"They  aren't  listening  to  the  sharehold 
ers;  they're  listening  to  themselves." 

With  MNC  shares  trading  up  smartlj 
this  year,  investors  are  reaping  a  re 
ward.  But  analysts  sue! 
as  Bear,  Stearns  &  Co.'j 
Michael  K.  Diana  saj 
the  rise  is  due  mainlj 
to  takeover  speculation 
With  another  unruly  an 
nual  meeting  looming 
the  betting  is  that  My 
lod  won't  be  around  tc 
enjoy  the  benefits  oi 
housecleaning. 

By  James  B.  Treece  in 
I  h  i  mil 
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42  choices.  Not  counting  on  and  off 


Introducing  Club  World5" seat-back  entertainment.  First-run  and  classic  films.  Sports.  Cultural  and  current 
affairs.  Eight  channels.  Your  own  hi-definition  video  screen.  The  widest  range  of  programming  to  choose 
from.  Or  not.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


BRITISH  AIRWAYS 


The  worlds  favourite  airline'L^^ 
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Well  Engineered 
Actually  Improves 


One  of  the  most  impressive 
features  of  the  Deskpro  XI 
ts  Us  future.  Its  upgrade 
ability,  expandability  and 
flexibility  (and  countless 
other  Compaq- engineered 
abilities)  are  all  designed 
to  protect  your  investment 


It's  shoivtime.  Spectacular 
graphics  capabilities  i\c 
built  into  the  Dcskpro  XL, 
combined  with  the  VESA 
\d\anced  heaiure  Conner  - 
tor.  lay  the  groundwork  for 
high-end  design  work  and 
video  conferencinq 


If  you  use  a  powerful  computer,  you  know  how 
it  works:  The  day  you  bought  your  last  machine 
was  the  day  you  started  thinking  about  your 
next  one.  For  that  reason,  wed  like  to  introduce 
you  to  a  computer  you  can  always  look  forward 
to -the  new  Compaq  Deskpro  XL. 

Basically,  we've  designed  the  Deskpro  XL  to 
be  everything  you  could  ever  want  in  a  high- 
performance  desktop  computer. 
A  new  high  at  the  high  end.  So 
not  only  did  we  build  in  our  own 
industry-leading  technologies,  we 
added  the  flexibility  and  expandability  that  will  make  it  possible 
for  you  to  take  advantage  of  advances  still  to  come. 

Deskpro  XL's  powerful  PCI  local  bus,  with  integrated  32 -bit 

Fast  SCSI-2  and  Ethernet  capa- 
bilities, lets  you  add  the  most 
advanced  features -while  its 
EISA  slots  offer  compatibility 
with  the  thousands  of  existing 
options.  You  also  get  super-fast  QVision  PCI  graphics  with  crisp 
1280  x  1024  resolution.  So  with  the  Deskpro  XL, 
you  enjoy  maximum  performance  today,  with  a 
door  wide  open  for  future  growth. 

Standard  equipment,  of  course,  includes  tin 
Compaq  commitment  to  quality,  dependability 
and  value.  Which  comes  in  the  form  of  our  free 
three-year  warranty*  and  our  free  seven-day, 

24-hour  support. 

The  Deskpro  XL  starts  at  $2,599" 
and  is  available  now  at  your  nearest 
authorized  Compaq  reseller.  If  you'd  like  more  details  via  fax, 
call  us  at  1-800-345-1518,  select  the  PaqFax  option  and  request 
document  #4052.  You'll  find  that 
the  future  has  never  looked  better. 

COMPAQ 


It's  fast   Oh,  is  it  fast.  And  the  good  neivs  is,  n  mil  only 
get  faster  The  Deskpro  \l  '$  ad\anccd  architecture  makes 
it  easy  to  upgrade  to  future  processors  -  so  you  'll  be  able 
to  buy  more  speed  without  buying  a  new  computer 


The  Deskpro  XL  make 
upgrading  a  lot  easier 
with  its  Plug  and  Play 
capabilities.  Sen  U  ing 
is  a  snap,  too  -  no 
special  tools  required 


Our  Yocalyst  keyboard 
has  a  built-in  speaker, 
microphone  and  controls 
for  liusiness  Audio  -  to 
the  complete  power  of 

business  communication 
h  i//  alwaj  s  be  right  ui 
your  fingertips 


(t_  I994  Compaq  Computer  Corporation.  All  Rights  Reserved.  Compaq  and  Deskpro  Registered  U  S.  Patent  and  Trade- 
mark Office.  Voulvst  u  a  trademark  and  PaqFax  is  a  scr\ice  mark  of  Compaq  Computer  Corporation  Headline  News  is  a 
registered  service  mark  ol  Cable  News  Network,  Ine.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel 
Corporation.  'Certain  restrictions  and  exclusions  may  apply.  Monitors,  batterv  packs  and  certain  options  are  covered  b\ 
a  one-year  warrant)  Call  the  Compaq  Customer  Support  Center  and  select  the  PaqFax  opium  for  more  details  "Ktimated 
selling  priee;  aetual  pricing  ma\  varv 


Keep  A  Great  Thing 
Growing  America, 
Tree  City  USA 

You  can  help  make  your 
town  a  Tree  City  USA, 
make  your  neighborhood 
more  beautiful,  and  make 
your  home  more  valuable 
when  you  prune  and  care  for 
your  trees. 

A  free,  easy-to-follow 
"How  To  Prune"  guide  has 
been  prepared  by  The  National 
Arbor  Day  Foundation  to 
show  you  how. 

You'll  learn  how  to  shape 
and  guide  a  shade  tree  when 
it's  young  so  that  it  will  grow 
straight,  strong  and  healthy 
Keep  a  great  thing  grow- 
ing. Write  for  your  free 
booklet  today.  Send  your 
name  and  address  to:  How 
To  Prune,  National  Arbor 
Day  Foundation,  Nebraska 
City,  NE  68410. 


TREE  CITY  USA 

i  The  National 
[Arbor  Day  Foundation 
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A  NEW  SHOT  AT  THE  DEFICIT 


A  hot  T-bill  market  may  help  to  tame  inflation 


Staring  at  the  numbers  flashing 
across  his  computer  screen,  Alex- 
ei  Kurdukov  whispers  into  his  cra- 
dled receiver,  listens,  then  types  a  series 
of  numbers.  "They  bit!"  he  yells  a  few 
minutes  later.  Kurdukov,  a  22-year-old 
senior  trader  for  Troika  Dialog  Invest- 
ment Co.,  has  just  sold  $38,400  worth  of 
three-month  Russian  Treasury  bills. 

Russia  has  quietly  been  building  an 
important  capitalist  foundation:  a  T-bill 
market.  Although  tiny  compared  with 
the  $714  billion  of  short-term  U.  S. 
Treasury  bills  outstanding,  the  Russian 
market  is  growing  rapidly  (chart)  and 
could  turn  into  a  much- 
needed  inflation-fight- 
ing tool  for  President 
Boris  Yeltsin.  The  new 
market  soaks  up  liquid- 
ity and  lets  the  govern- 
ment finance  its  $10.5 
billion  deficit  by  rais- 
ing capital  rather  than 
by  printing  ever  more 
rubles. 

The  willingness  of  in- 
vestors—mostly domes- 
tic banks  and  insur- 


PUMPING  OUT  DEBT 
INSTEAD  OF  RUBIES 


1,500 


1,000 


MAY  8,  '93  JAN.  18,  '94        AUG  9 

A  BILLIONS  OF  RUBLES 

DATA:  CENTRAL  BANK  OF  RUSSIA 


ers— to  buy  the  bills  in  Russia's  unrul 
economy  is  a  sign  of  growing  confidenc 
that  the  government  is  making  inroad 
against  inflation.  Indeed,  monthly  infla 
tion  is  down  to  4.6%,  versus  29%  a  ye 
ago.  Still,  the  ruble-denominated,  zero 
coupon  bonds  carry  heavy  yields,  equi 
alent  to  25%  to  30%  in  hard-currenc 
terms. 

Western  bankers  give  the  Centr 
Bank  of  Russia  credit  for  creating  a 
efficient  market.  For  two  hours  eacl 
weekday,  Kurdukov  and  54  other  dealer: 
share  a  room  at  the  Moscow  Interbanl  | 
Currency  Exchange  (Micex),  near  Gorki 
Park,  and  trade  Rus 
sian  government  secur] 
ities  by  computer.  Ah 
T-bill  trading  is  doni 
electronically  under  sui 
pervision  of  the  centra 
bank,  which,  as  in  morl 
developed  markets, 
may  intervene  by  bvm 
ing  bills.  "It's  the  onlj 
real,  liquid  securities 
market  today  in  Rusj 
sia,"  says  Miljenko  Hor 
vat,  president  of  Citi] 
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LEAPER5HIP  15  BEING  SUCCE55FUL  FOR  OVER  125  S'EARS. 

These  days,  especially  in  the  financial  world,  a  company  that's  over  a  century  and  a  quarter 
old  is  obviously  doing  the  right  things.  MetLife  was  founded  in  1868  and  since  then  we've  become 
the  largest  issuer  of  life  insurance  in  North  America  (face  value  $1.2  trillion).  We  have  $8.1  billion 
in  total  capital,  $163.4  billion  in  assets  under  management,  and  in  1993  paid  out  $32.2  billion 
to  policyholders  and  beneficiaries.  Nothing  succeeds  like  success. 

SETMET.ITPAV5! 

&  MetLife 

SNOOPY:  ©  1958,  United  Feature  Syndicate,  Inc.  94074W6-MLIC-LD  ©  1994  Metropolitan  Life  Insurance  Co.,  NX  NY 


Turn  your  excess  inventory  into  a 
tax  break  and  help  send  needy 
kids  to  college. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can 
mean  a  generous  tax  write  off  for  your  company. 

Call  (708)  690-0010 

Post  Office  Box  3021 
Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


1  ■■■■■■■■■i 

bank  in  Moscow.  Russia's  fledgling  stoc 
market  has  little  liquidity  and  is  tainte 
by  scandals  such  as  the  mmm  pyrami) 
scheme.  And  there's  no  corporate  bon 
market  to  speak  of  so  far. 

T-bill  revenues  have  already  made 
.dent  in  the  deficit.  Since  the  first  auctio 
in  May,  1993,  more  than  $1.5  billion  ha 
been  transferred  to  government  coffer; 
Over  $2.25  billion  of  three-  and  si> 
month  bills  are  in  circulation,  and  dail 
trading  volume  in  the  secondary  marke 
exceeds  $25  million.  Encouraged  by  th 
success,  the  government  plans  to  ii 
crease  the  frequency  and  size  of  auc 
tions,  broaden  the  distribution  networl 
and  interest  investors  in  longer-term  s« 
curities:  An  auction  of  one-year  bills  i 
set  for  September. 

The  government  also  plans  to  turn  t 
the  capital  markets  to  help  solve  th 
$25  billion  problem  of  interenterpris 
debt.  Starting  next  month,  central  ban 
branches  across  Russia  will  begin  sellin; 
$600,000  worth  of  one-year  bonds.  Th 
government  will  use  the  revenue  to  pa; 
off  its  debt  to  enterprises.  The  theory  i 
that  once  factory  managers  receive  th' 
money  the  government  owes  them,  the; 
can  pay  their  debts  to  each  other.  Thi 
new  financing  is  intended  to  help  hal 
the  vicious  circle  of  debt  hobbling  tht 
government  and  state-owned  enterprise 
high  expectations.  But  given  Russia'; 
chaotic  economy,  longer-term  securitie: 
may  not  be  popular.  In  fact,  the  most  re 
cent  auction  of  six-month  bills  wa: 
undersubscribed  by  42%.  "If  the  govern 
ment  wants  to  increase  its  long-term  se 
curities,  it  will  have  to  offer  much  high 
er  returns,"  says  Victor  Huaco,  presiden 
of  lts  Finance,  a  Moscow-based  financia 
boutique  set  up  with  foreign  capital. 

So  far,  foreign  investors  have  onb 
dipped  their  toes  in  the  Russian  T-bil 
market.  That's  partly  because  dealer: 
are  prohibited  from  selling  more  thai 
10%  of  their  T-bill  portfolio  to  foreigners' 
But  some  Western  bankers  feel  the  risk 
of  investing  in  government  debt  maj 
outweigh  the  potential  rewards.  "Tht 
T-bill  market  in  Russia  is  probably  th( 
most  adventurous  of  any  fixed-incomt 
emerging  market  we've  looked  at,"  says 
Dirk  Damrau,  director  of  emerging  mar 
kets  research  at  Salomon  Brothers  ir 
London. 

If  Yeltsin  continues  to  prop  up  fail- 
ing enterprises  with  subsidies,  he  coulc 
undermine  the  T-bill  market's  inflation 
busting  potential.  Like  bond  markets 
the  world  over,  this  one  will  demanc 
higher  yields  if  inflation  expectations 
rise.  But  with  more  and  bigger  auctions 
ahead,  the  central  bank  is  clearly  con 
vinced  that  buyers  will  keep  on  biting. 

By  Patricia  Kranz  in  Moscou 
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What's  the  Sound  of  a  Phone  Not  Ringing? 


TEXT  Our  F9600 
enables  multiple 
users  to  instantly 
exchange  documents, 
strategies  and  ideas 
without  sending 
faxes  or  trans- 
ferring files. 


MAIL  The  Fujitsu 
Multimedia  Platform 
PBX  allows  you  to 
generate  and  trans- 
port multiple  types 
of  messages  so  you 
can  manage  your 
mail,  not  just 
access  it. 


IMAGE  Is  there 
data-intensive 
information  you 
want  to  access  from 
across  the  country? 
Our  multimedia 
network  will  let  vou 
quickly  retrieve 
it  from  another 
location,  regardless 
of  format. 


BROADBAND 

With  our  ATM 
backbone  for  your 
broadband  network, 
you'll  be  able  to 
transfer  audio,  video 
and  data  applica- 
tions at  multi- 
gigabit-per-second 
speeds. 


VIDEO  Our  new 

\riewNet  5  Series'" 
videoconferencing 
system  allows 
managers  to  huddle 
at  a  moment's  notice, 
saving  thousands  on 
travel  and  loss-of- 
work-hour  costs. 


If  it's  the  Fujitsu  F9600  Multimedia  Platform  PBX,  it's  the  sound  of  digital  information  silently 
bit-streaming  its  way  to  desktops  around  the  country.  Our  F9600  Multimedia  Platform  PBX  can  transmit 
text,  voice  and  e-mail,  video,  graphics,  audio  —  the  works  —  to  anyone  you  select.  Anytime.  Anywhere. 
It's  all  part  of  our  strategy  to  provide  your  enterprise  with  the  future  —  networks  that  enable  your 
people  to  share  all  kinds  of  information  to  get  more  work  done.  Intuitively,  instantly,  intelligently. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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BY  GENE  G.  MARCIAL 


A  RED-TAG 
SPECIAL  AT 
MERCANTILE  STORES? 


The  retail  trade  might  call  Mer- 
cantile Stores  a  slow  mover.  But 
lately,  the  shares  have  become 
too  cheap  to  ignore:  They  fell  from  41 
in  March  to  30  in  June— before  moving 
back  up  to  38  on  Sept.  6. 

"Mercantile's  stock  has  been  on  its 
keister  for  years,"  notes  Ted  Aronson, 
managing  partner  at  Philadelphia's  Ar- 
onson &  Fogler,  which  shepherds  some 
$1  billion.  "But  it's  my  kind  of  a  stock," 
he  adds,  "trading  below  book  value 
and  selling  at  rock-bottom  multiples  of 
assets  and  earnings— in  spite  of  a  de- 
cent management."  Analysts  put  Mer- 
cantile's 1995  book  value  at  more  than 
$40  a  share. 

A  couple  of  very  large  chains— Dil- 
lard  Department  Stores  and  May  De- 
partment Stores— have  noted  the  mar- 
ket's undervaluation  of  Mercantile, 
which  operates  some  100  stores,  most- 
ly located  in  the  South  and  Midwest. 
The  company  posted  1993  sales  of  $2.7 
billion.  One  industry  insider  says  both 
Dillard  and  May  have  approached  Mer- 
cantile about  the  possibility  of  a  mer- 
ger or  buyout. 

No  deal  is  possible  unless  the  Milli- 
ken  family,  which  owns  some  40%  of 
the  stock,  agrees.  Roger  Milliken,  head 
of  the  family  and  a  Mercantile  board 
member,  has  long  resisted  a  sale.  But 
now  in  his  late  70s,  he  has  had  a 
change  of  heart,  says  a  New  York  mon- 
ey manager  who  has  been  buying  the 
shares.  The  Millikens,  who  also  own  a 
textile  company  in  Spartanburg,  S.  C, 
have  rejected  one  "tentative  and  unof- 
ficial $50-a-share  offer"  from  another 
major  chain,  says  this  source. 
DYNASTY.  "Milliken  is  now  willing  to 
sell  the  family's  stake  at  a  price  closer 
to  $60  a  share,"  says  this  source.  Two 
other  family  members  on  the  board— 
Gerrish,  a  brother  of  Roger  Milliken, 
and  Minot,  a  cousin— are  expected  to 
go  along  with  the  patriarch.  Mercantile 
Treasurer  William  Carr  says  he's 
aware  of  the  rumors  but  that,  as  a 
matter  of  policy,  the  company  won't 
comment  on  them.  Calls  to  Roger  Mil- 
liken, Dillard,  and  May  weren't  re- 
turned. 

Dillard,  which  operates  227  stores 
in  20  states,  mainly  in  Florida,  Louisia- 
na, Missouri,  and  Texas,  posted  reve- 


MERCANTILE:  AT  A 
PREMIUM  IN  A  BUYOUT 
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nues  in  1993  of  $5.1  billion.  May,  whose 
201  stores  include  Lord  &  Taylor  and 
Filene's  Basement,  reported  revenues 
last  year  of  $11.5  billion. 

Analysts  note  that  Mercantile  has 
been  losing  market  share.  They  say  a 
comparison  of  same-store  sales  shows 
volume  on  the  decline.  As  a  result, 
profits  have  been  lackluster.  Earnings 
of  $2.36  a  share  for  the  year  ended 
Jan.  31,  1994,  were  no  improvement 
on  the  year  before.  In  1995,  analysts 
expect  $2.70  to  $2.80. 


REALLY  GETTING 
THE  LEAD  OUT 


■  nvestment  adviser  Tom  Fendrich 
I  has  made  a  big  bet  on  Integrated 
H  Resources  Technologies  to  get  a 
jump  on  lead.  The  company  is  in  the 
business  of  removing  and  hauling  as- 
bestos and  lead  from  public  and  private 
buildings. 

The  Environmental  Protection  Agen- 
cy, he  notes,  has  set  stringent  lead-re- 
moval guidelines,  based  on  evidence 
that  lead  exposure  is  immediately  tox- 
ic—even at  low  levels.  For  Integrated, 
the  real  kick  is  the  projected  earnings 
stream  from  lead-removal  contracts. 
The  initial  impact  of  the  regulations, 
which  take  effect  next  year,  will  be 
on  houses  and  buildings  for  sale.  They 
will  need  to  be  free  of  lead  paint.  A  lot 
of  remedial  work  will  be  needed,  which 
is  estimated  by  experts  to  amount  to 
billions  of  dollars,  says  Fendrich. 
"Starting  next  year,  the  removal  of 
lead-based  paint  from  buildings  will  be 
a  huge  business,  and  Integrated  will  be 
a  pure  play  in  it,"  says  Fendrich,  who 


has  been  accumulating  shares,  trading 
now  at  2. 

He  figures  Integrated's  revenues  will 
jump  from  $7  million  for  the  year  end 
ed  Apr.  30,  1994,  to  $11  million  for  fis 
cal  1995.  Earnings,  he  figures,  will  soar 
to  50<T  a  share  next  year,  up  from  3<f 
'  in  1994.  By  1996,  Fendrich  expects  the 
full  impact  of  lead  and  asbestos  work 
to  hit  the  bottom  line,  and  he  sees 
earnings  of  75<P.  The  stock  price,  he 
believes,  will  reach  8  in  two  years. 


OUT  IN  FRONT  AT 
THE  TRAILER  PARK 


Something  unusual  has  hit  Wall 
Street:  Mobile  homes  are  hot 
traditional  houses  are  not.  The 
abrupt  rise  in  interest  rates  has  jolted 
housing  stocks,  which  have  all  but 
withered.  But  not  mobile  homes.  Oak 
wood  Homes,  which  makes  and  sells 
trailers,  has  outshone  the  rest  of  the 
group:  Its  shares  have  climbed  from  19 
a  share  in  mid-April  to  29.  What's  fir 
ing  it  up? 

"Oakwood  just  keeps  on  beating  an 
alysts'  earnings  estimates  every  quar 
ter  by  a  quite  a  margin,"  says  Barbara 
Allen  of  Donaldson,  Lufkin  &  Jenrette 
Securities.  Merrill  Lynch  analyst  Bob 
Curran  agrees:  "Once  again,  quarterly 
earnings  substantially  exceeded  con 
sensus  and  our  expectations,"  he  says 
referring  to  Oakwood's  latest  period 
when  earnings  jumped  32%. 

"We  keep  on  raising  our  estimates 
and  Oakwood  just  keeps  on  exceeding 
them,"  says  Donaldson's  Allen,  who 
thinks  the  company  will  post  even  bet 
ter  results  next  year.  "The  stock  i 
significantly  undervalued,"  she  says 
despite  its  recent  advance.  Over  the 
near  term,  Allen  sees  it  hitting  th 
high  30s. 

One  factor  fueling  the  optimism  i 
Oakwood's  acquisition  in  June  of  Gold- 
en West  Homes,  a  California  producer 
of  multisection  mobile  homes.  Allen  I 
figures  the  purchase  for  stock  of  Gold- 
en West  will  kick  up  earnings  signifi- 
cantly: She  has  raised  her  1995  earn 
ings  projection  from  $1.75  a  share  to 
$1.90.  Oakwood  President  and  CEO 
Nicholas  St.  George  says  he  sees  no 
problems  with  the  estimates. 

One  Oakwood  believer  is  Fidelity 
Management  &  Resources,  which  has 
accumulated  a  13%  stake.  Indeed,  the 
mobile-home  company  boasts  of  an  ar- 
ray of  blue-chip  investors  such  as  J.  P. 
Morgan,  Mellon  Bank,  and  Neuberger 
&  Berman. 
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A  Tradition  Begins 


6Men  the  Presidents  Cup  Match  is  first  played  this  month,  it  will  have  everything 
one  could  want  from  a  golf  event — except  tradition.  The  same  could  be  said  of 
Robert  Trent  Jones  Golf  Club,  the  site  of  the  inaugural  match. 
Well,  tradition  may  not  be  too  far  behind. 
Robert  Trent  Jones  Golf  Club,  on  the  shores  of  Lake  Manassas  in  Gainesville,  VA, 
has  been  open  for  play  for  only  three  years.  But,  in  that  short  time,  RTJGC  has  developed  a 

reputation  as  a  tremendous  test  of  golf  in  an  almost  unmatched  setting. 
"We  wanted  to  create  a  'destination  club,"'  said  Clay  Hamner,  the  club  secretary  who  was 
instrumental  in  its  development.  "It  would  be  a  place  where  the  CEOs  and  others  who  had 
business  in  Washington  could  stay,  play  and  entertain.  There  are  other  clubs  like  it  (Pine  Valley  and 
Augusta  National,  for  example),  but  none  between  New  Jersey  and  Georgia." 
The  story  of  how  Robert  Trent  Jones  Golf  Club  came  to  be  is  evidence  of  what 
strong-willed  people  with  an  idea,  and  the  means  to  see  it  through,  can  do. 


Han/ 
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HOW  IT  CAME  TO  BE 

It  begins  with  the  man  whose  name  the 
club  bears,  the  renowned  golf  course  architect 
Robert  Trent  Jones.  In  the  late  1 960s  Jones 
spotted  a  1 ,  1 30-acre  tract  of  land  in  north- 
eastern Virginia  and  purchased  an  option  on  it 
with  an  eye  toward  building  a  course. 

After  exercising  the  option  in  1 987, 
Jones  began  the  search  for  investors.  He  first 
approached  Dave  Thomas,  founder  of  and 
spokesman  for  Wendy's  Restaurants,  with  his 
desire  to  build  a  spectacular  club  on  the  proper- 
ty he  had  seen  all  those  years  before.  Thomas  is 
a  member  of  Coral  Ridge  Country  Club  in  Fort 
Lauderdale,  Fla.,  a  club  owned  by  Jones. 

Thomas  quickly  directed  Jones  to  Hamner, 
a  financial  consultant  and  professor  at  Duke 
University,  who  handled  some  of  Thomas's 
investments.  Once  they  had  attracted  the 
necessary  funds,  which  included  financial 
support  from  the  Bishop  Trust  of 
Hawaii,  construction  of  the  course  got 
underway. 

B.R  Russell,  president  of  the  club, 
who  had  developed  a  wide  array  of  corpo- 
rate contacts  in  business  and  as  chairman 
of  the  United  States  Golf  Association 
Endowment  Fund,  spearheaded  the 
search  for  members. 


"We  were  looking  for  the  bright,  ener- 
getic, well-known  brand  of  CEO,"  explained 
Russell,  who  fit  that  description  when  he  led 
Crum  and  Forster. 

"The  board  was  well  received,"  continued 
Russell.  "We  were  able  to  attract  a  group  of 
people  who  were  successful  and  fun  to  be 
around.  Good  folks." 

They  also  attracted  a  diverse  group.  The 
Board  of  Governors  currently  includes  the  likes 
of  Judy  Bell,  a  prominent  Colorado  business- 
woman and  vice  president  of  the  USGA; 
Vernon  E.  Jordan  III,  former  head  of  the  Urban 
League  and  now  a  Washington  lawyer;  and 
Jaime  Ortiz- Patino,  who  is  president  of 
Valderrama,  the  club  in  Barcelona,  Spain  that 
will  play  host  to  the  1 997  Ryder  Cup  Match. 

Construction  of  the  course  was  com- 
pleted in  1 990,  but  it  was  not  opened  for  play 
for  another  year,  giving  it  time  to  mature. 


Work  then  began  on  the  clubhouse,  which 
opened  in  1992. 

Once  opened,  it  took  little  time  for 
Robert  Trent  Jones  G.C.  to  gain  a  reputation 
as  a  fine  test  of  golf,  in  part  due  to  the  club's 
willingness  to  entertain  outside  tournaments. 

"We  wanted  our  course  not  only  to  be 
great  for  our  members,"  explained  Russell, 
"but  also  a  challenging  test  for  a  major  golf 
event." 

Last  year,  the  club  was  the  scene  of  an 
outing  staged  in  conjunction  with  the  National 
Sports  Awards  banquet  in  Washington.  It  was 
then  that  PGA  TOUR  Commissioner  Tim 
Finchem  and  his  predecessor,  Deane  Beman, 
first  played  the  course. 

"They  already  had  been  discussing  The 
Presidents  Cup  Match  as  a  concept,"  recalled 
Hamner.  "I  think  this  is  where  the  idea  gelled." 
"The  club  has  everything  we  were 
looking  for  in  a  site,"  said  Finchem. 
"Proximity  to  Washington,  a  strong 
membership,  a  magnificent  clubhouse." 

Rave  reviews,  to  be  sure.  But  the  kind 
of  plaudits  the  members  of  Robert  Trent 
Jones  Golf  Club  have  grown  accustomed 
to  receiving,  thanks  to  the  foresight  and 
hard  work  of  its  namesake  and  those 
around  him,  who  turned  the  vision  he 
had  in  the  late  1 960s  into  a  reality. 
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The  par-four  1 8th  hole  requires  a  long 
and  accurate  tee  shot. 


U NMATCHt d  Leadership 


Gerald  R.  Ford,  the  38th  President  of  the  United  States,  will  be  the 
Honorary  Chairman  for  the  inaugural  Presidents  Cup  Match. 

President  Ford  was  elected  to  the  U.S.  House  of  Representatives  in 
1 948  and  served  in  Congress  for  25  years.  He  became  Vice  President 
on  December  6,  1973  and  succeeded  Richard  M.  Nixon  as  President 
on  August  9,  1 974,  serving  until  January  20,  1 977. 

Given  his  interest  in  the  game  of  golf,  President  Ford  was  a  natural 
and  logical  choice  to  be  the  first  Honorary  Chairman. 

President  Ford  chairs  a  Presidents  Cup  Committee  that  includes  the 
heads  of  golf  organizations  worldwide.  The  committee  members  are: 


Irian  Allan,  Chief  Executive,  PGA  Tour  of  Australia 

lichael  Bonallack,  Secretary.  Royal  and  Ancient 
Golf  Club  of  St.  Andrews,  Scotland 

irent  Chalmers,  Executive  Director,  PGA  of  South  Africa 

Imothy  W.  Finchem,  Commissioner,  PGA  TOUR 

eg  Murphy,  President,  United  States  Golf  Association 


B.R  Russell,  President,  Robert  Trent  Jones  Golf  Club 

Gary  Schaal,  President,  PGA  of  America 

Jack  Stephens,  Chairman,  Augusta  National  Golf  Club 

Thomas  Wulff,  President  American  Golf  Sponsors 

Edmond  J.H.  Yong,  Secretary  General,  Asia-Pacific 
Golf  Confederation 


A  Global  C  h  a  i  l  t  n  g  t 


The  Presidents  Cup  Match  has  been  on 
ie  PGA  TOUR  schedule  only  since  March, 
ut  the  international  match  play  event  has 
een  long  overdue. 

"The  great  success  of  the  Ryder  Cup  in 
ie  last  few  years  had  a  lot  to  do  with  the 
icreased  pressure  from  our  players,  the 
"iedia  and  golf  fans  for  more  match  play 
vents.  We  have  responded  to  the  demand 
nth  a  high-quality  event,"  said  PGA  TOUR 
Commissioner  Tim  Finchem. 

"Some  of  the  top  international  players 
n  our  TOUR — David  Frost,  Greg  Norman, 
Jick  Price  and  others —  had  expressed  a 
rong  desire  to  have  a  match  play  experience," 
inchem  noted.  The  Presidents  Cup  fills  that 
competitive  void. 

"This  brings  the  top 
players  from  the  rest 
of  the  world  into  a 
match-play  battle 
with  the  U.S.  for  the 
first  time,"  Norman 
said.  "We're  all  really 
excited  about  playing 
in  the  Presidents  Cup." 
Hale  Irwin, 
named  captain 
of  the  United 
States  Team, 
says  he 
feels  the 


American  side  will  respond  to  the  challenge. 

"The  Presidents  Cup  is  going  to  be  a  great 
event,"  Irwin  said.  "Not  only  am  I  looking  for- 
ward to  being  captain,  I  hope  to  play  my  way 
onto  the  team." 

The  first  ten  places  on  the  1 2-man  United 
States  Team  will  be  filled  based  on  official  money 
earned  from  the  1 993  Greater  Milwaukee  Open 
through  this  month's  NEC  World  Series  of  Golf. 
Irwin  will  select  players  to  fill  the  other  two  spots. 

Australia's  David  Graham,  winner  of  the 
1979  PGA  Championship  and  1981  U.S.  Open, 
will  be  captain  of  the  International  Team.  The 
first  ten  spots  on  his  team  will  come  from  the 
Sony  World  Rankings  after  the  NEC  World 
Series  of  Golf.  He  then  will  select  the  final 
two  members  of  his  squad. 

"It's  an  honor  to  be  selected  as  the  first 
captain  of  the  International  Team  for  the 
Presidents  Cup,"  Graham  said.  "It  promises 
to  be  a  great  event  on  a  course  that  will  be 
terrific  for  match  play  competition." 

The  two  captains  aren't  the  only  ones 
excited  about  the  new  event.  Fred  Couples, 
a  mainstay  of  United  States  teams  in  other 
international  competitions  in  recent  years, 
missed  several  months  earlier  this  year  due 
to  a  back  injury,  but  says  he  hopes  to  be  in 
top  form  for  the  Presidents  Cup. 

"I  think  the  Presidents  Cup  is  an  exciting 
idea,  and  I  look  forward  to  having  a  chance 
to  be  part  of  it,"  Couples  said.  "I  enjoy  team 


The  Presidents  Cup  gives  th 
world's  best  players  a  chan< 
to  compete  head-to-head  fo 
their  favorite  charity 


Jeff  Maggert,  United  States 


Nick  Price,  Zimbabwe 


Davis  Love,  United  States 


Captains  David  Graham  and  Hale  Irwin. 


Greg  Norman,  Australia 


The  second  hole  is  a  demanding  uphill  par  four  with  a  severely  contoured  green. 


events  very  much,  and  I  know  the  U.S. 
Team  will  be  facing  a  very  strong  Inter- 
national Team  with  many  of  the  world's 
best  players." 

"The  Presidents  Cup  is  a  great 
opportunity  for  those  of  us  who  cannot 
qualify  to  play  in  the  Ryder  Cup,"  says 
Zimbabwe's  Nick  Price,  the  1993  PGA 
TOUR  Player  of  the  Year.  "I'm  excited 
about  playing,  and  I'm  sure  it  will  be  very 
closely  contested." 

The  method  of  determining  the 
U.S.  Team  means  that  Irwin  likely  will 
have  to  wait  until  the  conclusion  of  the 
NEC  World  Series  of  Golf  before  he 
knows  what  his  roster  will  be.  Graham,  on 
the  other  hand,  has  had  a  good  idea  of  his 
lineup  for  some  time.  That  is  because  the 
Sony  World  Rankings  are  based  on  three 
years  of  player  performance,  meaning 
there  is  less  movement  on  the  list  from 
week  to  week. 

In  addition  to  Frost  (South  Africa), 


Norman  (Australia)  and  Pnce  (Zimbabwe), 
Graham  hopes  to  draw  from  the  likes  of 
1 993  NEC  Worid  Senes  of  Golf  winner 
Fulton  Allem  and  Mark  McNulty  of 
South  Africa,  Vijay  Singh  of  Fiji,  Steve 
Elkington  and  Craig  Parry  of  Australia 
and  Frank  Nobilo  of  New  Zealand 
when  choosing  a  lineup. 

The  Presidents  Cup  offers  no  prize 
money.  Net  revenues  will  be  divided  into 
26  equal  shares  for  the  players  and  captains 
of  both  teams  to  donate  to  charities  or 
golf-related  projects  of  their  choosing 
through  PGA  TOUR  Charities,  Inc. 

Beyond  that,  the  players  are  com- 
peting for  personal  and  national  pride. 

Chip  Beck,  a  hero  of  the  victorious 
United  States  Team  at  the  1 993  Ryder 
Cup  Match,  is  among  the  players  excited 
about  the  possibility. 

"I  think  it  is  a  wonderful  thing  that  we 
have  another  international  competition 
of  this  magnitude,"  Beck  said.  "I  enjoy 


competing  against  the  best  and  representing 
my  country.  Match  play  is  a  great  equal- 
izer where  the  will  to  win  is  even  more 
important  than  shotmaking." 

Shotmaking  will  be  at  a  premium  at 
Robert  Trent  Jones  Golf  Club,  which 
the  famed  designer  describes  as  "my 
masterpiece"  among  the  more  than  450 
courses  he  has  created  in  34  countries. 

Bordering  Lake  Manassas  amid  the 
rolling  hills  of  Virginia,  an  easy  drive 
from  Washington,  D.C.,  the  "battle- 
ground" where  Captains  Graham  and 
Irwin  will  lead  their  charges  has  a  link  to 
the  history  of  the  region.  Military'  history 
buffs  know  the  area  as  the  site  of  the 
first  and  second  Battles  of  Bull  Run  in 
the  Civil  War. 

No  one  expects  the  battle  for  the 
Presidents  Cup  to  be  as  contentious  as 
those  earlier  confrontations.  But,  at 
least  in  golf's  annals,  the  results  shouid 
go  down  in  history,  too. 


NTtRNATIONAL  MATCH  P LAY  COMPETITION 

September  12-18,  1994 

/  Robert  Trent  Jones  Golf  Club 

Lake  Manassas,  Virginia 

For  ticket  information  call:  1-800-668-6875 
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Gain 

Practical 
Solutions 
to  Today's 
Business 
Challenges 


Sprint  BML 
Business  Solutions 


Business  Week  is  proud  to  present  an  on-the-road  series  of 
seminars  for  senior-level  executives  who  want  to  learn  how 
to  achieve  high  performance  by  linking  technology  to  their 
business  visions. 

The  1994  Business  Roundtables: 

Meeting  the  Business  Performance  Challenge 

This  engaging  series  brings  attendees  face-to-face  with  key  business 
leaders  and  political  figures  in  their  regions.  Learn  how  technology 
can  improve  company  performance  in  sales,  marketing,  finance, 
and  customer  management  and  how  specific  regional  factors  can 
influence  your  business  strategies.  The  roundtables  will  be  held 
at  the  following  locations  across  the  country: 


Detroit -September  19. 1994 

Omni  Internationa/  Hotel 
Featuring:  Mayor  Dennis  Archer 

Denver -September  21. 1994 

Loews  Giorgio  Hotel 

Featuring:  Mayor  Wellington  Webb 

Houston  -  September  23.1994 

The  Houstonian  Hotel 
Featuring:  Mayor  Bob  Lanier 

Boston  -  October  24.1994 

The  Copley  Plaza 

Featuring:  Mayor  Thomas  Menino 


Don't  miss  this  opportunity  to  make  important  connections  with 
influential  executives  and  political  leaders  in  your  region,  while 
gaining  practical  solutions  to  today's  business  challenges. 


Philadelphia  -  October  26.1994 

The  Rittenhouse 

Featuring:  Mayor  Edward  Rendell 

Atlanta  -  October  28.1994 

Stouffer  Waverly  Hotel 

Featuring:  Mayor  William  Campbell 

San  Diego  -  November  10. 1994 

La  Costa  Resort  &  Spa 
Featuring:  Mayor  Susan  Go/ding 


o  register  for  these  Business  Week  Roundtables,  call  the 
lusiness  Week  registrar:  for  Detroit,  Houston,  Plnladelphia, 
r  San  Diego  -  (800)  265-4314,  for  Denver,  Boston, 
r  Atlanta  -  (800)  265-4316;  fax  your  response  to 
212)  512-6281,  or  mail  this  coupon  to: 

bin  McKenna 

tus i ness  Week 

Executive  Programs 

221  Avenue  of  the  Americas,  36th  floor 

Mew  York,  NY  10020 
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Bali 


A  DESTINATION 
CLOSE 
TO  HEAVEN 


When  my  husband 
and  I  were  contem- 
plating our  honey- 
moon last  summer,  we  devel- 
oped a  case  of  vacation 
schizophrenia  that  pitted  our 
quest  for  adventure  against 
our  desire  to  recover  quietly 
from  our  wedding.  We  decided 
to  try  a  new  hemisphere  and, 
in  September,  went  to  Bali,  an 
Indonesian  island  that  accom- 
modates culture  vultures  as 
well  as  idle  hedonists.  Indone- 
sia is  an  archipelago  made  up 
of  more  than  13,000  islands, 
and  Bali  is  a  small  one  sand- 
wiched between  Java  and 
Lombok.  Unlike  most  Indone- 
sians, who  are  Muslim,  the 
Balinese  are  Hindu.  They  are 
also  devout:  Almost  every  day, 
there  is  some  type  of  religious 
festival  or  barong  dance  that 
outsiders  are  welcome  to 
attend,  sometimes  for  a  small 
fee. 

Though  thousands  of  tour- 
ists visit  Bali  every  year,  most 
of  it  remains  a  virtually  un- 
spoiled paradise.  The  island  is 
covered  year-round  with  lush 


foliage,  vivid  flowers  used  as 
offerings  to  the  gods,  and 
wood  or  stone  statues  repre- 
senting various  deities.  Bali 
has  volcanoes,  beaches,  ancient 
temples,  art  galleries,  and 
small  museums.  It  has  cheap 
rooms  known  as  losmen— usual- 
ly part  of  people's  houses,  they 
cost  just  a  few  dollars  a 
night— and  luxury  hotels,  as 
well  as  easily  avoided  discos 
and  fast-food  restaurants. 
lotus  petals.  You  can  do  a 
lot  in  Bali,  or  you  can  do 
nothing  at  all.  We  did  both. 
We  spent  the  first  half  of  our 
trip  at  Amandari,  a  magnifi- 
cent, low-key  hotel  nestled  in 
rice  paddies  near  Ubud,  the 
island's  cultural  center.  (In  the 
U.  S.,  the  number  is  800  223- 
1588.)  Rooms  start  at  $330 
per  night— high  for  Bali,  but 
Amandari  is  the  closest  thing 
to  heaven  I've  ever  seen.  Af- 
ter our  24-hour  Singapore 
Airlines  flight,  with  stopovers 
in  Frankfurt  and  Singapore 
($1,360  round-trip  from  New 
York),  a  staff  member  greeted 
us  at  the  airport  in  Denpasar 
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—with  hot  towels,  cold  water, 
and  pillows  for  the  hour  drive 
to  the  hotel. 

During  our  first  couple  of 
days,  we  were  jet-lagged:  So 
we  just  drank  tea  and  Bloody 
Marys  and  sat  by  the  hotel's 
stunning  pool,  which  appears 
to  pour  over  the  hillside.  We 
marveled  at  the  scenery  and 
the  amazingly  attentive  staff: 


k  < : 


is 


ROOMS  AT  AMANKILA  (LEFT)  ARE 
BUILT  ON  STILTS  ALONG  A  CLIFF— 
AND  ALL  HAVE  AN  OCEAN  VIEW. 
AT  AMANDARI  (ABOVE),  VILLAS 
ARE  DECORATED  WITH  LOCAL 
CARVED-WOOD  FURNITURE 


You  could  not  get  up  fro 
your  chair  without  someoi 
adjusting  your  towel.  Tl  |i 
Amandari  amenities  were  wo 
derful.  Guests  stay  in  high-c< 
linged  villas— spacious,  privat  jer, 
and  decorated  with  exquisite  : 
carved  local  wooden  furnitur 
Our  villa  was  at  the  top  of 
hill  and  overlooked  green  ri 
paddies  and  the  Ayung  GorgiiGjy 
A  marble  bathroo 
led  to  a  private  wa  > 
ed-in  courtyard  at 
an  extremely  enticii 
sunken  bathtub 
big  basket  of  exot 
local  fruit  served 
our   breakfast  ai 

Ws, 


was  constantly 
plenished  througho 
the  day.  There  a 
no  TVs,  radios, 
clocks  in  the  roon 
but  you  won't  miss  them. 

Since  this  was  our  hone 
moon,  we  indulged  ourselv 
and  got  massages.  These  a 
not  to  be  missed,  particular 
the  two-hour,  $40  versio 
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ich  takes  place  in  your 
hroom  and  bathtub.  While 
;  woman  massages  you  with 

another  fills  the  outdoor 
;htub  with  lotus  petals  and 
ter.  After  you  submerge 
itself  in  the  tub,  one  worn- 
massages  your  face  while 
i  other  scrubs  your  body 
,h  a  washcloth. 
ngry  apes.  Sybaritic  mas- 
ses aside,  we  weren't  com- 
te  sloths.  We  paddled  down 
i  gorge  on  a  raft  and  played 
inis  every  day  on  a  hard 
irt  surrounded  by  a  forest 
sd  with  screaming  roosters 
i  barking  dogs.  A  ball  boy 
jeted  us  each  time  with  two 
iquets,  a  can  of  new  balls, 
i  a  pitcher  of  iced  tea.  It 
>k  us  a  couple  of  days  to  re- 
se  he  was  a  terrific  player: 
ce  we  did,  we  quickly  gave 
hitting  with  each  other  and 
>k  turns  playing  with  him. 
Hard  as  it  was  to  pry  our- 
ves  away  from  Amandari, 

spent  several  days  hiking 
mnd  the  area.  We  visited 


Mas,  Batubulan,  and  Batuan, 
small  villages  surrounding 
Ubud  that  are  home  to  local 
artisans.  Each  village  specializ- 
es in  some  kind  of  sculpting, 
painting,  or  jewelry-making.  If 
you  bargain  hard,  you  can  get 
good  deals  on  wood  and  stone 
sculptures,  silver  jewelry, 
carved  masks,  wood  panels, 
and  batik  wall  hang- 
ings. We  also  went 
with  a  guide  to  visit 
the  ancient  temples 
that  dot  Ubud's 
mountains.  In  Ubud 
itself,  we  walked 
through  the  Monkey 
Forest.  This  is  no  zoo 
and  is  not  for  the  faint-heart- 
ed. The  monkeys  walk  around 
freely,  and  if  you  have  food  in 
your  pockets,  they  will  get  it. 

After  five  days  in  Amanda- 
ri, we  took  a  three-day  jaunt 
to  Yogyakarta,  a  big  city  in 
Java,  and  then  returned  for  a 
six-day  stay  at  Amankila,  an 
exquisite  hotel  on  the  east 
coast  of  Bali  run  by  the  same 
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company  that  owns  Amandari. 
Amankila  starts  at  $300  a 
night.  The  hotel  is  built  into  a 
steep  cliff  and  has  a  spectacu- 
lar view  of  the  Strait  of  Lom- 
bok,  as  well  as  a  series  of 
three  pools  that  flow  into  each 
other  and  appear  to  be  spilling 
into  the  sea.  The  rooms  are 
as  sumptuous  as  Amandari's, 
and  even  though  there  was  no 
outside  bathtub,  the  bathrooms 
had  settees.  Every  room  had  a 
arge  terrace  with  a  bed-sized 
divan.  When  we  arrived,  the 
hotel  delivered  a  bottle  of 
champagne  and  six  white-choc- 
olate-covered truffles  to  our 
room.  Each  night,  either  two 
little  straw  figures  or  snacks 
of  lontong,  sweet  rice  wrapped 
in  banana  leaves,  were  left  on 
our  bed. 

Amankila  has  a  couple  of 
drawbacks.  You  have  to  be  in 
decent  shape  to  navi- 
gate the  hotel's 
grounds:  Many  shal- 
low steps  lead  to  all 
the  rooms,  and  nar- 
row, steep  stone 
steps  go  down  to  the 
beach.  (The  hike  is 
worth  it,  since  the 
beach  is  gorgeous  and  un- 
crowded.)  Also,  some  of  the 
rooms  lack  privacy.  All  the 
rooms  are  built  on  stilts  along 
the  cliff,  which  guarantees 
each  one  a  view  of  the  ocean. 
But  depending  on  how  high 
the  windows  are,  a  passerby 
can  easily  peer  into  your  room. 
When  making  reservations,  be 
sure  to  ask  for  a  secluded 


room.  We  were  told  that  the 
best  were  numbers  19  and  23. 

One  other  caveat:  The  food 
in  Bali  is  not  terrific.  The  Bal- 
inese  don't  make  a  big  deal 
over  meals,  and  their  diet  is 
mainly  simple  dishes  prepared 
with  grilled  vegetables,  rice, 
peanut  oil,  chicken,  and  fish. 
The  most  common  and  usually 
the  most  delicious  were  gado 
gado,  a  spicy,  cold,  vegetable- 
and-rice  concoction,  and  nasi 
campur,  made  of  steamed  rice, 
sauteed  chicken  and  pork,  and 
spicy  fried  string  beans  and 
spinach.  In  Ubud,  our  favor- 
ite restaurants  were  the  Lo- 
tus Cafe  and  the  Cafe  Wayan, 
a  rabbit  warren  of  little  table- 
huts  popular  with  people  trav- 
eling on  a  budget  (cost:  20,000 
rupiah,  or  roughly  $10  for 
two).  You  can  also  find  won- 
derfully cheap  places  frequent- 
ed by  the  locals.  We  found  one 
where  a  meal  of  nasi  campur 
for  three  people  came  to  $3.50. 

Although  the  chefs  at 
Amandari  and  Amankila  tried 
to  go  beyond  the  Balinese  sta- 
ples, the  food  was  merely  ade- 
quate and  expensive  compared 
to  the  restaurants  in  town. 
Amankila  says  the  nearby 
town,  Manggis,  is  not  geared 
to  tourists  and  advises  guests 
to  avoid  the  eateries  there.  So 
if  you're  not  adventurous,  your 
meals  are  limited  to  the  hotel. 
Amankila's  best  dish  was  a 
lamb-and-pita  sandwich  served 
at  the  restaurant  by  the 
beach.  Still,  the  lack  of  gour- 
met food  was  our  only  disap- 
pointment in  Bali  (and  losing 
weight  on  vacation  isn't  so 
horrible).  If  we  ever  take  a 
second  honeymoon,  we'll  re- 
turn to  Bali.         Laura  Zinn 
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Bimini,  Bahamas 

SCUBA  DIVING 
MOVES  UPSTREAM 


To  go  scuba  diving,  one 
needs  a  $130  air  tank,  a 
$70  mask,  $80  fins,  a  $30 
snorkel,  a  $180  regulator,  a 
$300  buoyancy  vest,  and  a 
$300  computer  you  wear  to 
help  guard  against  nitrogen 
sickness— and  that's  just  to 
get  started.  But  until  recently, 
cruise  operators  treated  div- 
ers like  rough-and-ready 
campers,  people  who  would 


Gables,  Fla.  (800  932-6237)  all 
offer  upscale  diving  experienc- 
es at  prices  ranging  from 
$1,300  to  $3,000  a  week. 

The  extra  attention  and 
amenities  make  all  the  differ- 
ence. On  a  recent  six-day 
cruise  on  the  Nekton  Pilot,  I 
enjoyed  five  dives  a  day  in  the 
vicinity  of  Bimini  in  the  Baha- 
mas. The  $l,350-per-person 
package  featured  day  and 


tied.  On  our  trip,  only  two  of 
the  20  passengers  succumbed 
briefly  on  the  first  day  at  sea 
(I  happened  to  be  one  of 
them). 

Living  and  diving  from  the 
same  boat  all  week,  you  avoid 
having  to  lug  around, 
equipment,  ride 
wave-tossed  skiffs  to 
crowded  dive  sites, 
and    worry  about 
where  to  find  a  good 
coral     reef.  And 
there's  no  getting 
gouged  for  resort- 
priced  meals  and  drinks,  since 
these  are  included  in  the  price. 

A  typical  live  aboard  day 
goes  like  this:  Rise,  eat  break- 
fast, dive.  Move  the  boat,  dive. 
Eat  lunch  while  the  boat  is 
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weather  close  quarters,  little 
privacy,  and  dull  food  just  to 
pursue  their  sport. 

That's  changing  fast.  Today, 
cruise  companies  are  tailoring 
their  offerings  to  match  the 
tastes  of  those  who  can  pay 
to  play  the  sport.  They're 
building  spacious  staterooms, 
cooking  better  food,  conducting 
more  informative  dive  brief- 
ings, and  even  designing  sea- 
sick-proof boats  in  an  effort  to 
take  their  business  upstream. 
Ft.  Lauderdale  (Fla.)  Nekton 
Diving  Cruises  (800  899-6753), 
Aggressor  Fleet  of  Morgan 
City,  La.  (800  348-2628),  and 
Peter  Hughes  Diving  of  Coral 


GREISING  LEAPS  OFF  THE 
NEKTON  PILOT  (ABOVE)  TO 
»A  BIMINI'5  EYE- 

nighttime  dive  sites  with 
towering  reefs,  deep 
walls  of  coral,  and  ship- 
wrecks. The  Nekton  Pi- 
lot, which  can  carry  up  to  34 
customers,  offers  staterooms 
complete  with  double  bed  and 
private  bath,  a  sundeck  with 
Jacuzzi,  and  delectable  cuisine 
with  an  island  flair.  The  top- 
per: Nekton's  unique  twin- 
hulled  design  minimizes  wave 
action,  so  only  the  most  deli- 
cate stomachs  will  be  unset- 


moving,  dive.  Dive.  Eat  din- 
ner while  the  sun  sets.  Dive. 
It's  as  effortless  as  falling  into 
the  water,  which  you  do  a  lot. 
No  two  dives  are  alike.  And 
on  most  cruises,  the  crew 
briefs  the  divers  at  each  new 
site,  telling  them  what  fish  and 
other  creatures  to  watch  for, 
describing  the  topography  of 


the  ocean  floor,  and  warnir 
about  currents  and  other  co: 
ditions.  They  failed  to  wai 
me  about  the  remoras,  thoug 
On  one  dive,  two  of  these  pe 
ky  fish— which  cling  to  sharl 
and  boats  by  means  of  a  dors 
fin  that  acts  like 
suction  cup— follow* 
me  in  hot  pursui 
hoping  to  catch 
ride. 

On  our  first  dro 
divers  scattered  lil 
parachute  jumpers  ; 
we  descended  60  fe 
and  the  current  carried  i 
past  a  coral  reef.  A  six-fo 
nurse  shark  watched  us  dri 
by.  That  night,  my  dive  budd 
Elmer  Milz,  and  I  spotted 
large  octopus  that  changed  c< 
ors  from  purple  to  grey  as  — 
tried  to  disappear  from  oi 
lights.  In  the  shallower,  murl 
er    water    of  GingerbreE 
Shoals  the  next  day,  thousanc 
of  tiny  life  forms  thrived.  Th( 
we  returned  to  water  of  10 
foot-plus  visibility  and  130-foc 
deep  coral-laden  cliffs.  On  oi 
last  day,  we  pulled  hand-ove 
hand  down  a  rope,  fighting 
five-knot      current  th 
stretched  us  taut  like  flags 
the  line,  until  we  reached 
sunken  barge  100  feet  dee 
that  teemed  with  snappers,  a 
gel  fish,  and  other  life. 
MAYBE  THE  MOON.  Swimmir 
in  a  giant  aquarium  is  a  thr 
in  itself.  The  best  live  aboai 
ships  improve  on  that  expei 
ence.  On  the  Nekton  boat, 
photo  lab  developed  our  filr 
And  for  an  extra  fee  of  $75 
$250,  the  crew  offered  ai 
vanced  scuba  courses.  Se 
sions  in  underwater  natur; 
ism,  photography,  and  nigl! 
diving  added  immeasurably 
my  appreciation  of  the  unde 
sea  world. 

I  could  have  used  a  na\ 
gation  refresher  course.  R 


I 


turning  from  our  last  night 
dive,  my  buddies  and  I  mi 
took  the  full  moon  for  t\ 
ship's  spotlight.  We  were 
half-mile  downcurrent  whe 
we  surfaced.  As  a  chaser  ski 
dragged  us  back,  I  saw  pho 
phorous  trail  off  of  Elmer 
fins  like  sparks  from  a  muffli 
dragging  on  the  highway.  C 
a  dive  trip,  even  blunders  cs 
be  beautiful.   David  Greisir 
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Saranac  Lake,  New  York 

CAMPING- 
THE  ROCKEFELLER  WAY 


How  much  would  you 
pay  to  spend  your  va- 
cation in  a  log  cabin  in 
e  wilderness  with  no  phone, 
cuzzi,  or  golf  course?  Does 
ound  $1,000  a  night  sound 
|t? 

It  does  if  you're  a  guest 
The  Point,  nestled  in  the 
iirondack  Mountains  of 
jrthern  New  York.  Along 
ith  numerous  other  acco- 
ies,  The  Point  was  named 
e  No.  1  resort  in  the  U.  S. 
st  year  by  Zagat  Survey.  It 
a  special  place  for  reasons 
at  are  difficult  to  describe 
it  that  have  everything  to 
i  with  the  pristine  setting 
id  the  pleasing  absence  of 
odern  technology. 
The  Point  sits  on  a  10-acre 
•ninsula  that  juts  into  Up- 
;r  Saranac  Lake,  in  the  6 
illion-acre  Adirondack  State 
irk.  About  a  40-minute  drive 
}m  the  Olympic  village  of 
ike  Placid,  this  is  the  heart 
the  high-peaks  region,  dom- 
ited  by  5,344-foot  Mt.  Mar- 
and  4,867-foot  Whiteface 
ountain. 

The  remoteness  of  the 
ea— it  still  takes  six  hours 


to  drive  from  New  York 
City— drew  rich  families  to 
build  lavish  retreats  starting 
in  the  1870s.  But  unlike  the 
"cottages"  of  Newport,  R.  I., 
these  lakeside  compounds 
were  constructed  in  rustic 
style,  using  logs  and  local 
stone.  The  decor  featured 
handmade  twig-style  furniture 
and  animal-skin  rugs.  The 
"Great  Camps"  typically  in- 
cluded a  main  lodge,  a 
boathouse,  and  guest  houses. 
Vanderbilts,  Whitneys,  and 
Lewisohns  would  spend  the 
summer,  inviting  guests  for 
weeks  at  a  time  to  enjoy 
fresh-air  rambling  by  day  and 
formal  dining  by  night. 
fabulous  fall.  The  Point  is 
rich  with  that  tradition.  Com- 
pleted in  1933  for  William  Av- 
ery Rockefeller,  great-neph- 
ew of  John  D.,  it  was 
originally  called  Camp  Wonun- 
dra  and  is  by  far  the  most 
lavish  of  the  Great  Camps 
open  to  the  public.  Bordered 
on  the  north  by  hundreds  of 
acres  of  parkland,  the  scen- 
ery is  breathtaking  year- 
round  but  is  perhaps  most 
spectacular  in  early  October, 


when  fall  color  hits  its  peak. 

The  Point  offers  the  joys 
of  summer  camp  and  the  ap- 
peal of  a  luxury  resort.  As  at 
camp,  you  meet  new  people, 
choose  from  a  variety  of  activ- 
ities, and  get  to  enjoy  nature. 
Yet  the  grounds  are  mani- 
cured, the  cuisine  accom- 
plished, and  the  rooms  charm- 
ingly decorated  in  the 
Adirondack  style.  Feather 
beds,  down  comforters,  and 
mountain  air  make  guests 
swear  they  sleep  better  here 
than  anywhere  else.  A  huge 
fireplace  in  every  room  is  lit 
for  you  each  night. 

During  the  day,  the  mood 
is  relaxed  and  infor- 
mal. Guests  can 
wander  down  to  the 
boathouse  to  take 
out  a  canoe  or  sail- 
boat, set  out  on  a 
hike  with  a  picnic 
lunch,  or  venture 
onto  the  trails  on 
mountain  bikes  or  cross-coun- 
try skis.  Visitors  return  to 
the  great  hall  of  the  main 
lodge  in  jeans,  T-shirts,  and 
sweaters  for  an  elegant  lunch. 

At  night,  The  Point  gets 
more  dressed  up:  Guests  are 
encouraged  to  wear  black  tie 
on  Wednesdays  and  Satur- 
days. Weather  permitting, 
cocktails  are  served  on  a 
large  mahogany  boat  that 
tours  the  lake  before  dinner. 
Later,  in  the  great  hall,  there 
is  random  seating  at  the  big 
tables,  and  diners  say  meeting 


THE  POINT  IS  SPECIAL,  THANKS 
TO  ITS  PRISTINE  SETTING 
AND  THE  PLEASING  ABSENCE 
OF  MODERN  TECHNOLOGY 

new  people  over  the  candlelit 
meals  is  one  of  The  Point's 
pleasures. 

Then,  there  is  the  staff:  ac- 
commodating yet  unobtrusive. 
Judy  Little  of  New  York  City 
recalled  returning  to  the  lodge 
after  cross-country  skiing  last 
winter.  Magically,  someone 
greeted  her  and  her  husband, 
Brian,  a  partner  at  leveraged- 
buyout  firm  Forstmann  Little 
(now  part  owner  of  The 
Point),  at  the  door  with  tea 
and  a  plate  of  fresh-baked 
cookies  that  they  had  not 
even  requested. 
tennis,  too.  You  can  choose 
among  11  rooms— each  with 
its  own  name  and  character- 
priced  $775  to  $925  a  night. 
(A  15%  service  charge  and  7% 
sales  tax  are  additional.)  That 
covers  meals  and  the  use  of 
all  facilities  including  three 
fully  stocked  bars.  (A  trip  to 
a  nearby  golf  course  is  extra, 
but  free  tennis  is  a  short  walk 
away.)  The  Point  is  half  an 
hour  from  the  village 
of  Saranac  Lake, 
served  by  USAir.  The 
busiest  months  are 
June  through  Octo- 
ber, but  winter 
weekends  fill  quickly. 
For  reservations,  call 
800  255-3530. 
The  magic  of  the  place  is 
its  evocation  of  what  it  must 
have  been  like  to  be  a  guest 
of  the  Rockefellers,  says 
Christie  McRae  Kirmse,  a 
guest  from  San  Francisco.  At- 
tention to  details— a  recon- 
structed 1929  Hackercraft  mo- 
torboat,  place  mats  crafted 
out  of  tiny  twigs,  a  stuffed 
fox  perched  on  the  mantle— all 
contribute  to  that  illusion. 
Once  you're  there,  the  hefty 
tab  seems  a  small  price  to 
pay  for  a  trip  back  to  that 
vanished  time.     Amey  Stone 
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FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


BUSINESS 


WEEK 


Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Business  Opportunities 


FREE 

CBS1  4Hfi  Computer 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 
cassettes  will  explain  how  you  can  start  sev- 
eral or  .ill  of  these  twenty  turnkey  husinesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc.  


Computer  Software 


INCREASED  PROFITS 

Simplify  your  bookkeeping  and  increase  productivity  with 
leading  business  management  and  accounting  software 
system.  Installed  in  your  business  for  as  little  as  $400. 

Call  for  free  demo. 

ABusinessVision 
BosmessVisioii  Management  Systems  inc. 

2963  Gulf  to  Bay  Boulevard.  Suite  255.  Clearwater,  FL  34619 
(800)  742-8188  Ext.  21 


Telecommunications 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

Programmed  to 
OnlV  $495  yourexisting 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Buildings/Structures 


SAVE  UPTO  45% 


Buy  Factory  Direct.  Build  it  yourself! 

20  x  32  •  25«48 
35  <  56  •  50x124 

800  888  46061= 


Computer  Equipment 


PLUG  IN  YOUR  PC 
NO  MATTER  WHERE 
YOU  TRAVEL 


RECHARGE  YOUR  PC  BATTERIES 
& 

SEND 


EVEN  IF  YOU'RE  IN  RUSSIA 

•  FORE  IGN  ELECTRICAL  OUTLET 
ADAPTERS  TO  FIT  YOUR  CHARGER 

•  FOREIGN  PHONE  JACK  ADAPTERS  TO 
F  IT  VOUR  MODEM 


IMSTAR  ENTERPRISES 
FOR  ADDITIONA1  INFORMATIONS 
FREE  BROCHURE  CALL 

1-800-676-7642 


Office  Supplies/Equipment 


America's  Lowest  Priced 
Office  Supplies  Direct  to  You 


WHOLESALE 


BOSTITCH 


Full  Strip  Stapler 
•  Bbitk 

$^49 
#B440BK  O  EA 


BANKERS  BOX 


I^a  l/I  After 
Storage 
Box 

#703 

85CKA 

BX/12 


BX/1000 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same-day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it  ...or  5%  back  onyour  purchase!  Call  for  details 
and  your  tree  catalog.  1-800-962-9162 

Ad  Code  0085 


Business  Opportunities 


Office  Suite  in 

China 

Total  $10,000  to  own 
a  business  suite 
with  services 

•  Secretarial  services  all 
year  round 

•  5  day  free  hotel 
accommodation  per  year 

•  Full  Service  Business 
Center 

Limited  Offer 
for  free  brochure 

1-800/356-6110 

Fax  800/616-6636 

Join  our  group 

business 
tour  to  China 

October  23,  1994 
to 

October  31,  1994 


Business  Opportunities 


HAVE  A  GREAT  IDEA, 
BUT  NO  MONEY? 
Venture  Capital  Sources 
Seed  Money  •  Start-up  • 
Expansion  •  Development 
Phone  903/759-9295  Fax  903/297-8243 
or  write  to: 
P.O.  Box  150411 
Longview,  TX  75615-0411 


ATTENTION  ! 


You  can  own  part  of  a  SMR 
telecommunications  west  coast 
network  presently  under 
construction  in 
CA,  NV,  OR,  &  WA 

$10,000  risk  capital  required. 

IRA  &  Self-directed  pension  pldn 
qualified.  For  more  Information  call: 

1 -800-723-1338 


Telecommunications 


Attention  Int'l  Businessmen 
and  Travelers! 

SAVE  UP  TO  60%  ON 
TELEPHONE  CALLS  FROM 
OVERSEAS  LOCATIONS 

Use  the  Logos  Callback  from 
Logotronix  Communications  to:  Be 
billed  at  low  U.S.  rates  rather  than 
expensive  foreign  rates  when  calling 
from  overseas.  Have  your  calls  billed 
to  your  home  or  office  in  the  U  S  A. 
Avoid  hotel  surcharges  and  the  use  of 
expensive  calling  cards.  The  Logos 
Callback  unit  is  easy  to  install  in  your 
home  or  office.  It  pays  for  itself  in 
2-3  months. 

For  more  information  call 
Phillip  Chapman  303/721-0800 


Publishing 


Iquality  publishing  1 


Publisher  with  over  30  years 
experience  will  print  and 
publish  your  promotional 
books,  manuals,  directories, 
company  histories.  Fast, 
efficient,  state-of-the-art 
production  and  design., 
FREE  estimates.  We!ll  help 
build. your  image,  create  top 
quality,  effective  books. 

Carlton  Press.  .  ||l|J||§|§j 

Dept  BWI.  If  W.  32  St..  NY,  NY  10001 


information! 
USA  Tel:  406-370-5105 

Fax:  408-370-51 10 
CompuServe  ID:  72623.706  - 
UK  Tel:  +44  (0)81  421  4444 


Wholesale  Long  Distancefr- 

Domestic  $.08  to  $.16  per  min 
800  rates  $.08  to  $.17  per  min 

Flat  Int'l  Rates  24  x  7 
U.K.  S.38/min,  Japan  $.58/min 
ring  Kg  $.63/min,  Frnc  $.52/min 
Call  800/800-3773 


Computer  Equipment  ~ 


m 


HEWLETT-PACKARD 
Buy-Sell-  Trade 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWrlter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 
Ted  Dasher  &  Associates 

4117  Second  Ave  .  S.  Birmingham.  AL  35?22 
Phone:  205/591-4747  Fai:  205/591-1 10* 
SOOf838-4«33 


Business  Services 


 Slip 

REENGINEERING  METHODOLOGIES    ;  "< 
.  1 

Morgan  Albcrti,  a  leading  management  consulting  fir  : 
specializing  in  large  business  process  reengmeern 
projects,  offers  their  complete  methodology  t 
effective  and  successful  project  management  f 
$39  95  This  tool  is  a  must  for  reengmeers  toda 
Please  send  check  to  Morgan,  Alberti  A-sociates, 
N  Broadway,  Depl  K252.  White  Plains,  NY  10601 


RESEARCH  REPORTS  i 

IQfiRD  ararlpmir  tnnir<;  availahlpl 


19,850  academic  topics  available! 

Send  $2.00  for  the  290-page  catalog. 

Custom-written  reportsalso  available 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF. 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


wTl 


US 


OR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE 


^  ~   BUSINESS  mm 

Marketplace 


WEEK 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


Catalogs/Marketing 


Your  Products  &  Videos 
into  millions  of  mail 
order  catalogs! 

=•  a  commissioned  manufacturer's 
irm  specializing  in  selling  to  this 
giowing  market.  Please  call: 
Direct  to  Catalogs,  Inc. 
500  Coffman  Farms  Road 
Keedysville,  MD  21756 

301/432-4410   


Education/Instruction 


OLLEGE1  DEGREE 

f  enhance  your  career  potential! 

'am  your  no-classroom,  fully-accredited  degree  in 
lusmess,  Nursing,  or  Liberal  Arts  using  Moore's 
ccessfully  refined  study  program  •  Earn  credits 
rd  your  degree  from  The  University  ol  the  State  of 
» York/Regents  College  •  With  our  materials  you 
tackle  the  necessary  exams  with  confidence  and 
ease  •  Apply  for  our  interest-free  financing 


Iff  fflff  INFORMATION  OR  A  TRANSCRIPT 
[VALUATION,  CALL  OR  WIITt  TODAY! 


Educational 

PUBLISHERS 
202  Belmont  Blvd.,  Nashville,  TN,  37212-6006 
(615)383-5633  •  m  1615)383-6559 
1-800-737-2ZZ2 


BA  by  Distance  Learning 

In  Bachelor's  degree  required 
lajor  British  university 
Ihosen  by  The  Economist  Intelligence 
Unit  as  one  ol  the  world's  best  MBAs 
IERIOT-WATT  UNIVERSITY 

North  American  Distributor 

0  Shattuck.Suite  2.  Berkeley  CA  94709 
1-800-MBA-0707,  Ext.  20 


N  YOUR  COLLEGE  DEGREE  AT  HOME 


S.  &  M.B.A.  in  Business      nn  ATMWY 
S.  in  Environmental  Studies  LnAuVuUx 
.S.  in  Management/ 
nvironmental  Studies 
pproved  tor  tuition  ™k-*» 
limbursement  by  major  companies. 
•  a  free  catalogue  call  1-800-767-CHAD. 


UNIVERSITY 

\,  ,  v\ hril'UI  MHI  I: 


niversity  Degrees 


Salt  Paced      Home  Study 
tociate  Bachelor  Master  Doctor 

slness  Admin.  Psychology.  Finance. 

;h  Mgmt,  Law,  Paralegal,  ^jgss^ 

I  Business,  Health  Care, 

man  Resources  Admin.  [i(.__ji_J|§ 

800)477-2254  (24  hrs)  ISSiF 

uthern  California  Untver-  ^is^^ 

y  for  Professional  Studies 

!  Fashion-BW.  Tustm.  CA  92680   


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
Credit  for  work  /life  exp.  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

Dept.  569  Mandeville,  LA  70470-4000 


Business  Services 


The  Elephant  Secretary 

remembers  all  your  Important  dates, 
selects  amazingly  appropriate  cards, 
stamps  &  addresses  them  in  your  own 
handwriting,  &  gets  'em  there  on  time 
We  do  alfthe  work  &  you're  a  hero! 
How  do  we  do  it?  call  24  hours: 

l-*00-7-ELEf>HANT 


Corporate  Gifts 


hount/Hj 

Delivered  To  Your  Door 


$26.50/mo.  delivered 


1800  858  WINE 


194  63  1 


Art/Collectibles 


GALERIE  D'  SPORT 
Presenting  Wearable 
Sports  Fine  Art 

Fine  clothing  for  people  who  love  the  game 
T-shirts.  Sweatshirts  &  Jackets  of  the  highest 
quality  depicting  visions  of  sport  by  some  of 
the  most  respected  artists  in  the  country. 

For  Free  catalog  call 
Galerie  d'  Sport  1-800/299-3399 
Fax:  714/457-9106 


Investment  Services 


Correction  Done 
Interest  Rates 
at  their  Peak? 

Read  the 
Aggressive  Investor 
to  find  out. 


Three  months 
One  year 


$  55 
$195 


The  Aggressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Corporate  Gifts 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U.S.A. -made 
We'll  custom-make  any  emblem  for  you1 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.       101  Bel  Air  Drive 
New  Milford.     CT     06776,  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


1-800-936-5646 

IDBOGEAR 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


Fashionable  Sun  Protection 

Our  Deluxe  100%  Soft  Wool  Felt  Outback  hat  with  leather 
band  and  3"  brim.  In  khaki  or  chocolate.  $39-95 

800-936-5646 


HARTFORD  YORK  ltd. 

3URLINGAME.  CALIFORNIA 


1 


2A35  ^°Vap>ds 

0(000  \oisploy  it  with  style'!  Your  return  address  on  a 

KM   L\90^>'  ^_____J  self-inked  stamper-together  with  a  classy 

_____ — — "    graphic  depicting  your  particular  area  of  interest 
Wide  selection  available,  from  Sports  to  Business,  to  Arts  and 
Entertainment  To  order  please  send  58  50  plus  52  50  (S&H).  together  with  youi 
Panted  address  and  area  of  interest,  to  [AfJQMfiRK  GRAPHICS 

Dept  5G-29Q6  12th  Street  /  Brighton  Beach  NY  1 1235 


Corporate  Gifts 


Fa 


JGeatl* 


cr 


pecta 


Iti 


ICS 


Custom  Leather  Accessories  for  Golf, 
Fund-Raisers  and  Corporate  Outings 
Call  for  Brochure:  1  -800-476-7654 
Fax:  (610)  668-9545 


Health/Fitness 


Menswear/Fashion 


men's  wide  shoes 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality. 
Send  for  T" 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES,  INC 

Dept.  55  M  Hingham.  MA  02043 


Businessman's  Pedometer 

(Ultra  Small  Step  Counters) 
Doubles  as  a  Tie-Clasp 

Wear  on  a  necktie  I 
$39.95  Plus  $3.00  S/H 

Send  Check  or  M  O.  to  : 
BITS,  P.O.  Box  1331, 

Brentwood,  TN  37024 

Corporate  Gifts 


CELEBRA1 

AN  ANNIVEK 

C0MMEM0I 

A  T0URN/ 


CUSTOM  MADE 
TIIS^OWI 
SCARVES  iOO  mm 
CRESTS  1? 


NECKWEAR 
Stamford,  CT 

(800)  252-5966 
|t  yp3)322-4142,  FAX: (203) 329-7849 
CALL  FOR  INFORMATION 


4 


x0-  fi^i^'j  tfo 

7 0  ,<D$ohii 


wrs  on  ***** 
,e  t*» 11108         ,rt  -  „.  aUttxor  ol 


^    _  .  *e   afld  give 

That's  Pure  .inyor*«>» 


d  s^vival 
te  wa^P  oaU  ^    stay  , 

guide  for  w  accept  cultu  att 


^.rrS^800^'     wasnin9'°    '  Business  McGraw-Hill ifl 


tvA'O 


IODUCTION 

jnge  from  last  week:  -0.1% 
inge  from  last  year:  5.3% 


1967=100  (four-week  moving  average) 


Aug.  27 
199.2 


Hill 


Aug.  20 
1993 


Apr. 
1994 


Aug.  Dec. 

1993  1993  1994  1994 

i  production  index  was  little  changed  during  the  week  ended  Aug.  27.  On  a 
sonally  adjusted  basis,  auto  and  truck  production  fell  sharply,  and  electric  power 

paper  output  dropped  as  well.  Steel  and  coal  output  along  with  rail-freight 
fic  increased,  while  crude-oil  refining,  paperboard,  and  lumber  output  were 
hanged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
rage,  the  index  dropped  to  198.7,  from  199.7. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc. 


LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  8.2% 


240. 


234. 


228. 


222 


Dec. 
1993 


Apr 
1994 


Aug.  27 
244  4 


Aug.  20 
243. 8r 


Aug 

19V  J 


The  leading  index  increased  during  the  week  ended  Aug.  27.  Higher  stock 
prices  and  faster  growth  rates  for  materials  prices  and  the  M2  money  supply  offset 
the  negative  effects  of  higher  bond  yields  Data  for  large-business  failures  and  real 
estate  loans  were  unavailable  for  the  latest  week.  Before  calculation  of  the  four-week 
moving  average,  the  index  stood  at  244.9,  little  changed  from  the  reading  of  244.8 
in  the  previous  week. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


R0DUCTI0N  INDICATORS 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

L  (9/3)thous.  of  net  tons 

1,894 

1,858# 

3.7 

)S  (9/3)  units 

129,866 

115,780r# 

37  0 

CKS  (9/3)  units 

1 18,354 

1 15,530r# 

31  5 

TRIC  POWER  (9/3)  millions  of  kilowatt-hours 

64,790 

67,2 13# 

-4.0 

DE-OIL  REFINING  (9/3)thous.  of  bbl./day 

14,259 

14,415# 

3.4 

.  (8/27)  thous.  of  net  tons 

21,010# 

20,435 

13  8 

R30ARD  (8/27)  thous.  of  tons 

905. 0# 

886  8 

8.1 

R  (8/27)  thous.  of  tons 

826.0# 

826.0r 

2  0 

BER  (8/27)  millions  of  ft. 

477.2# 

472  8 

8  3 

FREIGHT  (8/27)  billions  of  ton-miles 

24  6ff 

24.3 

11.3 

■ces:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
ican  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA',  Association 
lerican  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

iNESE  YEN  (9/7) 

99 

100 

106 

MAN  MARK  (9/7) 

1  55 

1.58 

1.60 

ISH  POUND  (9/7) 

1.55 

1  54 

1.55 

(CH  FRANC  (9/7) 

5.31 

5.41 

5.63 

ADIAN  DOLLAR  (9/7) 

1  37 

1.37 

1  32 

5S  FRANC  (9/7) 

1.30 

1.33 

1  40 

ICAN  PESO  (9/7)3 

3.398 

3.387 

3  109 

"Ces:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar,  except  for  British 
d  expressed  in  dollars 

IICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

D  (9/7)  $/troy  oz. 

389  700 

385  750 

10.8 

L  SCRAP  (9/6)  #1  heavy,  $/ton 

134.50 

134.50 

19.6 

DSTUFFS  (9/6)  index,  1967=100 

213  7 

213.2 

0.5 

PER  (9/3)  C/lb. 

1 19.1 

1 13.3 

31.3 

MINUM  (9/3)  c/lb. 

74.0 

72.0 

37.0 

AT  (9/3)  #2  hard,  $/bu. 

3.90 

3.81 

16.1 

rON  (9/3)  strict  low  middling  1-1/16  in.,  C/lb. 

71.29 

70.26 

35.4 

rces:  London  Wednesday  final  setting,  Chicago  market,  Knight-Ridder  Commodity  Research 
au,  Metals  Week,  Kansas  City  market,  Memphis  market 


mvuui! 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (9/2)  S&P500 

474.06 

467.55 

2.6 

CORPORATE  BOND  YIELD,  Aaa  (9/2) 

8.09% 

8.13% 

22  4 

INDUSTRIAL  MATERIALS  PRICES  (9/2) 

106.9 

106.3 

11.9 

BUSINESS  FAILURES  (8/26) 

NA 

312 

NA 

REAL  ESTATE  LOANS  (8/24)  billions 

NA 

$436.5 

NA 

MONEY  SUPPLY,  M2  (8/22)  billions  $3,564.0 

$3,560.5 

2.1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/20)  thous 

323 

325 

-2.4 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100},  Dun  &  Brad- 
street  (failures  of  large  companies},  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

■V.i, 

iZL3.ll.lSE 

RS 

Latest 
month 

Month 

ago 

%  Change 
year  ago 

EMPLOYMENT,  CIVILIAN  (August)  millions 

123.2 

122  5 

2  2 

UNEMPLOYMENT  RATE,  CIVILIAN  (August) 

6.1% 

6.1% 

NM 

C0NSTR.  SPENDING  (July)  annual  rate,  billions 

$510.5 

$507.5r 

9.9 

PURCHASING  MANAGERS'  INDEX  (August) 

56.2% 

57  8% 

13.8 

Sources:  BLS,  Census 

lureau, 

National  Assn.  of  Purchasing 

Management 

■  ,',.'!  4M:VII!I>: 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/22 

$1,  154  3 

$l,148.4r 

5.4 

BANKS'  BUSINESS  LOANS  (8/24) 

299.7 

301. lr 

10.2 

FREE  RESERVES  (8/31) 

450 

5 1 8r 

-44.9 

N0NFINANCIAL  COMMERCIAL  PAPER  (8/24) 

148.3 

150.1 

-6.3 

Sources:  Federal  Reserve  (in 
week  period  in  millions} 

billions,  except  for  free  reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/6) 

4.81% 

4  67% 

2.99% 

PRIME  (9/7) 

7  75 

7  75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (9/7) 

4  91 

4.91 

3.13 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/7) 

4.87 

4.89 

3.1 1 

EURODOLLAR  3-MONTH  (9/2) 

A  88 

4  86 

3.1 1 

Sources:  Federal  Reserve,  First  Boston 


w  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
'estern  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA  =  Not  available     r=  revised     NM  =  Not  meaningful 
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YOU'VE  JUST  MISSED  THE 
FIRST  SIGN  OF  BREAST 
CANCER  IF  YOU  DIDN'T  SEE 
THAT  SMALL  DOT  IN  THE 
UPPER  LEFT  HAND  CORNER. 
Because  it  can  start  that  small 
inside  your  breast.  That's  why  a 
yearly  mammogram  is  a  must, 
especially  if  you're  over  50. 
Doctors  agree  that  as  you  get 
older,  the  risk  of  breast  cancer  is 
higher.  But  with  early  detection, 
you  increase  your  chance  of  suc- 
cessful treatment.  Even  though 
you  may  have  missed  the  first 
sign  of  breast  cancer,  a  mammo- 
gram won't.  For  information, 
please  call  the  American  Cancer 
Society  at  1-800-ACS-2345. 

A  MAMMOGRAM. 
EARLY  DETECTION  IS  THE 
BEST  PROTECTION. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feo- 
» 2  with  a  significant  reference  to  a  company.  Most 
Series  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Adolf  Coors  76 
Aegis  Medical 
Technologies  90 
Aetna  HealthWays  112 
Aetna  Life  &  Casualty  112 
Aggressor  Fleet  130 
Alcatel  Alsthom  54 
American  Express  44 
American  Greetings  109 
American  Power 
Conversion  40 
America  Online  104 
Andersen  Consulting  36 
Apple  Computer  37,  72 
Aronson  &  Fogler  122 
Arthur  D.  Little  36 
AT&T  18,  66,  76,  96 
Aviation  Systems 
Research  42 
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Eastman  Kodak  18,  44 
EDS  36 

Electronic  Arts  18 
Enterprise  Oil  96 
Eon  68 

Ernst  &  Young  36 
Evaluation  Systems  90 


Lamalie  Amrop 
International  36 
LASMO  96 
Lazard  Freres  138 
LCI  International  66 
LDDS  32 

Lehman  Brothers  24 
Lehn  &  Fink  44 
Lever  Brothers  56 
Life  Partners  40 
,  Lynch  Machinery  40 

M 


VWt  A  Public  Set\ncs  ol 
Tp'«I  T*is  PuttaMn 

Canal 


Banc  One  114 
Bankers  Trust  109 
Bank  of  New  York  96 
Bear  Stearns  114 
Bell  Atlantic  102 
Bell  Canada  50 

Bell  Laboratories  76 

Blue  Cross  &  Blue 

Shield  112 

Boeing  44 

Bombardier  50 

Booz,  Allen  &  Hamilton  35 

Boston  Chicken  59 

Brandes  Investment 
Partners  96 

British  Petroleum  96 

British  Telecom  96 

Brown  12 


F&M  Distributors  43 
Fastcast  84 

Fidelity  Investments  109 
Fidelity  Management  & 
Resources  122 
Finger  Lakes  Health  Systems 
Agency  12 
First  Bank  System  1 14 
Fletcher  Challenge  96 
Ford  18,  30,  40,  91 
Forstmonn  Little  131 
Foundation  Health  1 12 
Fox  44 

Fox-Pitt  Kelton  114 


Manufacturing  Sciences  84 
Matsushita  18 
May  Department 
Stores  122 
McCann-Erickson  6 
McCaw  Cellular  18 
McGraw-Hill  28 
MCI  32,  66,  76,  102 
McKinsey  36 
Mellon  Bank  122 
Mercantile  Stores  122 
Mercedes-Benz  30 
Merck  6,  32 

Merrill  Lynch  72,  96,  122 
Michigan  National  1 14 
Microsoft  44,  76 
Mitsubishi  Bank  48 
MMS  International  28 
Morgan  Stanley  96 
Motorola  18 
MTV  37 


Sanford  C.  Bernstein  59, 
109 

Sara  Lee  6 
Schneider  54 
Scudder,  Stevens  & 
Clark  96 
Seagram  35 
Selfridge's  96 
S.G.Warburg  96 
Shanghai  Erfangji  96 
Shanghai  Petrochemical 
Singapore  Airlines  128 
SNC-Lavalin  50 
Sony  54 

Southern  Progress  35 
Southwest  Airlines  42 
Specialty  Oils  58 
Sprint  32,  66,  102 
Standard  Chartered 
Bank  96 
Sterling  Drug  44 
STET  96 
Stone  &  Webster 
Management 
Consultants  36 
Sunset  Publishing  35 

T 


IBM 
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Gabriel  Electronics  40 
GE  35,  48,  54,  58,  96 
Gemini  Consulting  36 
General  Foods  56 
Gilbert  Tweed  Associates  6 
Glaxo  76 
GM  18,  30,  40,  91 
Golden  West  Homes  122 
Goldstar  18 


National  City  114 
NBC  35 
NEC  96 

Nekton  Diving  Cruises  130 
Nestle  96 

Neuberger  &  Berman  122 
NISA  109 

Northwest  Airlines  91 
Norwest  114 


Campbell  Soup  58 
Canon  72 

Capital  Cities/ABC  59 
Carlson  32 
Costrol  58 
Caterpillar  48,  76 
CBS  44 
Centech  84 

Chadwick  International  40 
Chase-McNulty  Group  68 
Chiatt/Day  58 
Chrysler  30,  32,  40 
Cifra  96 
CIGNA  112 
CocoCola  42 
Colgate-Palmolive  56 

Commercial  Realty  68 

Compaq  18 

CompuServe  104 

Confederation  Life 
Insurance  109 

Continental  Airlines  42 

Coopers  &  Lybrand  36 

Credit  Life  40 

Cuba/USA  Venture 
Enterprises  32 


Hardinge  Brothers  40 
Health  Care  International  6 
Healthsource  112 
Heidrick  &  Struggles  36 
Heine  Securities  114 
Heinz  (H.J.)  44 
Heritage  Insurance  58 
Hewlett-Packard  40 

Hilton  Hotels  44 

Hitachi  72,  96 

Holland  &  Knight  32 

Honeywell  54 

HydroOuebec  50 

I 


Oakwood  Homes  122 
Osbome/McGraw-Hill  104 
Oscar  Gruss  &  Son  96 


Tele-Communications  3! 
Telebras  96 
TeleCable  35 
Televise  96 
Telmex  96 

Templeton  World  Fund 
Teneron  19 
Tensiodyne  90 
Teva  Pharmaceutical  96j 
Texaco  32 

The  Wall  Street  Journal 
Thinking  Machines  76 
Tune  Inc.  35 
Time  Wamer  6,  18,  35' 
Toshiba  18 
Toyota  30 
TrueCast  84 
Truman  Intertel  68 


ICNStC 


IBM  18,  37,  72,  76,  84 
lea  96 

IDD  Information 

Services  104 
Incomnet  12 
Integrated  Resources 

Technologies  122 
Intel  Supercomputer 

Systems  76 


Pacific  Financial 
Research  59 
Paragon  Trade  Brands  43 
Parsons  Technology  19 
Paul  R.  Ray  36 
Payden  &  Rygel  109 
Pennzoil  58 

Peter  Hughes  Diving  130 
PGA  Tour  43 
Philip  Morris  59 
Philips  Electronics  96 
PNC  Bank  114 
Price  Waterhouse  36 
Principal  Financial 
Group  91 

Procter  &  Gamble  43,  56 
Prodigy  104 
Progressive  Partners  sv 
Providian  Insurance  109 
Prudential  Insurance  112 
Prudential  Securities  44 


u 

Unilever  96 
Unisys  72 
United  Airlines  42 
Unlimited  Systems  19 
USAir  131 
U  S  West  109 


AMBUCAN 


Daimler  Benz  96 
Dean  Witter  Reynolds  96 
Dell  Computer  37 
Deloitte  &  Touche  36 
Deutsche  Bank  96 
Dillard  Department 
Stores  122 

D.L.  Eager  Associates  109 
Donaldson,  Lufkin  & 

Jenrette  Securities  122 
DuPont  76,  96 
Duquesne  Power  & 

Light  44 


Japan  Tobacco  96 
Jennison  109 
Johnson  &  Johnson  32,  44 
J.p.  Morgan  30,  122 
J.  Walter  Thompson  6 

K   


Valvoline  58 
Vision  TV  68 

w 


Quaker  State  58 
R 


Wamer  Bros.  35 
Worner-  Lambert  91 
Weight  Watchers  44 
Wells  Fargo  109 
Westinghouse  18,  44 
Whirlpool  18 
Whydah  Partners  6 
William  M.  Mercer  105'; 
112 

Woolworth  91 


Keefe,  Bruyette  & 
Woods  114 
KeyCorp  40,  114 
Kidder  Peabody  44 
Kimberly-Clark  43 
Kodak  56 
Komtek  84 

Kraft  General  Foods  59 


Rave  Precision  92 
Republic  Airlines  42 
Reuters  104 
Revlon  43 

Reynolds  &  Reynolds  109 
Royal  Bank  of  Canada  50 
Royal  Dutch  Petroleum  96 


Saint-Gobain  54 
Salomon  Brothers  72 
Samsung  18 


Zagat  Survey  131 


ivestment  Figures  of  the  Wee 


IMENTARY 

ear  of  inflation  reared  its  ugly 
I.  While  economic  data 
'ed  overall  job  growth  slow- 
lealthier-than-expected  job 
'th  among  manufacturers 
Iced  some  bond  traders,  and 
ield  on  the  long  bond  closed 
feek  at  7.56%.  The  Dow  fell 
uch  of  the  week,  but  perked 
i  Sept.  6,  gaining  1 3  points 
eneral  Motors'  report  of  a 
n  August  U.S.  car  and  truck 
.  What  the  GM  report  giveth, 
>ver,  the  next  session  took 
I,  and  the  Dow  fell  12.4 
s  on  Sept.  7. 


STOCKS 

Sept.     Mar.     Sept.     Sept  1-7 


BONDS 

Sept.     Mar.     Sept.     Sept  1-7 


THE  DOLLAR 

Sept.     Mar.     Sept.    Aug.  31 -Sept.  7 


- 


52-week  change 
+3.1% 


1-week  change 
-1.2% 


52-week  change 
-2.4% 


1-week  change 
-0.9% 


ARKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
IZE  COMPANIES  (S&P  MidCap  Index) 
1  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

3886.3 
177.0 
256.8 
270.9 

-0.7 
-0.8 
-0.2 
-0.9 

8.3 

4  1 

5  7 
2  8 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.65% 
7.56% 
2.70% 
18.7 

4.66% 
7.45% 
2.67% 
18.9 

3.02% 
5.86% 
2.73% 
23.6 

iIGN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

»i  ten 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

460.7 
44.0% 
0.40 
0.98 

460.6 
45.0%r 
0.32 
0.98 

Positive 
Neutral 
Neutral 
Positive 

ON  (FINANCIAL  TIMES  100)  3203.9 
0  (NIKKEI  INDEX)  20,023.8 
NTO  (TSE  COMPOSITE)                 4339  1 

-1  5 
-2.9 
-0.2 

5  6 
-4.3 
9  8 

DUSTRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS,  BRIDGE  INFORMATION  SYSTEMS  INC. 

'MONTH  LEADERS 

% 

1 -month 

change 

12-month 

Strongest  stock  in  group 

% 

1  -month 

change 

12-month 

Price 

)TELS  AND  MOTELS 

14.6 

9  4 

PROMUS 

30.6 

-17.6 

37% 

RSONAL  LOANS 

13.1 

40 

HOUSEHOLD  INTERNATIONAL 

15.9 

1.3 

39  Vs 

)LD  MINING 

12.2 

17.4 

ECHO  BAY  MINES 

20.5 

23.3 

13'A 

IMMUNICATIONS  EQUIPMENT 

12  0 

4.2 

DSC  COMMUNICATIONS 

23.0 

-13.5 

283A 

IUGS 

10.7 

10  3 

MERCK 

13.8 

3.4 

34 

-MONTH  LAGGARDS 

%  change 
1 -month  12-month 

Weakest  stock  in  group 

%  change 
1 -month  12-month 

Price 

L  WELL  EQUIPMENT  AND  SERVICES 

-4.6 

-17  1 

HALLIBURTON 

-6.9 

-25.1 

30 'A 

ECTRIC  COMPANIES 

-4.5 

-27.2 

NIAGARA  MOHAWK  POWER 

-21.2 

-48.5 

13 

i.  AND  GAS  DRILLING 

-3.2 

-22  9 

ROWAN 

-6.3 

-21.1 

7Vi 

GI0NAL  TELEPHONE  COMPANIES 

-2.7 

-9.2 

BELL  ATLANTIC 

-6.0 

-14.3 

545/e 

)NGL0MERATES 

-2.2 

-7.0 

in 

-7.0 

-4.9 

79% 

UTUAL  FUNDS 


BERS 

week  total  return 


XINGT0N  STRATEGIC  INVESTMENTS  14  8 

IITED  SERVICES  GOLD  14  7 

IYST0NE  AMERICA  HARTWELLEMERG.GR.Al3  6 


eek  total  return 


XINGT0N  STRATEGIC  INVESTMENTS  72.0 
ORGAN  STANLEY  INSTL.  EMERG.  MARKETS  47 .1 
AMC0  EMERGING  MARKETS  INSTL.  47.0 


LAGGARDS 
Four-week  total  return 


WRIGHT  EQUIFUND-SPANISH  NATL.  FID.  EQTY.  -4  8 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -3.2 
RYDEX  URSA  -3.1 


52-week  total  return 


M0NITREND  GOLD  -36 .1 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -26 .1 
AMERICAN  HERITAGE  -25  6 


I  1  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 
ZD    Average  fund 


52-weelc  total  return 


LATIVE  PORTFOLIOS 


it  amounts 
esent  the  present 
e  of  $10,000 
sted  one  year  ago 
ich  portfolio 

sntages  indicate 
lay  total  returns 


Foreign  stocks 
$11,878 

-0.14% 


U.S.  stocks 
$10,557 

+  1.38% 


Gold 
$10,470 

+  1.38% 


llll 


Money  market  fund 
$10,203 

+0.05% 


DRI/McG  RAW-HILL 


Hi 


Treasury  bonds 
$9,319 

+0.36% 


to  on  this  page  are  as  of  market  close  Wednesday,  Sept.  7  1994,  unless  otherwise  indicated. 
y  groups  include  S&P  500  companies  only;  performance  ana  share  prices  are  as  of  market  close 


Sept.  6.  Mutual  fund  returns  are  as  of  Sept  2.  Relative  portfolios  are  valued  as  of  Sept.  6  A  more  detailed 
explanation  of  this  poge  is  available  on  request,  r  =  revised 
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A  CAPITAL  SHORTAGE?  CHECK  THE  MATTRESS 


They  are  the  neo-Malthusians  of  finance— Wall  Street 
economists  shouting  warnings  of  the  coming  capital  cri- 
sis in  the  world  economy.  Instead  of  hurling  jeremiads 
about  impending  shortages  of  food  and  water  in  the  face  of 
overpopulation,  they  are  raising  the  specter  of  a  global  cap- 
ital shortage  that  would  cripple  economic  growth. 

On  the  surface,  their  argument  has  a  ring  of  verisimili- 
tude: Economic  growth  is  picking  up  not  only  in  the  U.  S., 
Europe,  and  Japan  but  in  most  of  Asia  and  Latin  America. 
For  the  first  time  in  recent  history,  most  nations  have  mar- 
ket economies  that  are  growing  fast.  Call  it  synchronized  glo- 
bal growth. 

This  growth,  the  financial  neo-Malthusians  say,  is  putting 
unprecedented  demand  on  supplies  of  capital,  and  a  short- 
age is  developing.  Lazard  Freres  partner  Felix  G.  Rohatyn 
talks  about  a  capital  gap  of  $1  trillion. 

What  better  proof,  they  say,  than  the  recent  run-up  in  world- 
wide long-term  interest  rates  at  a  time  when  inflation  is  low 
in  the  U.  S.  and  Europe  and  declining  in  Japan?  If  this  cap- 
ital shortage  continues,  interest  rates  could  zoom  to  the  point 
where,  in  the  mid-1990s,  economic  growth  is  choked  off. 

The  only  problem  with  the  capital  crisis  thesis  is  that,  in 
most  countries,  interest  rates  today  are  lower  than  in  the 
early  1980s.  That  was  long  before  the  Berlin  Wall  fell,  turn- 
ing communists  into  capitalists,  and  Latin  American  econom- 
ic planners  into  free-market  advocates.  With  the  internation- 
al economy  in  high  gear,  the  capital  shortage  thesis  suggests 
that  rates  should  be  at  record  levels.  They're  not. 

The  reason  is  supply.  While  the  crisis  crowd  does  a  pret- 
ty good  job  of  analyzing  the  growing  demands  for  credit,  they 
neglect  the  supply  side.  Take  mattress  money.  A  huge  sup- 
ply of  capital  around  the  world  is  tucked  away  under  mat- 
tresses, in  dollars  or  gold  and  silver.  Given  a  decent  chance 


of  not  being  confiscated  either  by  governments  or  inflatio 
it  emerges  and  quickly  becomes  available  for  investment.  CI 
na  is  financing  its  double-digit  growth  internally,  through 
mestic  savings  and  the  funds  of  overseas  Chinese.  It  borrov 
little  from  the  West. 

Then  there  is  mobile  mattress  money,  or  flight  capital 
shows  strong  signs  of  returning.  Estimates  of  Argenti: 
flight  capital  range  up  to  $40  billion;  Mexico  $100  billion;  Br 
zil  $40  billion;  Russia  $30  billion. 

How  much  mattress  money  is  there  in  the  world?  $200 
lion?  $500  billion?  Certainly  enough  to  finance  plenty 
growth.  Throw  in  billions  in  savings  from  the  emerging  mi 
die  classes  of  Asia  and  Latin  America  plus  billions  from  U 
baby  boomers  moving  into  their  high-saving  forties  and  t 
global  capital  shortage  evaporates. 

So  why  are  real  interest  rates  rising?  In  the  U.  S.  it's  sii 
ply  the  normal  result  of  economic  recovery,  reinforced  by  F€ 
eral  Reserve  moves  against  inflation.  In  Europe,  bond  vij 
lantes  are  protesting  huge  government  budget  deficits  at 
time  when  recovery  appears  stronger  than  anticipated 
neither  case  does  a  capital  shortage  play  a  signficant  role 

The  capital  crisis  argument  does  pose  one  real  dangei 
and  it  is  political.  Clinton  Administration  officials  are  beg 
ning  to  use  the  global  capital  shortage  argument  to  shu 
the  blame  for  high  rates  away  from  domestic  policy  onto  vag 
international  trends  that  no  one  can  control. 

Is  an  excuse  being  prepared  for  a  budget-busting,  aero 
the-board,  middle-class  tax  cut  for  the  1996  election?  Is  t 
groundwork  being  laid  for  explaining  away  the  higher  int< 
est  rates  that  would  result  from  expansionary  fiscal  pol 
and  deeper  budget  deficits?  Blame  it  on  the  international  e 
ital  shortage!  It's  a  specious  argument,  and  no  one  should 
allowed  to  get  away  with  it. 


A  LITTLE  HEALTH  REFORM  IS  BETTER  THAN  NONE 


Can  Washington  salvage  anything  useful  from  the  ash- 
es of  President  Clinton's  struggle  to  reform  health 
care?  Yes.  It  can,  and  it  should.  The  odds  against  ac- 
tion are  lengthening  (page  35),  but  Congress  and  the  Admin- 
istration still  have  the  chance  to  take  some  beneficial  steps 
toward  overhauling  America's  medical  industry.  Doing  so 
should  be  their  overriding  priority  in  the  next  six  weeks. 

Despite  the  collapse  of  comprehensive  reform,  politicians 
and  the  public  still  agree  on  three  things.  First,  insurance 
should  be  available  to  the  sick  as  well  as  the  healthy  and  be 
portable  for  those  who  change  or  lose  jobs.  Second,  the  poor 
should  have  basic  medical  coverage.  And  finally,  employers 
need  help  to  continue  their  efforts  to  create  a  medical  mar- 
ket in  which  efficient,  lower-cost  care  can  thrive. 

What's  needed  is  Presidential  leadership.  President  Clin- 
ton has  clung  to  the  elements  of  his  own  health  plan— par- 


ticularly universal  roverage  paid  for  by  employers— long 
ter  it  lost  all  political  momentum.  Even  now,  the  White  Hoi 
won't  throw  its  weight  behind  any  lesser  reforms.  Some 
the  Administration  are  urging  the  President  not  to  comp 
mise,  arguing  that  he  can  still  get  comprehensive  reform  n( 
year. 

That  would  be  a  mistake  of  historic  proportions.  Inste; 
President  Clinton  should  fight  for  a  solid  first  step  tow£ 
his  goals.  That  means  reforms  to  make  insurance  portal 
and  accessible,  even  to  those  with  preexisting  conditions 
means  helping  employers  who  insure  their  workers,  rati 
than  slapping  on  new  taxes  and  restrictions  that  will  enco 
age  companies  to  drop  coverage.  And  it  requires  faci 
squarely  the  costs  of  guaranteeing  coverage  for  the  poor 

If  President  Clinton  wants  to  be  known  as  the  leader  w 
started  health  care  on  the  road  to  recovery,  he  must  act  no 
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Smart  Solutions 

NUMBER  22-EXPRESS  MAIL 


erson  has  to  deliver 
50  hats  by  tomorrow. 


Finds  out  Express  Mail®  is 
a  very  smart  solution. 


Doesn't  have 
much  money. 


\  i  r 


Doesn't  cost 
much. 


Goes  to 
Post  Office. 


Guarantees  overnight 
delivery.* 


365  days 
a  year. 


Person  is 
delighted. 


Makes  bad  pun  about  taking 
hat  off  to  Postal  Service. 


For  an  Express  Mail  starter  kit,  call  1-800-THE-USPS,  ext.  945. 

'Some  restrictions  apply  Check  your  Post  Office  lor  details 


We  Deli  wen  For  You. 


'  UNITED  STATES 
POSTAL  SERVICE  , 


Before  your  nex 
make  sure  you've  got  th 

If  it's  down  to  winning  or  losing  a  key  business  battle,  most  companies  will  use 
whatever  weapon  it  takes.  And  since  no  two  situations  are  alike,  no  single  solution 
represents  the  ultimate  solution. 

That's  why  Metaphor  customizes  its  renowned  decision-support  solutions  in  part- 
nership with  many  companies.  We  use  our  own  tools  to  help  groups  access  shapeless 
masses  of  corporate  data  and  turn  it  into  something  of  priceless  strategic  value. 
And  if  a  third  party  technology  is  right,  we  won't  hesitate  to  use  it  as  well. 
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Relationship  marketing.  Frequent  customer  programs. 
Companies  spending  millions  building  customer  loyalty 

A  lot  of  which  they  could  be  saving.  If  only  they  knew 
more  about  the  people  they're  marketing  to. 

For  instance,  if  an  airline  knew  that  15%  of  its  best 
customers  racked  up  twice  as  many  miles  on  another  carrier, 
think  how  it  could  change  the  way  they  market  to  them. 

If  a  soft  drink  company  knew  which  customers  in 
specific  neighborhoods  of  every  city  wanted  which  product, 
think  how  it  could  impact  distribution  and  promotions. 

There's  no  doubt  about  it.  Customer  information  can 
be  the  most  powerful  tool  a  company  has. 

And  of  all  the  information  companies  out  there,  we're 
the  one  that  best  unites  the  strengths  of  both  computing 
and  communications  in  our  solutions. 

Our  Get  IT,  Move  IT  Use  IT™  Customer  Focused 
Solutions  are  already  at  work.  Helping  one  of  the  world's 
largest  retailers  understand  customer  buying  habits  by  store. 
So  they  can  stock  what  people  want  most,  while  reducing 
out-of-stock  occurrences  and  markdowns. 

Helping  banks  minimize  the  time  and  expense  of  loan 
approvals.  Reducing  processing  time  to  as  little  as  IS  minutes, 
while  cutting  out  up  to  25%  of  the  cost.  Helping  phone 
companies  cross-sell  services  and  identify  new  opportunities. 

There's  a  Customer  Focused  Solution  tailored  to  your 
industry  And  your  company 

Call  1  800  579-5722.  We  ll  tell  you  more. 


AI&T  Customer 
Focused  Solutions. 
Turning  information 
into  understanding. 


Now  that  NCR  and  AT&T  are  one,  computing 
and  communications  bare  come  together  to  help  you 
get,  more,  and  use  information. 


k  AT&T 


Global  Information 
Solutions 


FORT  IS  IS  HERE  TO  PROTEC 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis —  a  worldwide  financial  services  organization  $100  billion 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165 years,  Fortis  stands  for  powerful 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insuran 


n 

1 

VERYONE  IN  YOUR  CASTLE. 


that  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
employer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
annuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle. 
From  Fortis.  A  name  you  can  trust  around  the  world:.. and  right  in  your  own  backyard. 

(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD* 


For  more  information,  call  your  independent  agent, 
broker  or financial  consultant,  or  call 1-800-377-7282 . 
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TALK  SHOW 

It's  a  tempting  suggestion,  but  I'm  trying  to  resist  it\ 

—Alan  Blinder,  Federal  Reserve  vice-chairman,  responding  to  sug-l 
gestions  that  he  "shut  up" 


DOWNSWINGS 


IBM:  HERE'S  YOUR  HAT, 
WHAT'S  YOUR  HURRY? 


HANDYMAN'S  SPECIAL?  Teddy's  digs  may  need  work 


UNREAL  ESTATE 


ABIT  OF  CAMELOT 

— FOR  A  MEASLY  $7  MIL 


So  how  come  the  storied 
Palm  Beach  estate  of  the 
Kennedy  clan  has  been  on  the 
block  for  the  past  year,  with 
no  takers?  You'd  think  the 
historical  value  would  make 
it  an  easy  sell.  This  is  the  site 
of  both  the  glorious  camarad- 
erie of  Camelot  and  the  not- 
so-glorious  William  Smith  af- 
fair, which  did  current 
patriarch  Teddy  Kennedy  no 
political  good. 

Seems  the  estate  is  over- 
priced at  $7  million  and  run- 
down, say  local  real  estate 
agents.  One,  Nadine  House— 


who  says  she  rebuffed  Ken- 
nedy retainers  who  asked  her 
to  sell  it— believes  comparable 
oceanfront  mansions  fetch  just 
$4  million.  Plus,  she  says,  the 
home,  built  in  1923,  needs  $4 
million  in  rehab.  "It  really  is 
almost  a  teardown,"  she  says. 
Problems:  no  central  air  con- 
ditioning, small  bedrooms, 
some  without  closets,  and  an 
elevator  in  the  middle  of  the 
living  room.  These  woes  were 
first  reported  in  the  Miami 
Daily  Business  Review. 

Ned  Monell,  who  handles 
the  listing  for  Sotheby's  Inter- 
national Realty,  denies  it  is 
slow  to  move  or  overpriced.  A 
family  spokesman  says  grand 
houses  like  this  take  a  while  to 
sell.         Peter  Valdes-Dapena 


It  doesn't  pay  to  stay.  That's 
the  message  IBM  employees 
are  expected  to  get  soon  from 
on  high,  say  Big  Blue  insid- 
ers. IBM  has  almost  halved  its 
workforce  since  1986  through 
buyouts  (mostly)  and  layoffs. 
But  the  enticements  to  quit 
or  retire  have  been  growing 
steadily  less  attractive.  Until 
July,  1993,  an  iBMer  could 
leave  with  up  to  a  year's  pay; 
today,  it's  a  max  of  26  weeks. 

The  company's  next  effort 
to  trim  the  ranks  through  vol- 
untary departures,  which 
could  come  as  soon  as  late 
September,  is  likely  to  be 
based  on  making  continued 
service  even  less  appealing. 
Fears  among  the  rank  and  file 
are  that  early  retirement,  for 
those  with  enough  time  in, 


may  jump  from  age  55  to  ( 
Another  possibility:  rejigg<; 
ing  the  pension  formula 
make  high-income  years  coul 
for  less.  The  company  declini 
to  comment  on  its  plans. 

The  reason  for  the  chang; 
is  that  IBM  says  it  may  nl 
get  the  workforce  down  to 


CHEZ  IBM:  Emptier  hallways 


goal  of  215,000  by  yearen 
Current  nose  count  is  230,00 
although  cost-cutting  mov< 
outside  the  payroll  area  a: 
ahead  of  schedule.  Ira  Sag 


MAD  AVE. 


HEADING  AMBUSH  ADVERTISERS'  OFF  AT  THE  PASS 


ow  galling.  An  advertiser 
spends  millions  to  be  an 
Olympic  sponsor— only  to  find 
competitors  running  spots 
during  the  games  as  if  they 
were,  too.  In  1992,  American 
Express  showed  ads  set  in 
the  French  Alps,  site  of  the 
winter  games  that  year,  that 


THICK  WALLETS 


WHO  GETS  STOCK  OPTIONS?  DEBATE  HEATS  UP 


Do  stock  options,  those  po- 
tentially lucrative  good- 
ies that  companies  tuck  into 
pay  envelopes,  benefit  only 
the  big  execs— or  the  lesser 
lights,  too?  That's  the  latest 
fight  swirling  around  a  pro- 
posed rule  requiring  that 
stock-option  grants  be 
charged  against  company 
earnings.  They  aren't  now. 

Corporate- critics  claim  the 
proposal,  by  the  rulemaking 
Financial  Accounting  Stan- 
dards Board,  will  hurt  high- 
tech startups  that  lack  profits 
to  pay  cash  incentives.  Key 
to  the  debate  is  who  gets  this 


boodle:  If  it's  mainly  bosses, 
the  rule's  foes  could  lose  sym- 
pathy at  FASB,  which  will  vote 
soon  on  the  issue.  And  pres- 


to—both sides  of  the  debate 
have  unveiled  studies  to  bol- 
ster their  views. 

Rule-backer  Senator  Carl 
Levin  (D-Mich.)  flaunts  one 
by  Bethesda  (Md.  (-based  In- 
stitutional Shareholder  Ser- 
vices showing  that  97%  of 
the  options  in  1992  went  to 
15  or  fewer  employees  in 
each  of  the  5,991  companies 
it  surveyed.  And  the  rule-hat- 
ing   American  Electronics 
Assn.  pushes  one  by  ShareD- 
ata  of  Sunnyvale,  Calif.,  that 
has  35%  of  its  405-company 
sample  giving  options  to  all. 
The  reaction  at  FASB,  says 
board  member  Joseph  Ana- 
nia:  "These  studies  have  no 
direct  effect  on  us."  □ 


knocked  sponsor  Visa.  And 
the  1994  Winter  Olympic 
Wendy's  International  u 
staged  sponsor  McDonald! 
with  its  founder,  Dave  Thor 
as,  performing  fan- 
tasy feats  such  as 
the  bobsled  run. 

This  time  around, 
the  sponsors 
aren't  going  to 
permit  a  repeat 
of  this  "ambush 
advertising."  In  a 
deal  believed  to  ex- 
ceed the  $40  million 
McDonald's  paid  to  be  a( 
Olympic  sponsor,  the  hambu 
ger  chain  has  locked  up  a 
restaurant  spots  during  NBCfl 
broadcast  of  the  1996  sum 
mer  games.  Says  Pai 
Schrage,  McDonald's  chk 
marketing  officer,  ambus! 
ads  are  "a  low-class  way  t|  kt 
gain  attention."  Coca-Cola  ani 
Anheuser-Busch  also  hav 
locked  up  exclusive  deal 
with  NBC,  with  other  Olyn 
pic  sponsors  expected  tt 
follow.  David  GreisirV. 


■ 
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UP FRC1 


"I  know  I  need  to  reengineer  my  company,  but  how?" 


You're  committed  to  dramatically  changing  your 
jmpany.  You've  set  goals.  You've  gone  back  to  a  blank 
invas.  Now  what? 

From  fresh  ideas,  all  the  way  to  final  implementation, 
j-thur  Andersen  can  help. 

Experienced  Arthur  Andersen  professionals  start  by 
"taring  operating  practices  with  you  from  around  the  world, 
ou'll  learn  not  only  what  works  for  others,  but  what  works 
?sf  for  others.  So  your  quest  for  major  process  improvement 
ets  a  major,  creative  jump-start. 

The  professionals  at  Arthur  Andersen  build  upon  their 
nderstanding  of  business  processes  with  the  exclusive 
llobal  Best  Practices  knowledge  base.  It's  a  compendium  of 
ie  best  processes  from  the  best  companies,  delivered  to 
Lrthur  Andersen  professionals  by  CD-ROM  technology, 
bntinually  updated,  the  knowledge  base  is  unsurpassed  in 
s  depth  and  scope. 

Using  this  tool,  Arthur  Andersen  professionals 


collaborate  with  you,  finding  innovative  ways  to  alter  your 
operations  and  then  helping  you  implement  the  changes. 

We  can  help  you  improve  performance,  increase 
customer  satisfaction.  And — most  importantly — enhance 
your  revenues. 

Find  out  how  you  can  make  significant  progress — on 
paper  and  in  practice.  For  your  free  brochure  or  to  discuss 
with  us  personally  how  Global  Best  Practices  can 
work  for  your  company,  call  1-800-257-2912,  today. 

Best  Practices. 
Putting  insight  into  practice™ 


Arthur 
Andersen 


'1994  Arthur  Andersen,  Arthur  Andersen  &  Co,  SC.  All  rights  reserved. 
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AFTERLIVES 


KAY  WHITMORE'S 
NEW  SENSE  OF  MISSION 


For  everything,  there 
is  a  season.  A  time  to 
be  CEO  of  a  major  corpo- 
ration, and  a  time  to  do 
something  completely 
different.  Ousted  as 
Eastman  Kodak's 
chief   in  August, 
1993,  lifelong  Mor 
mon   Kay  Whit 
more   has  gone 
into  missionary 
work. 

Today,  he  leads 
the  Mormon  Mission 
of  Southern  England, 
one  of  300  such  mis- 
sions worldwide.  Its 
tive:  to  lead  170  young  Mor- 
mon men  and  women  as  they 
try  to  make  converts  of  Brit- 
ons. Salary:  none. 

That's   a   big  difference 


objec- 


from  Kodak,  where  he  got 
some  $1  million  a  year  plus 
benefits.  The  difference  isn't 
lost  on  him.  "I've  gone  from 
having  a  big  office  with  a  jet 
at  my  disposal  to  a  little  tiny 
office  where  only  a  few  peo- 
ple work,"  he  says. 

Whitmore,  62,  who 
\  says  he  accomplished 
what  he  wanted  in  Cor- 
porate America,  has 
been  in  England 
since  July.  The 
church  ap- 
proached him 
with  the  idea 
last  December, 
and  he  decided 
to  make  the  ca- 
reer shift.  "I 
didn't  want  to  work 
for  anyone  any- 
more, and  I  didn't 
need  to,"  he  says. 
"This  is  a  good  way  to  transi- 
tion from  being  a  chief  execu- 
tive. It's  better  to  be  totally 
involved  in  something  rather 
than  sitting  around  pining 
away  for  your  old  job."  □ 


DRAWN  AND  QUARTERED 


Bui  n 


PRODUCT  PEEK 


THE  NEIGHBORS  WILL  BURN  WITH  ENVY 


ow  you  can  go  to  that 
great  putting  green  in 
the  sky  in  the  bottom  of  a 
golf  bag.  Or  to  the  final 
roundup  snug  in  a  pair  of 
cowboy  boots.  Cremations  are 
on  a  steady  rise,  so  the  ele- 


THE  19th  HOLE:  Ki  IcO  aims  In  /ml 
the  fun  buck  in  funeral  urns 


gant  but— let's  face  it— boring 
urn  atop  the  mantel  is  giving 
way  to  bags,  boots,  and  other- 
more  personalized  designs. 
"People  understand  they  don't 
have  to  remain  with  tradition- 
al urns,"  says  Dennis  McNul- 


ty,  sales  manager  for  Kelco 
Supply,  the  Minneapolis-based 
funeral  supply  company.  Kelco 
started  selling  designer  urns 
last  year  and  has  seen  strong 
demand  for  them.  "We  offer 
urns  for  all  types,"  says 
McNulty.  The  containers  each 
go  for  around  $550,  about  the 
same  as  for  a  traditional  urn. 

A  record  20%  of  the  Amer- 
icans who  died  last  year  were 
cremated,  according  to  the 
National  Funeral  Directors 
Assn.  On  the  Pacific- 
Coast,  nearly  half  of  all 
deaths  led  to  cremation. 
Reasons  for  the  rise:  ; 
lower  costs,  shortage  of 
burial  space,  and  conven- 
ience for  increasingly  tran 
sient  families. 

The  aging  population  sug- 
gests a  bright  future  for  this 
grim  business.  Nearly  2.3  mil- 
lion died  last  year  in  the 
IJ.  S.,  with  3  million  dearly 
departeds  expected  in  2025. 
In  a  crowd  like  that,  a  final 
statement  of  individuality  has 
an  appeal.       Mark  Sherman 


l-WAY  PATROL 


COMING  SOON: 
SON  OF  800 


I  wildly  popular  invitation 
to  call  collect,  is  nearing  the 
saturation  point.  Some  7.6  mil- 
lion such  numbers  are  avail- 
able, with  4.1  million 
now  in  use.  That's  ^aiS 
up  from  3.1  mi 
lion  in  mid- 1993. 
If  the  growth 
rate  continues 
as  expected,  800 
will  max  out  in 
two  years  or 
so. 

Why  the 
surge?  Businesses  find 
it  a  good  way  to  boost  sales 
and  improve  customer  service. 
Increasingly,  for  instance, 
products  come  with  an  800 
number  affixed  to  their  labels. 
New  voice-mail  technology  al- 


lows people  to  do  things 
check  their  bank  balances  I 
phone  without  having  to  q 
with  an  operator.  And  in  19 
phone  companies  began  on 
ing  800  numbers  to  houl 
holds.  Result:  Several  hundj 
thousand  new  users  who  wl 
to  let  children  call  home  fj 
from  college  or  wherever. 

cost  isn't  daul 
ing,  either-^ 
monthly  w| 
AT&T,  plus 
to  25<? 
minute. 

What  to  I 
once  saturatj 
comes  is  bej 
chewed  over| 
the  Indus 
Numbering  Co) 
mittee,  a  consortium  of  all 
nation's  telephone  compani! 
The  likely  answer  will  be 
supplement  800,  which  Y 
been  around  since  1967,  w 
300  or  400. 


THE  BIG  PICTURE 


WHERE  THE 
RAISES  ARE 


Salary  increases  for  managers  in  some  of 
Asia's  emerging  markets  will  outpace  those 
of  U.S.  and  Japanese  executives,  says  a  nev 
survey.  Why?  The  Asian  Tigers  fret  more  over  losing  management 
talent  to  competitors.  The  survey  did  not  look  at  specific  salaries. 
25  -  MAXIMUM  PROJECTED: 
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1 1995  RAISES 
I  INFLATION  RATE 


HONG  KONG 
▲  PERCENT 


PHILIPPINES 


THAILAND       KOREA  CHINA 
DATA:  WILLIAM  M  MERCER  INC. 


JAPAN 


FOOTNOTES 


Total  number  of  U.  S.  gambling  casinos  operating  in  1990:  355;  in  1994  :  489 
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It  time  is  money,  these  are  the  least 
^pensive  fax  machines  you  can  own, 


ntroducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


n  business,  it's  a  fact  that  the  less  time  you 
.spend,  the  more  money  you  save.  Which  is 
•ecisely  the  idea  behind  our  new  7500  and 
300  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
le  time  people  spend  on  the  phone  line  and 
:  the  machine.  Features  like  connectivity 
ipabilities  that  let  you  send  and  receive  doc- 
ments  without  ever  leaving  your  desk.  And 
memory  capacity  of  up  to  288  pages  so  you 
in  deal  with  volumes  of  documents  at  your 
)nvenience,  not  the  machine's. You'll  also  have 
ilumes  more  paper  at  your  disposal  with  a 
iper  capacity  of  up  to  1,100  sheets. 

iSEK  C  LASS  is  j  registered  trjdtm.uk  of  Canon  Inc. 

1Q  is  a  trjdtmjrk  of  Cinon  Int.  ©  1194  Cumin  U.S.A.,  Inc. 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page/' 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  '  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

"Basfd  on  CCITT  HI  ch.irt  bt.intl.irtl  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


LASER  CLASS. 

LAIN     PAPER  FACSIMILE 


Canon 


SIEMENS 


1874.  That  was  then 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  the  U.S.  That  cable  was  manufactured  by  Siemens.  It 
could  carry  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


'J  Siemens  Corporation  1994 


1994.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  handles  1 ,000,000 
calls  an  hour.  It  can  even  carry  data  text  and  voice  simultaneously  on  a  single 
phone  line.  And  private  telephone  systems  from  ROLM®,  a  Siemens  company, 
deliver  voice  and  data  solutions  that  help  both  large  corporations  and  small 
business  improve  productivity.  Telecommunications  equipment  is  only  one  of 
the  many  precision  technologies  made  by  the  45,000  men  and  women  who 
work  nationwide  to  help  Siemens  remain  an  innovative  leader. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94.  Box  8003T,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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LYNCH  DEFENDS 
HIS  KIDDER  REPORT 


Your  article  on  my  Kidder  Peabody 
report  "What  Lynch  left  out"  (Fi- 
nance, Aug.  22)  erroneously  states  that 
significant  questions  were  left  unan- 
swered. In  truth,  the  author  of  the  arti- 
cle knew  the  answers  to  his  questions 
because  the  report  itself  answers  many 
of  them,  and  the  others  were  answered 
by  me  in  an  interview. 

"Where  were  the  auditors?"  The  re- 
port makes  clear  there  were  two  audits 
of  Joseph  Jett's  trading  desk  by  Kid- 
der's internal  audit  staff,  neither  of 
which  discovered  the  phantom  profits. 
As  the  article  notes,  the  report  criticizes 
the  Kidder  auditors'  inexperience  and 
their  failure  to  discover  the  problem. 
Contrary  to  the  article's  speculation, 
there  were  no  other  audits  of  Jett's  desk 
during  the  relevant  period,  and  the  au- 
thor was  so  informed. 

"Where  was  the  cash?"  The  report  ex- 
plicitly states  that  one  of  the  problems 
was  Kidder's  failure  to  break  out  real- 
ized profits  and  unrealized  profits  in  ac- 
counting systems,  and  it  recommends 
the  systems  be  changed  to  do  so. 

"Why  did  'outside  counsel'  conduct  a 
'review'  of  the  government  trading  desk  in 
October,  1992?"  As  the  writer  was  told, 
this  was  a  general  review  of  the  entire 
Fixed  Income  Div.  and  was  not  trig- 
gered by  any  specific  event  related  to 
Jett's  trading  desk.  The  writer  was  also 
told  that  the  review's  purpose  was  to 
identify  weaknesses  in  the  supervisory 
procedures  and  controls  of  the  division.  I 
did  not  identify  the  outside  counsel  be- 
cause I  believed  its  identity  was  irrele- 
vant. The  outside  counsel  was,  in  fact, 
Morgan,  Lewis  &  Bockius,  one  of  Kid- 
der's regular  outside  counsels. 

"Did  Cerullo's  assistant  say  that  Ce- 
rullo  really  knew  about  Jett's  activities?" 
By  citing  one  individual's  recollection 
that  another  said  that  Ed  Cerullo  (Jett's 
supervisor)  "was  aware"  of  Jett's  trading 
activities,  your  article  implies  that  Cerul- 
lo may  have  been  aware  of  Jett's  phony 
scheme.  Such  a  conclusion  has  no  basis 
in  evidence.  The  individual  who  report- 
edly said  that  was  not  aware  of  the  false 


trading  scheme  at  the  time  and  th 
could  not  assert  that  Cerullo  knew  abo 
the  phantom  profits.  Rather,  he  wou 
have  indicated  nothing  more  than  h 
belief  that  Cerullo  was  aware  of  wh 
appeared  to  be  legitimate  trading 
Jett.  Indeed,  once  that  individual  b 
■  came  suspicious,  he  was  instrumental  ' 
exposing  the  scheme. 

"Where  was  Carpenter?"  The  repo 
explicitly  states  the  facts:  Cerullo  r 
ported  to  Mike  Carpenter;  Carpent 
did  not  have  a  background  in  securiti 
trading;  and,  rightly  or  wrongly,  Ca 
penter  relied  on  Cerullo,  an  experience 
trader,  and  did  not  personally  prob 
Jett's  activities. 

In  conclusion,  the  article  sugges 
that,  until  the  questions  supposedly  ide 
tified  by  the  author  are  answered,  th 
report  must  be  viewed  as  a  "brief  fo 
the  defense."  My  only  mandate  fro 
Kidder  was  to  give  my  best  assessme 
of  what  happened  and  why,  based  o 
the  facts  I  found.  Not  only  were  th 
questions  answered,  but  any  contentio 
the  report  is  a  brief  for  Kidder  ma 
agement  is  belied  by  the  report's  ult 
mate  conclusion:  Jett's  phony  schem 
could  only  have  grown  because  of  la: 
supervision  and  misguided  judgment; 
on  the  part  of  Kidder's  management. 

Gary  G.  Lyncl 
Davis  Polk  &  Wardwel 
New  Yorl 

Editor's  note:  We  feel  the  points  Lyncl 
raises  are  not  errors  but  matters  of  inter 
pretation,  particularly  the  adequacy  o 
the  report's  discussion  of  whether  Car 
penter's  actions  were  right  or  wrong 
Lynch  was  given  an  opportunity  to  pro 
vide  his  point  of  view  prior  to  publication 
We  dispute  the  assertion  that  our  reporter 
was  given  pertinent  information  he  ig 
nored. 

MIKE  MILKEN:  A  HUNG  JURY 
OF  PUBLIC  OPINION 


Re  "Mike  Milken  for  Treasury  Sec 
retary"  (Economic  Viewpoint,  Sept 
5),  I  applaud  Paul  Craig  Roberts  for  pro- 
viding an  overdue  encomium  for  Michae 
Milken,  who  was  a  convenient  scape 
goat  for  those  who  disdain  the  free-mar 
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"Tkis  new  computer  RISC  chip  technology  is 
really  something.  It  took  me  one  day  to  complete 


an  assignment  that  used  to  take  weeks. 
Now,  if  you  11  excuse  me, 
Ym  off  to  have  dinner  with  my  family?* 


A  part  of  people's  lives  everywhere. 

Windows  NT  and  MIPS  are  trademarks  of  their  respective  owners 


In  an  increasingly  demanding  world  in  which  time  always  seems 
to  be  of  the  essence,  computer  chip  technology  is  allowing  us  to  be 
faster,  smarter... and  ultimately,  more  productive.  And  leading  the 
way  is  NECs  new  MIPS"  RISC  microprocessor.  Designed 
for  the  raw  speed  of  Windows  NT"  computing,  it  can  perform 
millions  of  advanced  commands  in  a  split  second-faster  than  just 
about  any  other  processor  today.  Now,  people  can  complete  the 
most  complex  tasks  in  a  mere  fraction  of  the  time  it  took  just  a 
few  years  ago.  Whether  it's  processing  data.  Manipulating  spread- 
sheets. Or  analyzing  10  years  of  sales  figures.  Because  of  this  chip, 
millions  will  complete  projects  in  a  way  they  were  rarely  able  to 
before... ahead  of  schedule.  In  fact,  every  product  NEC  makes-from 
cellular  phones  to  high-resolution  color  monitors-is  designed  to 
enhance  human  potential.  And  they're  backed  by  the  expertise 
of  a  world  leader  in  computer  and  com- 
munications technology.  In  public  and 
private  institutions.  In  businesses  large 
and  small.  In  homes  across  the 
country.  NEC  is  a  part  of  people's  lives. 
For  more  information,  call  us  at 1-800-338-9549. 


NEC 


Financial  Services 
from  Transamerica 


These  Days,  You 
Have  to  be  Prepared 
for  Changing 
Conditions. 

We're  Transamerica,  the  people 
in  the  Pyramid.  We  provide  the 
security  of  life  insurance  to 
millions  of  families.  We  help 
people  lead  better  lives  with 
home  equity  loans,  and  help 
them  plan  for  the  future  with 
annuities,  mutual  funds  and 
retirement  products.  We  believe 
in  providing  our  customers  with 
real  solutions  to  their  financial 
needs,  at  reasonable  prices. 
In  today's  world,  it's  good  to 
know  someone  stands  ready 
to  help  you  cope  with  change. 
Remember  us  when  you  want 
the  best  in  financial  services. 


Transamerica 

Life  Insurance  •  Investments  •  Lending  •  Leasing 


Run  with  it 


3M  is  the  brand  business  demands. 
Rated  number  one  in  reliability,  it's 
no  surprise  3M  diskettes  and 
quarter-inch  cartridges  are  pre- 
ferred over  other  brands.  Now  our 
new  go-anywhere  diskettes  give 
you  enhanced  performance  so  you 
can  take  your  work  anywhere. 
Another  reason  why  more  busi- 
nesses protect  important  informa- 
tion on  3M  brand  storage  products 
than  any  other  brand  in  the  world. 
You  should,  too.  Find  out  more. 
Call  1-800-888-1889,  ext.  1703. 

Reliabilit  y 

IM  liisl  -ties  require  enmpaiihle  drives.  Preference  and 

'  !:  •h'iu  r.uinys  based  on  independent  research.  c  1994 


CORRECTIONS  &  CLARIFICATIONS 

"Mike  Milken  for  Treasury  Secretary" 
(Economic  Viewpoint,  Sept.  5)  errone- 
ously referred  to  Social  Security  tax 
fraud  committed  by  Judge  Kimba  M. 
Wood,  who  withdrew  from  considera- 
tion as  Attorney  General  last  year.  Al- 
though Wood  employed  an  illegal  alien 
in  1986,  laws  then  did  not  prohibit  peo- 
ple from  hiring  such  workers.  Wood 
also  insisted  she  paid  appropriate  So- 
cial Security  taxes,  and  there  was  no 
evidence  to  suggest  otherwise. 

"A  new  high-tech  dynasty?"  (The  Cor- 
poration, Aug.  15)  gave  the  wrong  age 
for  Y.  C.  Wang,  the  chairman  of  For- 
mosa Plastics  Group.  He  is  78. 

"Sprint  picks  up  the  pace"  (Informa- 
tion Processing,  Sept.  5)  gave  the 
wrong  price  for  the  sale  by  Sprint 
Corp.  of  a  20%  interest  to  France  Tele- 
com and  Deutsche  Bundespost  Tele- 
kom. The  price  was  $4.2  billion. 

"LBO  hot-rodders  retool"  (Finance,  Sept. 
12)  should  have  said  that  the  $50  mil- 
lion that  Blackstone  Group  paid  to  in- 
vest in  LaSalle  Re  Ltd.  was  for  a  mi- 
nority stake. 


ket  system.  I  am  continually  appalled 
at  the  misconceptions  people  hold  about 
capitalism.  The  arguments  in  favor  of 
it  as  the  only  system  that  supports  indi- 
vidual liberties  have  been  made  repeat- 
edly by  such  great  minds  as  Adam 
Smith,  Milton  Friedman,  and  Ayn  Rand. 

Susan  M.  Mangiero 
Monroe,  Conn. 

I  was  shocked  to  read  Roberts'  view 
that  the  ends  justify  the  means  once 
you  reach  the  billion-dollar  level.  Milken 
should  be  recognized  for  his  brilliant 
understanding  of  the  use  of  junk  bonds. 
He  also  deserved  to  be  jailed  for  his  ille- 
gal activities  that  assured  every  transac- 
tion he  engineered  using  junk  bonds 
would  succeed.  Milken  is  the  worst  kind 
of  villain,  one  who  is  so  blinded  by  his 
own  brilliance  that  he  becomes  amoral, 
believing  his  actions  transcend  any  moral 
or  legal  restraints  as  long  as  their  inten- 
tion is  to  prove  his  ideas  are  correct. 

Sydney  J.  Hooper 
Atlanta 

The  kind  of  energy,  vision,  and  spirit 
Milken  has  shown  in  the  past  is  just 
the  right  medicine  for  us  to  stay  compet- 
itive in  the  global  society  of  the  future. 

Robert  K.  Fox 
Poway,  Calif. 


Your  article  on  Mike  Milken  for  Trea 
ury  Secretary  was  six  months  late  f< 
the  April  Fools'  edition. 

Wendy  Bernath  Larsc 
Boulder,  Col 

Michael  Milken  has  no  more  busines 
being  Treasury  Secretary  than  a  fc 
does  guarding  a  henhouse. 

Joel  Spec 
San  Die; 

Roberts'  article  is  on  the  mark,  and| 
second  the  motion. 

Henry  V.  Pelto 
Damariscotta  Mills,  M{ 

Nominating  Milken  for  Treasury  Seer 
tary  is  akin  to  suggesting  sainthood  f 
a  churchgoing  Mafia  kingpin. 

Michael  E.  Dunn 
Littleton,  Col< 

J.C.  PENNEY  STILL 
CHURNS  OUT  CATALOGS 


Regarding  "Spiegel's  book  is  a  res 
page-turner"  (The  Corporation,  Sep 
12),  J.  C.  Penney  has  not  phased  out  it 
"general  interest"  or  any  other  catalog: 
In  fact,  J.  C.  Penney  is  the  largest  eatz 
loger  in  America,  and  one  of  the  large 
in  the  world. 

Three  "Big  Books"  are  the  backbo 
of  this  very  successful  business,  th 
Spring/Summer  and  the  Fall/Winter  caj 
alogs  and  our  recently  released  Chris\ 
mas  book.  In  total,  J.C.  Penney  pub  I' 
lishes  about  100  different  catalogs  eac  \ 
year,  including  59  specialty  catalogs. 

Most  catalogers  benefited  from  th 
withdrawal  of  Sears,  Roebuck  &  Cc 
from  the  general-interest-catalog  busi 
ness  in  1993.  It  would  appear  that  Sear 
was  the  reference  you  were  looking  foi 
W.  E.  McCarth; 
Catalog  Communication 
J.  C.  Penney  Ct 
Dalla 
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Our  training  for  flight 
attendants  is  extremely 
rigorous.  Maybe  that's  why 
our  flights  are  so  relaxing. 


Simply  to  qualify  for  the  Korean  Air  train- 
ig  program  is  an  accomplishment.  Of  every 
lousand  who  apply,  only  a  few  possess  just  the 
ght  blend  of  grace  and  poise. 

Then,  nine  hours  a  day,  six  days  a  week  for  a 
lonth  or  even  more,  their  natural  abilities  are 
jfined.  They  study  world-class  service.  And  hos- 
itality  And  a  number  of  different  languages. 

By  the  time  our  flight  attendants  graduate, 
ley 're  skilled  in  all  the  arts  of  comfort.  Which 
;aves  our  passengers  nothing  to  do  but  relax. 


KOREAN  AIR 

Fly  the  spirit  of  dedication." 


LL  HELP  YOU  AVOID  COMING  INTO  CON  17 


Rubber  gloves  and  airtight  masks  won't  protect  yon  from 
the  hazards  of  an  inefficient  company  health  plan.  Blue 
Cross  of  California's  Claims  Key"  program,  however,  can 
help  your  company  steer  clear  of  skyrocketing  medical  costs. 
□  What  is  Claims  Key  ?  It's  a  free,  in-depth  analysis  that 


will  identify  how  your  company  could  be  saving  mone 
with  our  Preferred,  Provider  Organization,  orPPO  for 
short.  □  Simply  provide  us  with  the  claims  turned  in 
your  employees  over  a  three-month  period.  We'll  revieu 
them  and  show  you,  in  a  side-by-side  comparison,  just  h 


'<  :aliforniaCart  Health  Plans  and  Blue  Cross  of  California  art-  Independent  Licensees  of  [he  Blue  Cross  Association.  ®  is  a  registered  mark  of  the  Blue  Cross  Association.  ®' is  a  registered  mark  of  the  WelllVunt  Health  l§ 


H  MEDICAL  WASTE 


Crow  can  save  you  money  on  medical  costs.  Wh  ich 
nnpanies  with  over  500  employees  is  something 
ive  been  able  to  do  every  single  time,  □  To  come  in 
ict  with  the  people  ivho  can  help  rediu  e  health  care 
for  your  company,  call  your  broker  or  a  Blue  Cross 


Group  Sales  office.  Once  you've  seen  hoiv  much  money  our 
free  Claims  Key  service  can  save  your  company,  we  suspect 
you'll  want  to  get  rid  of  your  current  coverage.  However,  we 

do  encourage  you  to  CaliforniaCare  Health  Plans 
dispose  of  it  pmperiy.  ill  Blue  Cross  of  California 


rk,,[  Win- <.r..v.  nl  (  ..111.  ii  m. i      I'm  I  llliit-C.iossol  ( 


SOMEONE  DRAWS  A  LINE  AND  SAYS, 
"THIS  IS  AS  FAR  AS  YOUR  COMPANY  CAN  GO." 


(A)  You  nod  and  toe  the  line. 

(B)  You  frown  and  straddle  the  line. 

(C)  You  laugh,  jump  over  the  line 
and  never  turn  back. 


If  you    chose    (  C  ), 
congratulations.  Your   company  can 
grow   and    prosper    in  California. 


It  must  be  in  our  genes.  It's  clearly  a  part  of  our 
States  history.  It's  our  steadfast  relusal  to  accept 
limitations.  Otherwise  known  as  the  spirit  that 
has  made  California  the  entrepreneurial  capital 
of  the  world. 

[bday,  that  spirit  has  produced  the  world's 
7th  largest  economy.  Anil  more  goods  and  services 
than  any  other  state  in  the  nation,  with  more 
cutting  edge  industries  and  the  workplace  to 
let  them  grow. 

That  spirit  is  also  behind  our  state  government  s 
responsiveness  to  business,  with  everything  from 


workers  compensation  reform,  regulatory  reform, 
tax  reform  and  dozens  of  new  partnerships  with 
businesses.  And  without  that  spirit,  there  wouldn't 
be  TeamCalifornia,  a  statewide  alliance  of  govern- 
ment and  business  people  who  ( 1 ) don  t  draw  lines; 
(2)  are  sponsoring  this  message;  and  (3)  can  help 
your  company  go  places  in  California. To  learn  how 
TeamCalifornia  can  help  you  determine  the  growth 
possibilities  for  vour  company,  or 
for  more  information  about  your 
company's  potential  in  California, 
call  1-800-326-2606. 


Calilornia.  The  Climate's  Right. 
California  Trade  and  Commerce  Agency 


D  BY  STEPHEN  H.  WILDSTROM 


WHOLE  NEW  PALETTE 
F  LOW-COST  COLOR 


I  olor  printers  have  been 

around  since  the  early 
I  days  of  personal  com- 
:rs.  But  until  recently, 

only  came  in  two  varie- 
neither  of  which  offered 
h  for  businesspeople. 
ip  units  were  nice  for 
ng  up  a  kid's  school  re- 
but didn't  produce  output 
[  enough  for  serious  busi- 
use.  High-end  color  print- 
were  capable  of  stunning 
ut,  but  their  finicky  na- 

and  high 
-figure  prices 
jated  them  to 
hic-arts  shops, 
ow,  improve- 
ts  in  inkjet 
ting  are  mak- 
quality  color 
ting  available 
business  and 
1  home  use. 
DeskJet  560C 
Windows  and 
intosh)  from 
rlett-Packard 

and  Canon 
s  BJC-600 
idows  only) 
good  color  on 

desktop  for 
ind  $500.  And 
1  Epson  America 

(800  922-8911), 
;  comes  the  new 
on  Stylus  Color, 
i  a  street  price  of 
than  $600,  to  set 
ew  standard  for 
cost  color, 
olor  can  add  dra- 
ic  impact  to  a  cru- 
report,  bring  drab  charts 
fe,  and,  above  all,  give  a 

dimension  to  the  over- 
i-projector  slides  for  your 
t  presentation.  But  don't 
set  to  use  color  on  widely 
ributed  reports  or  memos, 
iers  remain  rare,  and  com- 
cial  duplicating  services 
•ge  75<P  or  more  per  page, 
[igh-end  color  printers  use 
ous  techniques  to  trans- 


fer colored  waxes,  microscop- 
ic particles  of  plastic,  or  dyes 
to  paper.  The  Epson  Stylus 
deposits  tiny  drops  of  ink— up 
to  half  a  million  per  square 
inch.  The  colors  are  vivid,  and 
the  Epson  handles 
subtle  changes  in  hue 
without  producing  the 
distinct  bands  of  color 
that  have  long  been 
the  hallmark  of  inex- 
pensive printers.  The 
quality  isn't  quite  up 


PRODUCT 

Epson  Stylus 
Color  Printer 

MAKER 

Epson  America 
Torrance,  Calif. 


STRENGTHS 

Brilliant  color 

tree  from 
streaking  and 
banding; 
low  cost. 


DRAWBACKS 

Slow,  up  to 
15  minutes 
for  best-quality 

color  page; 
plain-paper  text 
printing 
a  bit  fuzzy. 


to  the  standard  of  the 
near-photographic  im- 
ages turned  out  by 
$5,000-plus  machines, 
but  the  output  is 
astonishing  for  the 
price. 

The  Stylus  is  also 
easy  to  install  and 
use.  A  single  disk 
sets  it  up  for  Win- 
dows. Software  is 
also  included  that  allows  the 
printer  to  work  with  some 
older  DOS  programs,  although 
anyone  serious  about  color 
should  probably  switch  to 
Windows  first.  A  Mac  version 
is  due  later  this  year. 

Color  doesn't  come  without 
compromise,  even  if  the  price 
tag  is  low.  While  color  output 
is  dazzling,  the  Epson's  black 
and  white  printing  is  no  bet- 


ter than  average  for  an  ink- 
jet,  and  the  slight  blurriness 
of  its  text  compares  unfavor- 
ably to  a  laser  printer  such 
as  the  comparably  priced,  but 
monochromatic,  HP  LaserJet 
4L.  Print  quality  can  be  im- 
proved by  using  special  pa- 
per that  prevents  ink  dots 
from  bleeding,  but  it  costs 
nearly  10<t  a  sheet. 

The  biggest  drawback, 
however,  is  speed.  Like  most 
color  inkjets,  the  Stylus  takes 
about  a  minute  to  print  a  full 
page  of  text,  com- 
pared with  about  15 
seconds  for  a  Laser- 
Jet 4L.  If  you  do 
much  printing,  you'll 
spend  a  lot  of  time 
waiting.  Color  takes 
a  lot  longer,  up  to  15 
minutes  for  a  full- 
page  printout  at 
the  top-quality 
setting. 

For  all  of  the 
Stylus'  virtues, 
pokiness  means 
that  it  may  not  be 
the  best  choice  as 
your  daily  work- 
horse. One  alter- 
native would  be  to 
put  a  Stylus  on  a 
network,  making 
it  available  to  all 
members  of  a 
work  group.  Un- 
like top-of-the-line 
color  units,  the 
Epson  can't  be  connected  di- 
rectly to  a  Novell  Inc.  Net- 
Ware network,  but  can  be 
hooked  up  using  a  device 
called  a  print  server. 
B&w  pdq.  A  different  sort  of 
compromise  is  offered  by 
Canon's  new  $500  BJC-4000. 
Although  its  color  quality  isn't 
as  good  as  the  Epson  unit, 
the  Canon  spits  out  mono- 
chrome text  pages  at  a  laser- 
like four  pages  per  minute. 

The  overwhelming  bulk  of 
your  printing  will  continue  to 
be  black  text  on  white  paper. 
But  used  wisely,  color  can 
have  tremendous  impact,  and 
when  you  need  it,  you  need  it 
bad.  The  new  crop  of  printers 
means  that  you  can  now  get 
it  at  a  price  that  nearly  every 
business— and  many  individu- 
als—can afford.  S.W. 


BULLETIN  BOARD 


APPLICATIONS 

CLEANING  UP  YOUR  WINDOWS 

All  programs  written  for  Win- 
dows can  be  installed  with  a 
click  of  the  mouse.  But  getting 
rid  of  a  program  you  no  long- 
er want  can  pose  a  chal- 
lenge, because  Windows  in- 
stallations often  spread  bits 
of  themselves  all  over  your 
hard  drive.  Uninstaller  from 
MicroHelp  Inc.  (800  922- 
3383)  is  a  handy  utility  that 
tracks  down  the  components 
of  unwanted  Windows  pro- 
grams to  free  disk  space. 
When  you  tell  Uninstaller 
what  software  to  dump,  it 
searches  your  hard  disk  and 
offers  a  list  of  files  it  thinks 
should  be  deleted.  Uninstall- 


er doesn't  make  deleting  a 
program  as  easy  as  on  a 
Macintosh,  where  all  you 
have  to  do  is  drag  an  icon  to 
the  desktop  trash  can.  But  it  is 
a  valuable  addition  to  the 
Windows  user's  tool  kit. 

GLITCHES 

WHAT  THE...?!  

Anyone  with  a  little  computer 
experience  knows  that  soft- 
ware quality  control  isn't  al- 
ways what  it  should  be.  But 
the  New  Grolier  Multimedia 
Encyclopedia,  sold  as  part  of 
the  popular  Sound  Blaster  CD- 
ROM  kits,  marks  a  new  low.  If 
the  computer's  video  isn't 
properly  configured  for  the 
program,  it  displays  the  error 
message:  Picture  Not  Is  Sup- 
ported Format.  Grolier  says 
the  message  will  be  replaced 
with  a  less  cryptic  version  in  a 
future  release. 


Questions?  Comments?  techanaVg mgh.com  on  Internet  or  fax  (202)  383-2125 


OLOGY  &  YOU 
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ARROGANT  CAPITAL:  WASHINGTON,  WALL  STREET,  AND  THE  FRUSTRATION  OF 
AMERICAN  POLITICS 

By  Kevin  Phillips 

Little,  Brown  •  231  pp  •  $22.95 


AMERICA 
THE  DOOMED? 


■  s  America  in  long-term  economic  and 
I  moral  decline?  Should  the  govern- 
I  ment  have  let  the  country  endure  a 
1930s-style  financial  collapse  in  the  late 
1980s  to  teach  big,  reckless  speculators  a 
lesson?  Is  the  proliferation  of  coffee  bars 
in  Washington  a  sign  of  corruption  and 
decadence  in  the  nation's  capital? 

If  you  answer  "yes"  to  at  least  two  of 
these  questions,  you'll  enjoy  Arrogant 
Capital:  Washington,  Wall  Street,  and  the 
Frustration  of  American  Politics.  Chanc- 
es are  you  already  share  political  analyst 
Kevin  Phillips'  view  of  Washington  as 
a  political  swamp  where  a  venal  elite 
cashes  in  even  as  it  lets  the  nation  sink 
into  an  economic  abyss.  The  capital  has 
become  "a  honey  pot,"  he  moans.  Its 
"intermingling  of  public  service,  loose 
money,  vocational  incest,  overinflated 


salaries,  and  ethical  flexibility  verging 
on  corruption  has  become  such  a  huge 
gravy  train... that  the  prospect  of  serious 
debate  is  unnerving." 

Well,  true  enough.  But  if  you  get  past 
Phillips'  anger  and  examine  the  facts,  he 
fails  to  back  up  his  thesis  that  the  U.  S.  is 
undergoing  the  very  economic,  social, 
and  political  changes  that  sent  other 
superpowers— 17th  century  Spain,  18th 
century  Holland,  and  19th  century  Brit- 
ain—into decline.  This  analysis  calls  to 
mind  Paul  Kennedy's  The  Rise  and  Fall  of 
the  Great  Powers,  which  compared  U.  S. 
military  commitments  to  the  "imperial 
overstretch"  that  did  in  Britain,  Spain, 
and  Austria-Hungary.  But  Phillips  dis- 
cerns different  signs  that  a  nation  is  hit- 
ting the  skids:  a  rich,  bloated  capital  city, 
a  shrunken  manufacturing  base,  overly 


tins, 
swer 


large  and  powerful  financial  industri 
the  capture  of  political  institutions 
special  interests,  soaring  national  debi 
even  tolerance  of  homosexuality. 

Such  historic  parallels  are  fascinatir 
and  many  of  Phillips'  observations  abc 
Washington's  political  gridlock,  thou 
not  new,  are  on  target.  But  when  Philli 
ventures  beyond  political  analysis  ir 
economics,  he  goes  seriously  astray. 

He  buys  into  common  myths  perpel 
ated  by  politicians  who  see  advantag 
in  holding  up  a  glass  that's  always  h 
empty:  that  the  U.S.  is  exporting 
its  factories  and  high-paying  jobs,  th 
what's  good  for  Wall  Street  is  bad  f  i  Ir 
Main  Street,  that  the  growth  of  interr 
tional  trade  destroys  working-class  fai 
ilies,  that  speculation  in  exotic  financi 
derivatives  has  run  amok. 

Let's  get  some  perspective  here.  Ye 
America's  share  of  the  global  econon 
has  fallen— but  that  has  been  going 
since  1950  as  nations  around  the  wor 
have  grown  richer.  And  while  U.  S.  ma  I . 
ufacturing  hasn't  grown  as  fast  as  st 
vices  have  over  the  past  40  years,  Fe 
eral  Reserve  figures  show  the  industri 
base  has  doubled  since  1967.  Moreovt  L«- 
the  Commerce  Dept.  projects  that  tl  fere ' 
U.  S.— still  the  world's  top  exporter— w  ■  - 


pas  i 
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Just  Because  You  Had  The  Vision 
To  Build  The  Company  Doesn't  Mean  Yo 

HAVE  TO  LAY  THE  BRICKS. 


And  just  because  you  need  network  solutions  doesn't  mean  you  have  to  build  the 
network.  Advantis  offers  a  full  spectrum  of  Custom  Network  Solutions,  structured  to 
save  you  time,  money  and  resources.  Selecting  the  nght  outsourcing  partner  is  crit- 
ical, and  since  networking  is  our  only  business,  Advantis  has  the  experience  to  be  that 
partner  for  you.  We  already  provide  a  wide  range  of  network  solutions,  including 
Internet  access.  Network  Services  like  leased  line,  dial  and  wireless  connectivity,  high 
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bandwidth  data  and  voice  applications,  and  E-mail  and  EDI  messaging  services  tot 
than  1 3,000  companies  and  1 .5  million  users.  And  as  part  of  the  IBM  Global  Neljt 
Advantis  can  link  your  company  to  customers  and  business  partners  in  700  loc|i 
covenng  more  than  90  countries.  The  expertise  of  3,000  skilled  networking  p? 
sionals  can  develop  the  right  voice  and  data  network  solution  for  your  company 
can  design,  implement  and  operate  your  network,  allowing  you  the  freedc  ^ 


p 


a  record  $493  billion 

oods  abroad  this  year. 

Is,  the  U.  S.  experi- 

id  a  net  loss  of  2  mil- 
manufacturing  jobs 

•  the  last  five  years, 

ely  due  to  productiv- 

gains.  But  the  Labor 

t.  says  most  of  the 

js  were  in  the  lowest- 

ng  industries.  And  a 

>al   survey   by  two 

ss  research  groups 

d  that  the  U.  S.  was 

world's  most  competi- 
economy  in  1994.  No 

at  millions  have  suf- 

d    because    of  the 

sformation  the  econo- 

has  undergone,  but 
has  been  the  case  since  America 

i  up  on  an  agrarian  society  in  the 
century.  Change  can  be  wrenching. 

till,  decline?  Phillips'  contention  that 

lomic  policymakers  are  beholden  to 

stock  and  bond  markets  reflects  old 

king  about  finarcial  markets  as  tools 
privileged  clique  that  gains  at  the 

mse  of  average  Americans.  In  fact, 

l  the  explosive  growth  of  mutual 

Is— not  to  mention  the  millions  of 

kers  with  pensions  invested  in  the 

kets— Wall  Street  and  Main  Street 


hillips  is  right 
about  the  perils  of 
political  gridlock,  but 
dead  wrong  that  the 
economy  is  a  goner 


now  intersect.  Phillips  is  equally  sim- 
plistic in  denouncing  all  derivative  activ- 
ity as  "runaway  electronic  speculation" 
that  will  trigger  a  crash  if  not  brought 
under  tight  federal  scrutiny. 

He  is  on  sounder  ground  addressing 
Washington's  political  paralysis.  When 
he  decries  the  unprecedented  concen- 
tration of  special  interests,  he  fails  to 
note  that  many  of  those  interests  repre- 
sent huge  chunks  of  the  public— seniors, 
minorities,  homeowners,  small  business- 
es. But  he's  right  that  there  are  too 


many  high-powered  gun- 
slingers  representing  nar- 
row causes.  And  he  offers 
appealing  solutions:  Move 
the  capital  to  other  cities 
for  part  of  each  year,  re- 
place congressional  votes 
with  national  referendums 
on  key  issues,  impose  leg- 
islative term  limits,  cre- 
ate a  multiparty  system, 
and  close  half  the  law 
schools  to  reduce  the  glut 
of  lawyer-lobbyists.  Yet  he 
dismisses  the  most  obvi- 
ous way  to  diminish  influ- 
ence-peddling—campaign 
finance  reform— claiming 
"the  system  is  too  resist- 
ant" to  change. 
That  pessimism  underlies  the  nation's 
political  problems.  Washington  is  an  ar- 
rogant capital  because  it  represents  a 
cynical  country.  Frustrated  citizens 
throw  up  their  hands  instead  of  voting 
to  throw  the  scoundrels  out.  Want  to 
bring  Washington  to  heel?  Try  some  old- 
fashioned,  grass-roots  political  activism. 
It  turns  the  most  arrogant  capital  deni- 
zen into  a  humble  servant. 

BY  OWEN  ULLMANN 
Washington  News  Editor  Ullmann  has 
covered  both  economics  and  politics. 


te  on  your  own  business.  And  you  don't  have  to  pick  up  a  brick.  Just  pick  up 
and  ask  for  your  executive  brochure  outlining  how  network  outsourcing  from 
an  contribute  to  your  successful  business  strategy, 
s  a  joint  venture  of  IBM  and  Sears,  Roebuck 
all  us  today  at  1  -800-775-5808  or  contact      /1/T%  7/7F1  /lC 
l  the  Internet  at  INFO@ADVANTIS.COM 
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conomic  Viewpoint 


BLASPHEMY  FROM  BLINDER? 
NOT  REALLY 


BY  ROBERT  KUTTNER 


The  vice-chairman 
of  the  Fed  caused  a 
flap  by  saying  the 
central  bank  should 
concern  itself  with 
joblessness  as  well 
as  prices.  If  anything, 
however,  this 
supposed  inflation 
dove  is  too  prone  to 
fly  with  the  hawks 


ROBERT  KUTTNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OP  LAISSEZ-FAIRE 


I  rise  in  defense  of  my  erstwhile  fellow 
I  BUSINESS  WEEK  columnist,  Alan  S.  Blinder, 
I  now  vice-chairman  of  the  Federal  Re- 
serve. Blinder  recently  had  the  temerity  to 
suggest  that  unemployment  as  well  as  infla- 
tion was  of  concern,  at  some  times,  in  some 
places.  From  the  ensuing  uproar,  you  might 
have  thought  he  had  advocated  nationalizing 
the  means  of  production. 

The  New  York  Times  interpreted  Blinders 
carefully  qualified  speech  as  an  "intellectual 
split"  in  the  Fed's  Board  of  Governors.  News- 
week columnist  Robert  J.  Samuelson  (no  rela- 
tion to  the  distinguished  economist  Paul  A. 
Samuelson)  pronounced  him  dangerously  "soft 
on  inflation,"  hence  lacking  "the  moral  or  intel- 
lectual qualities  needed  to  lead  the  Fed." 

But  Blinder's  actual  remarks  at  the  Kan- 
sas City  Fed's  annual  colloquium  at  Jackson 
Hole,  Wyo.,  reveal  no  such  thing.  Blinder  did 
say  that  "central  banks,  or  more  generally 
macroeconomic  policies,  do  have  a  role  in  re- 
ducing unemployment  as  well  as . . .  reducing 
inflation."  The  Federal  Reserve  Act  itself  calls 
on  the  Fed  to  pursue  both  "maximum  employ- 
ment and  stable  prices."  But  this  view,  sadly, 
has  become  controversial. 

What  Blinder  did  not  say  was  that  he 
thought  the  Fed  should  ease  money  to  fight 
unemployment  in  present  economic  conditions. 
On  the  contrary,  he  declared  the  economy  "ex- 
tremely close"  to  its  sustainable  noninflationary 
rate  of  unemployment.  As  if  to  underscore 
the  point,  Blinder's  first  vote  as  vice-chair- 
man last  July  was  to  raise  rates. 
hearing  voices?  The  subject  of  the  Jackson 
Hole  meeting  was  reduction  of  unemployment. 
What  Blinder  did  say  was  that  unemployment 
is  too  high  elsewhere  in  the  industrial  world, 
notably  in  Europe.  And  he  observed,  correct- 
ly, that  unemployment  has  risen  most  in  coun- 
tries whose  central  banks  were  single-minded- 
ly  devoted  to  cutting  inflation.  He  also  said 
that  looser  monetary  policy  does  have  a  role  at 
points  in  the  business  cycle  when  unemploy- 
ment is  high. 

That  thought  is  hardly  controversial.  After 
all,  it  was  Alan  Greenspan's  Fed  that  steadily 
relaxed  monetary  policy  during  1989-1993  to 
stimulate  recovery.  Does  this  make  Green- 
span dangerously  soft  on  inflation  or  morally 
unfit  to  lead  the  Federal  Reserve?  Does  it 
suggest  an  intellectual  split  between  Green- 
span and  Greenspan? 

I  have  gently  chided  Alan  Blinder  in  this 
space,  from  the  opposite  quarter.  In  my  view, 
there  is  n>  'thing  "natural"  about  a  6%  rate  of 
unemployment,  which  translates  to  8  million 
unemployed.  On  this  point,  Blinder  concurs. 


"That  doesn't  mean  you  can't  reduce  the  uner 
ployment  rate  below  its  so-called  natural  rate 
Blinder  says.  "It  only  means  you  can't  do 
with  monetary  policy.  You  have  to  use  micn| 
economic  interventions  in  labor  markets." 

Blinder  is  surely  right  that  we  need  stru 
tural  policies  to  make  fuller  employment  les  | 
inflationary.  At  the  high  end  of  the  job  ma 
ket,  there  are  spot  shortages  in  some  pr 
fessions  and  some  regions,  producing  a  smi< 
gen  of  wage  pressure  even  with  an  overa 
jobless  rate  above  6%.  At  the  low  end,  mi  , 
lions  of  unqualified  people  are  effectively  oi  ft 
of  the  labor  market.  Using  monetary  polic 
alone  to  tighten  job  markets  to  the  poir 
where  unqualified  people  began  looking  a 
tractive  would  bid  up  wages  across  the  boarq 
ticklish  position.  The  solution  at  both  ends 
the  job  market  is  education  and  training,  a 
well  as  a  less  austere  Fed.  The  Clinton  Admii  Iffll  1 
istration  grasps  that.  But  given  the  absence  (  pi„ 
support  in  Congress  for  new  training  outlay! 
we  are  stuck  by  default  with  the  premise 
6%  unemployment  is  somehow  natural  an 
that  monetary  policy  dare  not  lower  it. 

Training  outlays  are  indeed  indicated,  bi 
the  Fed  should  also  take  its  foot  off  the  morf 
etary  brake.  Blinder,  when  he  was  a  membe 
of  the  President's  Council  of  Economic  AdvisM 
ors,  seemed  to  agree.  According  to  the  199 
Economic  Report  of  the  President,  which  Blind  jjjjj) 
er  helped  draft,  long-term  interest  rates,  the: 
about  6%  (and  now  close  to  8%  thanks  to  tbislia 
Fed)  were  already  too  high.  "Clearly,  if  infli 
tion  remains  under  control,  bond  yields  havi 
some  way  to  fall  to  come  into  line  with  thei 
historical  averages." 

Inflation  remains  low.  Wages,  the  most  si; 
nificant  source  of  inflationary  pressures,  an 
nearly  flat.  Some  commodity  indices  are  risinj 
slightly,  but  the  core  rate  of  inflation  remaini 
minimal.  Blinder  replies  that  today,  as  op 
posed  to  last  winter,  the  economy  is  close: 
to  effective  full  employment;  thus  labor-marke 
policy,  not  looser  money,  is  indicated. 

As  a  recent  Clinton  appointee  to  the  Fee 
and  a  Keynesian,  Blinder  is,  of  course,  in  a  del 
icate  position.  He  is  a  bit  more  dovish  oi 
fighting  unemployment  than  his  colleague: 
and  somewhat  less  inclined  to  panic  when  ht 
sees  a  rising  commodities  index.  But  his  over 
all  view,  if  anything,  is  a  shade  too  close  to  th< 
Greenspan  consensus. 

Blinder's  remarks  neither  contradicted  hi: 
earlier  views  nor  provoked  a  fight  with  his 
chairman.  "The  vice-chairman  of  the  Federa 
Reserve  Board  created  an  incredible  controver 
sy  by  endorsing  the  Federal  Reserve  Act, 
Blinder  says.  "I'll  stand  by  that  endorsement.' 


if.  [j 
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coking  for  the  best  val 
lecommunications  dollar  in  Europ 

len  move  ahead  like  UPS  and  talk  t 
eutsche  Telekom,  Europe's  No.  1 
lecommunications  company. 


Businesses  that  provide  services  measure 
success  by  their  ability  to  consistently  per- 
rm  for  their  customers.  And  in  the  package  delivery  business,  United  Parcel  Service  has  set 
e  benchmark  for  reliability  and  quality  service. 

ith  UPS's  global  reputation  for  the  highest  standards,  it  is  no  surprise  UPS  chose  Deutsche 
?lekom  as  its  continental  European  partner  from  a  host  of  European  teleeonununications  com- 
mies. By  hubbing  their  European  teleconmumications  traffic  in  Germany,  UPS  benefits  from 
?ing  in  the  center  of  Europe.  Close  to  the  developed  and  emerging  markets  of  Europe,  Deutsche 
^lekom  provides  network  services  to  multinationals  like  UPS  through  its  direct  link  to  the  U.S. 
a  fiber  optic  cables  and  its  partnership  with  the  Intelsat  Satellite  Network.  In  Germany,  custom- 
's have  access  to  the  world's  most  advanced  services  including:  ISDN,  VSAT,  intra-European 
gital  leased  lines,  public  data  networks,  and  international  toll  free  service. 
<  York,  ny        To  manage  a  vast  array  of  services  within  Europe,  UPS  recently  chose  Deutsche 

+1  212  424-29  00 

+i  212  424  29  89   Telekom's  Designed  Networks  service,  which  provides  customers  with  "plug 
cage  il         and  play"  networks.  Continuous  network  optimization,  systems  management, 

+  1  312  214-32  14 

+i  312  2H-32  is  simplified  administration  and  the  Custom-  ^  . 

Francisco,  ca     er  Dedicated  Network  are  just  a  part  of       „„   W   JBKmJk 

+  1  415  955-05  12  — >i"'1'1   

+i  415  955  05 13  Deutsche  Telekom's  TDN  service, 
inta,  GA  To  learn  more  why  the  smartest  ship  in  the 

+1  404  870-91  49        ....         .  .  „.  p        ,  i 

♦1 404  870-91 50  shippuig  business  chose  Germany  for  tele- 
»ienz  conmmnications  to  Europe,  call  your  local 

Deutsche  Telekom  account  manager. 

Telecommunications  made  in  Germany.      We  tie  markets  together. 


rnalional  Key 
ount  Management 
:  +49  261  1  23  11 
:  +49  261  3  82  82 


BY  GENE  KORETZ 


WHY  U.S.  EMPLOYMENT 
NUMBERS  CAN 
BE  HARD  TO  READ 


When  the  latest  employment  report 
indicated  that  U.  S.  payroll  job 
growth  in  August  had  come  in  at  just 
179,000-far  below  the  average  312,000- 
per-month  pace  of  the  previous  six 
months— the  financial  markets  heaved  a 
collective  sigh  of  relief.  Fears  that  tight- 
ening labor  markets  were  about  to  put 
upward  pressure  on  wages  evaporated 
in  the  face  of  this  fresh  evidence  that 
the  Federal  Reserve's  efforts  to  put  the 
economy  on  a  slower,  more  sustainable 
growth  path  were  succeeding. 

Not  everyone  was  surprised  by  the 
deceleration  in  the  payroll  numbers, 
however.  Anticipating  a  sharp  slowdown 


JUST  HOW  PAST  ARE 
JOBS  REALLY  GROWING? 


EMPLOYMENT  INCREASE  SINCE 
JANUARY  1994: 


1  THROUGH  JULY 
M  THROUGH  AUGUST 

■ 

■ 

▲  MILLIONS  PAYROLL 
SURVEY 


HOUSEHOLD 
SURVEY 


DATA:  LABOR  DEPT. 


in  economic  growth  to  a  2%-or-lower 
pace  in  the  months  ahead,  economist 
Robert  A.  Brusca  of  Nikko  Securities 
Co.  International  believes  the  payroll 
data  have  been  painting  an  overly  buoy- 
ant picture  of  job  growth  for  some  time. 

What  intrigues  Brusca  is  a  stark  di- 
vergence between  the  payroll  data, 
based  on  a  survey  of  business  establish- 
ments, and  the  Labor  Dept.'s  other  em- 
ployment measure,  its  survey  of  house- 
holds. Between  January  (when  the 
household  survey  was  revamped)  and 
July,  the  household  data  showed  an  em- 
ployment increase  of  just  501,000,  com- 
pared with  a  nearly  1.9  million  increase 
in  payroll  jobs.  The  gap  narrowed  in 
August,  but  remained  wide  (chart). 

Such  gaps  have  occurred  in  the  past, 
though  they  tend  to  disappear  over 
time.  Because  the  payroll  survey  is 
based  on  actual  business  records  and  is 


less  volatile  on  a  month-to-month  basis, 
however,  most  experts  regard  it  as  more 
reliable  than  the  household  survey, 
which  is  based  on  interviews. 

On  the  other  hand,  the  payroll  meas- 
ure counts  jobs  and  not  people  as  the 
household  measure  does,  so  it  can  over- 
estimate employment  growth  when  peo- 
ple take  multiple  jobs.  And  Labor  Dept. 
statisticians  massage  it  with  a  "plug" 
factor,  an  upward  adjustment  to  account 
for  jobs  created  by  business  startups 
that  are  missed  by  the  survey. 

This  adjustment  is  an  educated  guess, 
at  best.  It  can  be  far  too  low  when  the 
economy  is  accelerating  and  too  high 
when  it  is  slowing  down.  With  the  plug 
factor  now  set  at  158,000  jobs  assumed 
to  exist  before  the  counting  starts,  Brus- 
ca thinks  the  payroll  data  are  currently 
out  of  whack  on  the  upside.  "The  survey 
itself  picked  up  only  21,000  new  jobs 
last  month,"  he  says.  "Welcome  to  the 
ersatz  job  market." 

What  of  the  leap  in  the  household 
employment  measure  last  month?  Brus- 
ca notes  that  seasonal  adjustment 
weighs  heavily  in  August,  and  lacking 
historical  data,  the  Labor  Dept.  is  using 
seasonals  from  the  household  survey's 
previous  incarnation.  In  August,  that 
"iffy"  procedure,  he  says,  converted  an 
actual  dip  in  employment  of  10,000  into  a 
seasonally  adjusted  gain  of  714,000. 


DETROIT'S  OUTPUT 
PLANS  MAY  LACK 
ECONOMIC  PUNCH 


With  U.  S.  motor  vehicle  sales 
speeding  up  in  August,  the  Big 
Three  auto  makers  and  the  foreign- 
owned  plants  that  produce  cars  in  North 
America  have  announced  plans  to  boost 
light-truck  and  car  output  in  the  fourth 
quarter  to  3.9  million  vehicles— 8.3% 
above  the  year-earlier  level.  Some  econ- 
omists figure  that  should  be  enough  to 
add  a  percentage  point  or  two  to  eco- 
nomic growth  in  the  final  three  months 
of  the  year. 

Economist  Sam  I.  Nakagama  of  Na- 
kagama  &  Wallace  Investment  Manage- 
ment Inc.  is  dubious.  He  says  that  some 
of  the  largest  percentage  gains  last 
month  were  scored  by  cars  with  invento- 
ries far  above  the  normal  60-day  supply. 
These  include  Oldsmobile,  Buick,  Cadil- 
lac, and  Chrysler's  LH  series  lines.  This 
suggests,  he  says,  that  "the  pickup  may 
have  reflected  the  use  of  hefty  incen- 
tives to  get  rid  of  unwanted  inventory." 

More  important,  Nakagama  notes  that 
"domestic"  production  projections  include 
vehicles  made  in  Canada  and  Mexico  as 


well  as  the  U.  S.  In  fact,  the  latest  _ 
call  for  Canadian  output  by  the  B 
Three  to  jump  31.7%  from  year-earli 
levels  in  the  fourth  quarter,  but  for  U. 
output  to  rise  only  4.3%. 


TURKEY'S  ECONOMY 
FACES  SOME 
PAINFUL  MUSIC 


mrom  1983  to  1993,  Turkey  was  t 
■  shining  star  of  Europe's  emergii 
economies,  turning  in  average  grow 
of  better  than  5%.  No  more.  Economi 
Vincenzina  Santoro  of  J.  P.  Morgan 
Co.  notes  that  after  posting  a  first-qu 
ter  rise  of  3.5%,  Turkey's  real  gross  d 
mestic  product  last  quarter  plung 
11.3%  below  the  year-earlier  level,  wi 
no  revival  yet  in  sight. 

Turkey's  woes  were  self-inflicted.  F 
a  half-dozen  years,  the  nation  manag 
to  foster  rapid  growth  and  investme 
despite  high  double-digit  inflation.  B 
heavy  government  deficit  spending, 
excessively  easy  monetary  policy,  a 
soaring  trade  deficits  and  foreign  de 
sparked  a  financial  crisis  early  this  ye 
In  the  wake  of  7.5%  growth  in  1993  a 
accelerating  inflation,  the  nation's  inte 
national  credit  ratings  were  downgrade 
and  the  Turkish  lira  plunged  by  nearl 
60%  at  last  count. 

The  crisis  inspired  a  shock-therap 
austerity  package  that  pushed  up  go\ 
ernment-controlled  prices  by  as  muc 
as  125%.  Both  inflation  and  interest  rate 
hit  triple  digits  last  quarter,  and  gros 
investment  plummeted  22%.  Now,  i 
light  of  growing  social  unrest  and  elec 
toral  gains  by  an  anti-Western  Islami 
political  party,  some  observers  are  ques 
tioning  Turkey's  ability  to  continue  t 
swallow  the  bitter  fiscal  medicine  neec 
ed  to  regain  economic  health. 


RAIL  SHIPMENTS: 
ON  TRACK  AND 
PICKING  UP  STEAM 


If  the  U.  S.  economy  is  indeed  slowin; 
significantly,  that  slowdown  hasn't  ye 
shown  up  in  one  sensitive  economic  indi 
cator:  shipments  of  goods  by  rail.  Merril 
Lynch  &  Co.  transportation  analys 
Doug  Rockel  reports  that  railroad  car 
loadings  have  accelerated  sharply  in  re 
cent  months— running  11%  over  year 
earlier  levels  in  July  and  14%  in  August 
The  strongest  shipment  category  is  met 
als  and  products,  suggesting  that  Amer 
ica's  capital-spending  boom  and  exporl 
growth  efforts  remain  in  high  gear. 
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ECONOMIC  TREN 


"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


When  the  Sunkyong  Group  was  founded  in  1953,  we  major  presence  in  telecommunications,  distribution, 
were  a  small  company  producing  woven  textiles.  financial  services,  and  engineering  &  construction. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer-  The  result  in  the  United  States  -  Sunkyong 


ates  in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 


The  Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction 


generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives -  a  shared  vision  of  economic 


ny,  and  a  leading  manufacturer  of  polyester  films       globalization.  A  vision  we  at  Sunkyong  are  dedicated 
and  magnetic  and  optical  media.  We  also  have  a      to  making  a  reality. 

For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNKyONCI 

Sunkyong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  and  Construction 
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Commission-Free  Trading 

Everyone  Qualifies 


OLDK  has  a  new  program, 
everyone  qualifies. 


It's  called  SmartTrading.  And 


It's  simple.  Anytime  you  buy  at  least  1,000  shares  of  a  stock 
OLDE  recommends,  your  trade  is  commission-tree  without 
markups  of  any  kind.  You  may  purchase  any  of  the 
recommended  companies'  stock  on  the  following  list*  For 
convenience,  purchased  stocks  must  be  held  in  your  account. 


Stock  research  reports  are  available  at  no  cost  from  your  local 
OLDE  registered  representative. 

Now,  that's  smart  trading—  And  it's  only  available  at  OLDE, 
America's  Full  Service  Discount  Broker. 

For  commission-free  trading,  investment  advice  and  the  office 
nearest  you,  call: 


1  800  USA-OLDE 

Please  reference  Code  730 


Company 


Symbol  Company 


Symbol  Company 


COMPUTER/TECH. 

Dynatech  Corporation  DYTC 

FileNel  FILE 

hr,  ,  KRON 

NelFRAME  Systems  NETF 

Network  General  NETG 

Pinnacle  Micro  PNCL 

Pyramid  Technology  PYRD 

Sequent  Computer  SQNT 

VeriFone  VFIC 

CONSUMER 

American  Eagle  Outfitters 

Amtceh 
Arhor  Drugs 
Hob  Evans  Farms 
Catalina  Marketing 
Cracker  Barrel 
Designs,  Ine 
Filene'S  Basement 
Food  Lion 
Hechinger  Co 
Hudson  Foods 
LoJaek  Co 
McCormick 
Pepsit  '.o 
Ralls  s 
Ross  Stores 
Scholastic 
Sensormatics 
SLM  Inleni.ilion.il 
Spiegel 
Spi  ii  [marl 
Telxon 
Tyco  Toys 
WD-4II  Company 

ENVIRONMENTAL 

LA  Engineering 
( in  lundwaier  Tech 
Imco  Recycling 
laeohs  Engineering 
t  )ceaneering 
retra  rechnologies  LIRA 

FINANCIAL 

American  Travellers  ATVC 

BB&I  Financial  BBI1 

BancTec  BTEC 

Charter  One  financial  (  OH 

FirstFed  Michigan  I  KIM 

Franklin  Bank  FSVB 

Horizon  Bank  HK/H 

OldKenlFmarni.il  OKEN 

Standard  Federal  Bank  SFB 


MANUFACTURING 

Breed  Technologies 
Gentex 

Gibraltar  Sleel 
Hunteo  Steel 
Melaminc  Chemicals 
Modine 

Salety  Components 
Sleel  Technologies 

MEDICAL 


HI)  I 
GNTX 
ROCK 
HUNT 
MTWO 
Ml  il  H 
ABAG 
STIX 


NATURAL  RESOURCES 

Apaehe  Corporation  APA 

Placer  Dome  PDG 

tv  x  Gold  rvx 

I  nocal  LICL 

USX  -  Delhi  DGP 

Wiser  Oil  WZR 


\i)l)nii  1  .aboratories 

\H  1 

A  EOS 

Acuson 

ACN 

AMTC 

American  Medical  Elect 

AMEI 

ARBR 

Amgen 

\\H  ,\ 

BOBF 

Ballard  Medical 

BMP 

POS 

1  nipi 

1  MPI 

i  BPI 

Hacmonetics 

II  \i 

DESI 

Health  Images 

Mil 

BSMT 

HealthCare  COMPARE 

HCCC 

l-DLN  (A&Bl 

Healthdyne 

HDYN 

HECH  lA&Bl 

III  Al  TIISOI  III 

HRC 

HFI 

ICU  Medical 

H  I  1 

1  i  H'. 

Immucot 

BLUD 

MCCRK 

Johnson  ,V  Johnson 

l\  1 

PEP 

Laserscope 

1  SCP 

klli 

Marion  Merrell  Dow 

MKI 

ROST 

The  MEDSTAT  Group 

MUST 

S(  III 

Merck 

VI R  K 

SRM 

Muck  Surgical  Products 

\n  ik 

SLMI 

Mylan  Laboratories 

Mi  1 

SPGLA 

Nellcor 

M  LL 

SPMT 

PacifiCare 

PHSY  (A&B) 

TLXN 

Perngo 

PRGO 

m 

Repligen 

R(  d  N 

WDFC 

Respironics 

Rl  Sk 

Safeskin 

SFSK 

s.ihck  Health  Care 

Mil  1 

EACO 

SpaceLabs  Medical 

SLMD 

own 

St  Jude  Medical 

ST  IM 

IMR 

Strykcr 

SIRY 

II  i 

Syncor 

SCOR 

1  HI 

lecnol  Medical 

II  M 

NETWORKING/TELECOM 

3Com  Corporation  COMS 
ASPT 
BNYN 
BRKT 
CGRM 
CSII 
DGII 
I  i  II  I 
EISI 
LDDS 
MTST 
NOVL 
OCTL 
PAIR 
PTON 
RETX 
SBC 
SPTR 
STRM 
SNPX 
TCCO 
rCOMA 
TLAB 
I  \u 

\  1 1  \ 

XIRC 


Aspect  Telecom 
Banyan  Systems 
BrOOktrOUl  Technology 

Centigram 

Communication  Systems 

Digi  International 

EC1  Telecom 

EIS  lnternalion.il 

LDDS  Communicalions 

Microtest 

Novell 

Oelel  Communications 
PairGain  Technologies 
Prolcon 
Reus 

Southwestern  Bell 

Spcclran 

StralaCom 
SynOptics 
Technical  Comm 
Tele-Communications 
Tellabs 
U.S.  West 
Verlex  Comm 
Xircom.  Inc 


PC  RELATED 

American  Power 
Cirrus  Logic 
Dataware 
Dell  Computer 
Digidesign 
Exabyte 


APCC 
CRUS 
DWTI 
DELL 
I  ii  ,1  i\ 
I  \li  I 


GAMING 

Circus  Circus 


(TR 
MIR 


New  Recommendations 


Abbott  Laboratories  ABT 
PepsiCo  PEP 

jrfOLDE 


America's  Full  Service  Discount  Broker" 

Member  NYSE  &  SI  PC 


Because  The  Most  Valuable 
Call  Is  Yours. 


Symbol  Company 


Hutchinson 
Innov-x 
Komag 
Qu.inium 

Rainbow  Technologies 
Sigma  Designs 
Sun  Microsystems 
Tech  Data 


Symbol 


1NVX 
KMAG 
ON  I  \1 
RNBO 
SIGM 
si  \V\ 
TECD 
VICR 


REAL  ESTATE 
INVESTMENT  TRUST 

LTC  Properties  LTC 

SEMICONDUCTORS 


Altera 
A  line  I 
Exar 

Integrated  Device 

Linear  Technology 

Maxim  Integrated 

Motorola 

Novellus 

Photronies 

Pulse  Engineering 

Sierra  Semiconductoi 

Tencor  Instruments 

Zllog 

SOFTWARE 

American  Software 
Artisoft 

Caere  Corporation 
Consilium 

Information  Resources 
Intel  leal 

Jack  Henry  &  Assoc 
The  Learning  Co. 
Mentor  Graphics 
Platinum 

Software  Publishing 
Structural  Dyn  Res 
Sybase 


ALTR 

ATM1- 

I  \  \k 

1DTI 

LLTC 

MXIM 

MOT 

NVLS 

PLAB 

PLSE 

SERA 

TNCR 

ZLOG 


AMSWA 

ASFT 

CAER 

CSIM 

IRK 

LEAF 

JKHY 

LRNG 

Ml  '  I 

PLAT 

SPCO 

SDRC 

SYBS 


TRANSPORTATION 

Atlantic  S  E  Airlines  ASAI 


UTILITIES 

Florida  Powei  ,v.  Light 
Long  Island  Lighting 
Northwest  Natural  Gas 
Otter  Tail  Power 
Public  Service  ol  N.C 
Yin  I  )iego  I  las  ,V  Elec  n  'c 


I  PI 
III 

NWNG 
OTTR 
PSNC 
SDO 


CLOSED  END  FUNDS 

The  Asia  Tiger  Fund  GRR 
The  Mexico  Fund  MXF 


mini  list  as  of  HI  10194.  This  list  is  subject  to  change  without  notice.  This  is  not  a  solicitation  by  OLDE  of  any  order  to  buy  or  sell.  The 
•><••>.     ted  list  is  exclusively  based  on  an  analysis  of  market  conditions  rather  than  the  suitability  of  a  proposed  transaction  for  you. 


Y 


JL  ou  know  Michigan.  The  state  that's  seen  nearly  a  half-million  new  jobs  since  1991,  out- 
pacing the  national  average  by  30  percent.  Where  average  earnings  growth  for  small  and 
medium  sized  business  in  the  first  quarter  of  1994  was  44  percent.  A  leader  in  exports  to 
Canada,  with  exports  to  Japan  up  43  percent,  and  the  fifth  largest  exporting  state.  The 
home  of  voters  who  cut  property  and  income  taxes  this  year,  to  below  the  national  aver- 
age. Streamliner  of  state  bureaucracy:  cuts  business  taxes,  caps  unemployment  taxes, 
and  holds  the  line  on  workers'  compensation.  A  national  record-holder,  with  29,470 


new  businesses  in  1993.  Three  of  the  ten  fastest  growing  U.S.  cities  are  in  Michigan, 


State  <n  Michigan 

OFFICE  OF  THE  GOVERNOR 


JOHN  ENGLER 


Dear  Business  Week  Readers: 

With  more  coastline  and  sandy  beaches  than  the  entire  Eastern  seaboard,  Michigai 
is  defined  geographically  by  the  Great  Lakes.  At  the  same  time,  our  state's  econo- 
my is  defined  by  great  workers  and  a  great  business  climate.  In  fact,  we  beat  the 
Eastern  seaboard  and  the  rest  of  the  nation  in  that  respect  as  well. 

The  word  is  out  -  Michigan  is  quickly  becoming  the  best  place  in  America  for 
business  to  grow  and  create  jobs.  We've  cut  taxes  eleven  times,  slashed  permit 
backlogs  and  made  a  commitment  to  satisfying  our  customers  -  taxpayers  and  busi- 
nesses who  produce  quality  products  and  provide  quality  services. 

You'll  learn  in  the  following  pages  that  Michigan  is  no  longer  part  of  the  Rust  Belt 
but  the  heart  of  the  nation's  new  Jobs  Belt.  Our  economy  is  the  engine  driving  the 
national  economic  recovery.  Along  with  Michigan's  auto  industry,  other  businesses 
ranging  from  plastics  lo  forest  products  are  thriving. 

Even  though  our  economy  is  booming,  we're  working  constantly  to  keep  on 
improving  Michigan's  business  climate  in  order  to  stay  ahead  of  our  competition. 
For  example,  with  overwhelming  public  approval  of  sweeping  school  finance 
reforms,  Michigan  businesses  and  homeowners  are  now  benefiting  from  the  biggest 
tax  cut  in  state  history  -  more  than  $1  billion  in  net  property  tax  relief. 

This  past  summer,  we  also  enacted  major  reductions  in  business  taxes  and  eliminat- 
ed the  state  tax  on  most  private  pensions  and  annuities.  As  a  result,  taxes  in 
Michigan  are  at  the  lowest  levels  in  two  decades. 

I  encourage  you  to  learn  more  about  the  Michigan  success  story. 

You'll  see  that  we've  changed  a  gre.it  deal  in  recent  years.  We're  open  for  business 
and  ready  to  welcome  your  company.  To  find  out  more  about  making  our  Great 
Lakes  State  home  to  your  business,  please  call  the  Michigan  Jobs  Commission  at 


(517)  373-9808. 


Sincerely, 


John  Engler 
(  ii  >\  erni  'i 


avc  tneir  own 


How  to  indulge  those 

executives   wko  have  tli 

notions  of  what  company 

should  he. 


C3"/t't?  your  executives  the  Jat  est  in  transportation.  In  an  all-new  1QQ5L  umina.  With  standard 
lual  air  hags,  avai  lahle  anti-lock  brakes  and  our  exciting  inside-out  design,  the  new  Lumina  is 
lestined  to  hecome  the  flagship  of  all  Chevy  fleet  vehicles.  Over  2000  consumers  aided  in  its 
development.  And  we  took  your  comments  so  seriously,  our  engineers  spent  eighteen  months 
mproving  the  prototype  alone.  So  call  the  nation  's  largest  Fleet  Sales  and  Service  organization 

it  1-800-FLEET-OPS  (353-3867).  And  put  your 

executives  into  a  whole  new  atmosphere. 


Genuine  Chevrolet™ 

hevrolet,  the  Chevrolet  Emblem  and  Lumina  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserve!  Buckle  up,  America 
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So  You  Think  You 
Know  Michigan? 

Tired  old  buckle  on  the  Rust  Belt.  Broken 
down  factories.  Cars  that  don't  run.  High 
taxes.  Higher  unemployment.  People 
headed  for  jobs  in  Texas.  Last  one  out 
turn  off  the  lights. 

Sorry,  that's  yesterday's  news.  Look  at 
today's  headlines: 

>  Nearly  a  half-million  new  jobs  since 
1991.  More  than  one  third  of  all  jobs 
created  in  the  U.S.  in  May  1994  were 
created  in  Michigan. 

>  Job  creation  outpacing  the  national  aver- 
age by  30  percent.  The  lowest  unem- 
ployment rate  in  20  years. 

>  A  record  29,470  new  businesses  incor- 
porated in  1993. 

>  Average  earnings  growth  of  44  percent 
for  small  and  medium  sized  businesses 
in  the  first  quarter  of  1994. 

>  Personal  income  up  4.4  percent  in 
1993,  25  percent  higher  than  the 
national  average  personal  income 
growth  rate  of  3.5  percent. 

>  Fifth  largest  exporting  state  in  the 
nation;  leading  the  nation  in  exports  to 
Canada;  exports  to  Japan  up  43  percent 
last  year. 

>  Michigan  voters  elect  to  cut  property 
and  income  taxes  this  year,  to  below  the 
national  average. 

>  State  cuts  business  taxes;  eliminates 


the  state's  inheritance  tax. 

>  The  state  caps  unemployment  taxes. 

>  Reforms  hold  the  line  on  workers'  com- 
pensation rates. 

>  State  streamlines  bureaucracy,  creates 
new  customer-friendly  attitude. 

>  Michigan  is  home  to  three  of  the  10 
fastest  growing  cities  in  the  U.S. 

You  thought  you  knew  Michigan. 

Now  you  do. 

Michigan:  The  State 
of  the  Future 

Michigan  struggled  through  the  1980s. 
There's  no  other  way  to  describe  it.  Busi- 
ness management  struggled  to  learn  the 
new  ways  of  global  competition  and  tech- 
nology. Workers  struggled  to  learn  the  new 
skills  that  pave  the  way  to  high  paying 
jobs.  Government  struggled  to  learn  that 
you  can't  build  an  economy  on  giveaways, 
but  rather  by  consistently  lowering  the 
overall  cost  of  doing  business. 

Michigan  has  emerged  in  the  1990s 
stronger  than  ever,  rejuvenated  and 
vibrant,  leading  the  national  economic 
recovery  and  primed  for  the  21st  Century. 

Our  auto  industry  is  a  winner,  no  doubt, 
with  the  best  combinations  of  quality  and 
value  in  the  world.  So  are  the  suppliers  to 
that  industry,  which  have  diversified  to 
serve  auto  makers  around  the  world,  as 
well  as  a  whole  range  of  manufacturers 


Teamwork  and 
automation  are  keys 
to  Michigan's  rejuvi- 
nated  auto  industry, 
producing  cars  that 
are  the  best  value 
in  the  world. 


from  appliances  to  computers.  Michigan's 


well-known  furniture  makers  like  Steel;! 
case  and  Herman  Miller  are  exporting  tc 
Mexico  and  beyond.  Food  processors  liki 
Kellogg  Co.  and  Gerber  are  taking  advan;1 
tage  of  the  state's  extraordinary  agricuh 
tural  prowess  to  feed  the  nation.  The  medf 
ical  industry  is  well  established,  with 
UpJohn  and  high-tech  medical  manufactu 
ers  such  as  Stryker  Corp.  serving  the  world 


Businesses  large  and  small  are  seeing  ar 
important  difference  in  Michigan,  and  its 
business  climate. 

"The  trends  are  moving  in  the  right  direc 
tion,"  says  Terence  E.  Adderley,  presidenl 
and  CEO  of  Kelly  Services,  Inc.,  which  is 
headquartered  in  Troy,  just  outside  of 
Detroit.  "There's  a  lot  of  momentum.  The 
business  climate  has  changed  here 
there's  every  reason  to  be  positive  about 
the  future,"  Adderley  asserts. 

Noel  Clark  runs  a  50-employee  office[ 
machines  company  in  Lansing,  and  she' 
says  small  business  owners  like  where 
Michigan  is  going,  too.  "In  the  national 
agenda,  we  see  ourselves  as  being  threat- 
ened. In  Michigan,  however,  the  business 
community  and  especially  the  small  busi- 


Michigan's  Stale 
Parks  are  the  envy 
of  the  nation. 

Above:  The  City 
of  Detroit  is  a  mid' 
western  center  for 
banking,  corporate 
headquarters,  and 
entertainment. 
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Building  a  worldwide  business... 

from  Michigan. 


Amway's  world  headquarters  in  Ada,  Michigan,  putting  the  final  touches  on  the  metal  globe  sculpture 
situated  among  60  national  flags  representing  Amway's  worldwide  presence. 


mway  Corporation  is  proud  to  be  one  of  the  many 
rorldwide  operations  that  got  its  start  in 
hchigan.  In  35  years,  Am  way  has  grown 
om  a  neighborhood  business  to  a  world 


Amway 


leader  in  the  direct  sales  of  diverse,  high-quality 

consumer  products.  Independent  Amway 
distributors  are  the  heart  of  this  company, 
but  Michigan  will  always  be  our  home. 


And  you  thought  you  knew  us. 

If  you'd  like  more  information  on  Amway  and  its  international  operations,  call  1-800-544-7167. 
Amway  Corporation,  7575  Fulton  St.  East,  Ada,  Michigan  49355-0001 


SPECIAL    ADVERTISING  SECTION 


ness  community  is  alive,  well,  and  grow- 
ing -  no  endangered  species  here. 


Why  the  Growth 
in  Michigan? 

Michigan's  companies  are  a  big  reason  for 
the  state's  astounding  rebound.  The 
lessons  of  the  1980s  were  learned  well. 
There's  a  new  attitude  of  cooperation 
between  managers  and  workers.  The  old 
ideas  have  died  hard,  but  died  they  have  in 
the  most  successful  of  companies.  Quality 
circles,  teamwork,  shirtsleeve  manage- 
ment, and  a  new  attitude  that  invites  work- 
ers to  bring  their  minds  as  well  as  their 
hands  to  work  have  helped  put  Michigan's 
products  at  the  top  of  the  quality  ladder. 

The  results  of  the  new  labor-management 
attitudes:  Work  stoppages  have  trended 
down  throughout  the  1980s  and  into  the 
1990s.  In  1993,  only  700  workers  out  of 
the  state's  4.4  million  employees  went  on 
strike.  More  evidence:  Six  of  the  100  best 
run  companies  in  America  are  found  in 


Michigan,  including  Haworth  Inc.  of  Hol- 
land, Herman  Miller  Inc.  of  Zeeland,  Steel- 
case  Inc.  of  Grand  Rapids  and  Donnelly 
Corp.  of  Holland. 

Michigan's  government  also  gets  a  nod. 
Under  Gov.  John  Engler,  the  state  put  new 
emphasis  on  lowering  business  costs  for 
all  job  creators,  and  on  making  state  gov- 
ernment more  friendly  to  business. 

On  the  Cost  Side: 

>  Michigan  this  year  cut  its  property  tax 
rate  by  30  percent,  to  9  percent  below 
the  national  average. 

>  Michigan  this  spring  cut  its  income  tax 
rate  from  4.6  percent  to  4.4  percent,  30 
percent  below  the  average  top  rate  for 
states  with  income  taxes. 

>  Michigan's  unemployment  insurance  rate 
was  capped  last  year,  and  reduced  for 
companies  with  a  history  of  few  layoffs. 

>  Michigan  eliminated  its  inheritance  tax 
in  1992. 

>  The  state  has  cut  its  timeline  for  obtain- 
ing most  permits  to  60  days  or  less, 
down  from  one  year. 

>  The  Legislature  this  summer  cut  the  rate 
of  the  Michigan  Single  Business  Tax,  the 
primary  tax  paid  by  business,  saving 
employers  $85  million. 

>  Michigan's  workers'  compensation  rate 
increases  have  been  among  the  lowest 
of  major  industrialized  states  throughout 
the  1980s. 


The  Soo  Locks 
allow  oceangoing 
vessels  to  slip  between 
Lake  Superior  and 
Lake  Huron  at  Sauk 
Ste.  Marie. 

Above:  Michigan's 
modern  freight  rail  sys- 
tem, linked  with  inter- 
modal  truck  service,  is 
desigried  to  meet  the 
needs  of  today's  "just- 
in-time"  factories. 


How  is  it  working?  At  a  recent  speech  t 
the  Greater  Detroit  Chamber  of  Con 
merce's  Mackinac  Conference  on  Mac 
inac  Island,  Gov.  John  Engler  noted  th; 
Michigan  businesses  have  create 
450,000  new  jobs  since  August  1991,  an 
Michigan's  unemployment  rate  of  5.7  pe 
cent  is  the  lowest  in  20  years. 

"In  June  of  1991,  Michigan  was  dead  la: 
among  the  nation's  ten  largest  states  wit 
an  unemployment  rate  over  nine  percen 
Today,  with  unemployment  under  six  pe 
cent,  Michigan  is  Number  One,"  the  gove 
nor  said. 

Exporting  For 
Future  Growth 

Michigan  is  a  huge  exporting  state,  fiftl 
largest  in  the  nation  with  a  21  percen 
increase  in  1993  to  $25.3  billion  -  am 
expectations  of  even  more  exports  thi 
year,  thanks  to  the  North  American  Fre 
Trade  Agreement.  NAFTA' s  lower  tradi 
restrictions  have  Michigan's  auto  maker: 
and  furniture  makers  predicting  heft 
increases  in  sales  of  finished  product 
to  Mexico. 

With  Canada  just  a  bridge  or  rail  tunne 
away,  it's  no  surprise  that  Michigan  is  th<|| 
leading  state  in  exporting  to  that  large  mar w 
ket,  with  $11.4  billion  in  goods  shipped  ir.',E 
1993.  The  development  of  a  huge  new  raiJI 
tunnel  between  Port  Huron  and  Sarniaij 
Ontario  by  the  international  rail  concer^f 
CONTINUED. 
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!obots  are  useful.  Human  beings,  however,  are  indispensable.  That's  why,  after  years  of  training,  Dave  Klenk  moved 
rom  a  job  on  the  assembly  line  to  a  job  programming  and  repairing  robots.  And  now,  Dave  is  teaching  the  skills 
e's  learned  to  Tim  Pruyt.  General  Motors  is  changing  the  way  it  builds  cars,  and  it's  helping  the  people  who  work 
here  change  with  it.  After  all,  machines  just  do  what  they're  made  to  do  and  no  more.  Machines  can't  have  a  flash  of 
ispiration,  or  find  a  better  way.  Machines  can't  take  pride  in  their  work.  General  Motors  workers  can  and  do. 


For  a  brochure  call  1-800-950-2438. 


It  may  be  difficult  to  explain  to  your  colleagues 
just  why  you've  chosen  to  take  the  long  route  to 
the  office.  Or  why  you'll  be  doing  all  the  driving 
from  now  on.  But  sitting  behind  the  wheel  of  the 


new  Monte  Carlo  is  a  position  that's  hard  to  sur- 
render. That's  because  Monte  Carlo  is  designed 
for  a  very  personal  fit.  It's  a  place  where  the  plea- 
sures of  a  fuel-injected  V6  and  the  barely  per- 


The  Chevrolet  Emblem  and  Monte  Carlo  are  registered  trademarks  of  the  CM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


ceptible  shifts  of  an  electronically  controlled,  4- 
speed  automatic  quickly  replace  the  din  of  idle 
conversation.  Where  what  was  once  a  long  half- 
hour  commute  suddenly  seems  to  be  almost  too 


fleeting.  Still,  maybe  you  should  think  about  giv- 
ing someone  else  a  turn...  then  again,  maybe  not. 

The  New  JVlonte  Carlo 

£^   ^    Genuine  Chevrolet" 


CN-North  America  will  increase  the  flow  of 
goods  between  Michigan  and  Canada. 

While  Japan  is  often  seen  as  a  competitor 
with  Michigan  companies,  it  was  the  desti- 
nation for  $1.06  billion  in  goods,  a  43  per- 
cent increase  over  1992.  Amway  Corp., 
based  in  Ada,  (Ml),  says  nearly  a  third  of  its 
$5  billion  in  sales  comes  from  Japan,  and 
the  company  is  one  of  the  most  profitable 
operating  in  Japan. 

Because  there  is  so  much  foreign  com- 
merce in  Michigan,  the  export  infrastruc- 
ture missing  in  many  other  states  abounds 
in  Michigan.  The  Michigan  International 
Trade  Authority  and  Michigan  Department 
of  Commerce  help  smooth  the  way  for  com- 
panies seeking  foreign  markets.  Exporting 
is  a  top  priority  of  state  government,  as 
leaders  recognize  it  is  an  important  way  to 
grow  high-paying  jobs. 

An  Infrastructure 
for  Growth 

Michigan  provides  all  the  ingredients  any 
company  needs  for  success. 

LOCATION  AND  INFRASTRUCTURE:  Nearly 
half  of  the  United  States  population  and 
income  -  and  an  even  larger  percentage  of 
Canada's  population  -  is  within  500  miles 
of  Michigan.  If  you  have  a  product  that 
needs  to  find  a  retail  market,  Michigan  is  in 
the  middle  of  a  lot  of  customers.  Michigan 
is  spending  a  record  $448  million  to 
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improve  major  state  highways  in  1994, 
part  of  a  total  $860  million  in  spending 
from  state  coffers  on  road  and  highway 
improvements  -  while  maintaining  a  gaso- 
line tax  below  the  national  average. 

Michigan  is  also  a  leader  in  developing  the 
telecommunications  infrastructure  business 
needs  now  and  tomorrow.  More  than 
300,000  miles  of  the  much  anticipated 
"information  highway"  is  already  built 
in  Michigan. 

SKILLED  LABOR:  Nearly  80  percent  of 
Michigan  workers  have  a  high  school  diplo- 
ma or  some  college,  compared  to  a  nation- 
al average  of  about  60  percent.  Michigan 
boasts  15  four-year  colleges,  led  by  the 
nationally  known  University  of  Michigan, 
Michigan  State  University,  Wayne  State  Uni- 
versity and  Michigan  Technological  Universi- 
ty, and  dozens  of  well-known  private  colleges. 

Michigan's  colleges  are  increasingly 
employer-focused.  The  State  has  estab- 
lished the  campus-driven  Michigan  Biotech- 
nology Center,  Center  for  Machine  Intelli- 
gence, the  Midwest  Manufacturing  Technol- 
ogy Center,  and  other  specialized  programs 
that  give  Michigan  graduates  hands-on 
experience  before  they  reach  the  job  mar- 
ket. And  Michigan  annually  graduates  more 
than  5,200  engineers,  one  of  the  highest 
figures  for  any  state. 

Community  colleges  are  a  major  Michigan 
strength.  Apprenticeship  training  programs 


Lejt  and  Above: 
CN  National's  new 
$200  million  tunnel 
between  Port  Huron, 
Michigan  and  Sarnia, 
Ontario  will  allow 
double-staclied  rail 
cars  to  move  between 
the  United  States 
and  Canada . 


and  short-term  job  training  programs  ti 
Michigan  business  and  industry  are  cer 
tered  in  these  locally  run  colleges,  provic 
|  ing  employers  with  the  training  they  need. 

REASONABLY  PRICED  POWER:  Michigan' 
major  utilities  are  already  meeting  an< 
exceeding  national  Clean  Air  Act  require 
ments  for  1995  and  beyond.  In  surround 
ing  Midwest  states,  utility  rates  are  head 
ing  up  as  power  plants  in  Illinois,  Indiana 
Ohio,  Wisconsin,  Kentucky,  and  Tennessee 
are  forced  to  move  to  low-sulfur  coal  ane 
add  expensive  scrubbing  equipment.  While 
power  users  in  those  states  face  rate 
shock,  Michigan's  rates  have  stabilized. 

FINANCING:  Michigan's  financial  institu 
tions  are  among  the  strongest  in  the 
nation.  Major  facilities  such  as  Nationa 
i  Bank  of  Detroit,  First  of  America,  Old  Ken' 
i  Bank,  Michigan  National  Bank,  Standarc 
Federal  Savings  &  Loan,  and  dozens  o 
other  facilities,  have  the  capacity  to  meel 
the  capital  needs  of  any  business. 
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We  Take  The  Performance 
Of  Our  People  Very  Seriously. 


Although  you  expect 
exceptional  performance  from 
Chrysler  Corporation  vehicles, 
you  should  also  expect  it  from 
our  people;  That's  why  we've 
developed  a  program  called  • 
Customer  One.  A  renewed 
commitment  to  customer 


satisfaction  at  each  level  of 
the  Chrysler  Corporation. 
A  commitment  that  involves 
everyone  from  management 
to  the  factory  to  the  dealership. 
A  commitment  we  take  very 
seriously,  to  help  make  our 
services  as  good  as  our 


products.  Customer  One.  It's 
a  new  way  of  looking  at  our 
performance.  Put.  it  to  the  test. 


Dodge        '  Jeep 

Divisions  of  the  Chrysler  Corporation. 

Cu}tomerOne& 


HAWORTH  makes  chairs  for  any  body  that  can't  stand  working. 


H/AWORTH 

Furniture  that  works  '" 


At  Haworth,  sitting  isn'tjust  a  position. 
It's  a  better  way  of  working. 

That's  why  we  make  comfortable, 
flexible  seating  for  everybody  in  the  company. 

Chairs  for  the  biggest  boss.  The  middle- 
sized  manager.  The  diligent  mailroom  clerk. 
And  the  dignified  guest. 

Like  ergonomic  task  chairs  that  prevent 
fatigue.  Or  versatile  stacking  chairs  that  turn  any 
room  into  a  conference  room.  Then  there's  our 
supple  lounge  seating  that  makes  visitors  happy 
they  dropped  by.  And,  of  course,  beautifully 
upholstered  leather  executive  chairs  that  leave 
no  doubt  about  who's  in  charge. 

More  than  anything,  we  make  chairs 
that  put  people  at  ease.  Heighten  their  produc- 
tivity. And  then  support  them  tirelessly  in  their 

endless  hours  of  need. 

 < 

Call  for  our  free  seatin 

catalog.  Because  work 

shouldn't  be  a  labor.  1-800-344-2600. 

 <>  


A  Quick  Tour 
of  Michigan 

Michigan  is  a  state  of  rich  variety,  from  the 
quiet  sandy  shores  of  West  Michigan  to 
the  bustling  high-rises  of  Detroit,  the  rich 
dark  farm  soils  of  mid-Michigan  to  the 
awesome  majesty  of  uncut  native  white 
pines  in  the  North. 

Each  of  Michigan's  regions  is  worth  an 
entire  book.  But  here's  a  quick  tour: 

West  Michigan 

Peter  Secchia,  recently  returned  from  a 
stint  as  U.S.  Ambassador  to  Italy  and  now 
chairman  of  Universal  Forest  Products, 
Inc.  in  Grand  Rapids,  eyes  West  Michigan 
from  an  international  perspective. 

"I  remember  giving  a  speech  to  the  Cham- 
ber of  Commerce  in  Zeeland,  (Ml),  a  town 
of  3,000  people  and  10,000  jobs,  and  I 
was  amazed  at  the  international  culture  of 
their  business.  These  people  know  about 
GATT  and  NAFTA  and  international 
exchange  rates." 

It's  part  of  a  "value  added"  culture  that 
has  grown  up  in  West  Michigan,  which 
views  itself  as  an  exporter  not  just 
abroad,  but  to  other  parts  of  Michigan, 
the  Midwest,  and  the  U.S.  as  a  whole, 
Secchia  says. 

"It's  no  different  than  Genoa  in  the  14th 
Century,"  says  Secchia.  "We  have  our  own 
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little  economic  region,  and  when  we  ship 
goods  outside  of  it,  the  accounts  receiv- 
ables return  inside  of  our  community. 
Whether  we  ship  to  South  Bend  or  Chica- 
go or  Rome  and  Paris  and  so  forth,  we're 
benefiting  from  the  value  we  add." 

Grand  Rapids  recently  was  ranked  as  hav- 
ing the  fifth  best  environment  for  business 
in  the  nation,  according  to  analysis  by  the 
New  York-based  consulting  firm  of  Moran, 
Stahl  &  Boyer,  based  on  attributes  includ- 
ing skilled  workers,  low  city/state  taxes, 
competitive  wage  rates,  and  pro-business 
attitudes.  The  payoff:  the  city  had  the 
third  largest  percentage  gain  in  manufac- 
turing growth  in  the  nation  during  1993, 
according  to  figures  compiled  by  the  U.S. 
Bureau  of  Economic  Analysis. 

Birgit  Klohs  is  president  of  the  Right  Place 
Program,  which  helps  attract  new  busi- 
nesses and  fights  for  better  conditions  for 
existing  companies.  She's  also  part  of  the 
Manufacturers  Council,  a  group  of  more 
than  250  local  business  executives  that 
meets  regularly  to  share  ideas  on  the  prin- 
ciples and  practices  of  world  class  manu- 
facturing. The  council  recently  completed 
an  outline  of  goals  and  processes  needed 
to  develop  a  certifiable  standard  of 
employability  skills,  laying  the  groundwork 
for  developing  an  internationally  competi- 
tive workforce  for  years  to  come. 

"Our  goal  is  to  help  area  industry  grow  by 
maintaining  the  region's  position  as  an 


Left:  ISl  Robotics' 
Handier  Us  and 
FTTX  Transfer 
Cart  move  sheet 
metal  parts  between 
stamping  presses. 

Above:  Areial  view 
of  the  Amway 
World  Headquarters 
in  Ada,  Michigan. 


international  center  for  world-class  manu- 
facturing," says  Klohs. 

In  Battle  Creek,  community  leadership 
has  formed  Battle  Creek  Unlimited,  an 
economic  development  group  that  focus- 
es on  keeping  local  business  happy,  and 
on  touting  the  area  to  foreign  manufactur- 
ers. Jim  Hettinger,  president  of  Battle 
Creek  Unlimited,  says  16  Japanese  com- 
panies including  auto  parts  supplier  Nip- 
pondenso  and  candy  and  cookie-maker 
Lotte,  employ  about  4,000  American  work- 
ers in  the  Battle  Creek  area.  European 
manufacturers  are  on  their  way,  too,  led 
by  companies  such  as  Isringhausen, 
which  makes  air  suspension  seats  for 
heavy  trucks,  and  Hotset  Corp.,  servicing 
the  plastic  injection  molding  industry. 

"West  Michigan  traditions  of  quality  edu- 
cation, pride  in  craftsmanship,  a  strong 
work  ethic,  and  an  entrepreneurial  spirit 
are  foundations  of  our  economic  vitality," 
says  Dick  DeVos,  the  young  and  aggres- 
sive president  of  Amway  Corp. 
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\/os  is  representative  of  the  involved 
porate  leadership  that  is  giving  back  to 
region  through  commitment  of  time 
i  money.  In  recent  years,  that's  brought 
Grand  Rapids  minor  league  baseball 
J  basketball  and  a  new  museum  over- 
king  the  Grand  River,  and  helped  revi- 
ze  downtown  Kalamazoo  and  Battle 
;ek  with  new  corporate  office  facilities 
companies  like  Kellogg  and  UpJohn. 

:  DeVos  has  his  eye  on  Amway,  too,  and 
5  led  the  company's  drive  into  interna- 
lal  markets,  while  maintaining  exten- 
b  manufacturing  and  management 
irations  in  Ada,  just  outside  Grand 
pids.  "At  Amwey,  we've  proven  that 
lied  Michigan  people  and  quality  Michi- 
1  products  can  compete  and  win  in  the 
bal  marketplace,"  he  says. 

raid  B.  Johanneson,  president  and  CEO 
office  equipment  maker  Haworth,  Inc., 
loes  those  sentiments. 

lately  owned  Haworth,  founded  by  G.W. 
worth  in  1948,  has  seen  company 
es  leap  from  $100  million  to  $850  mil- 
i  since  1982.  Johanneson  notes  that 
s  company  has  made  major  capital 
estment  in  high-tech  manufacturing 
jipment,  but  he  gives  most  of  the  credit 
the  company's  success  to  its  employees. 

3ople  here  have  a  high  degree  of  loyalty 
the  company  they  work  for,  and  also  a 
ong  desire  to  succeed,"  says  Johan- 


neson, who  has  worked  in  Canada  and 
across  the  U.S.  "There's  a  feeling  that  the 
customer  is  important." 

That  dedication  has  been  one  reason  why 
Haworth  has  added  one  million  square 
feet  of  new  manufacturing  capacity  in 
West  Michigan  in  the  last  six  years,  and 
recently  selected  Ludington,  on  Lake 
Michigan,  as  home  to  a  new  plant  after  a 
national  search.  The  willingness  of  state 
and  local  governments  to  provide  incen- 
tives, particularly  job  training  assistance, 
also  helped. 

"Haworth  has  been  very  successful  devel- 
oping into  an  international  company  by 
using  West  Michigan  as  a  base,  and  we've 
been  successful  in  good  part  because  of 
the  attitude  of  the  people  and  the  princi- 
ples they  are  grounded  in,"  Johanneson  says. 

Central  Michigan 

The  central  part  of  Michigan  enjoys  the 
best  of  west  and  east  Michigan.  With 
Lansing  as  its  major  hub,  the  region  is  the 
site  of  many  auto-related  companies.  It  is 
also  a  diversified  banking  and  insurance 
center  (Lansing  and  nearby  Howell  are 
home  to  three  of  the  state's  largest  insur- 
ers), the  focus  of  state  government  with 
the  Capitol  and  related  offices  in  Lansing, 
and  a  college-oriented  region,  with  Michi- 
gan State  University  in  East  Lansing  and 
Central  Michigan  University  in  Mount 
Pleasant  serving  nearly  60,000  students. 


Lansing,  the  region's  largest  city,  is  one  of 
the  nation's  leading  auto-making  cities, 
turning  out  thousands  of  fast-selling  Gen- 
eral Motors  mid-sized  cars  and  serving  as 
headquarters  to  Oldsmobile.  Jackson, 
home  to  Consumers  Power  Corp.,  one  of 
the  state's  most  important  utilities,  is 
also  a  machine  tool  and  auto  parts  suppli- 
er center  with  a  number  of  Japanese 
transplant  companies. 

Midland,  in  the  northern  part  of  the 
region,  is  home  to  Dow  Chemical  Corp. 
and  its  8,100  managerial  and  manufactur- 
ing employees.  J.  A.  "John"  Weymouth, 
general  manager  of  Dow's  Michigan  Divi- 
sion and  vice  president  of  Dow  North 
America,  says  "I'm  surprised  more  indus- 
try hasn't  centered  around  this  area,"  he 
says,  ticking  off  the  reasons. 

"There's  energy  costs  that  compete  very 
well  with  the  Gulf  Coast.  The  business  cli- 
mate here  is  very  favorable.  And  as  far  as 
the  quality  of  life  goes  -  it's  pretty  hard  to 
beat  this  little  town  here,"  says  Wey- 
mouth, who  has  overseen  operations  in 
14  states  in  the  last  five  years. 

Weymouth,  whose  turf  includes  Dow  oper- 
ations in  Traverse  City,  Ludington,  and  Bay 
City,  Michigan,  is  bullish  on  the  state's 
future.  "If  you  look  at  things  that  have 
been  done  in  recent  times,  with  taxes, 


Left:  Well-designed  work 
environments  such  as 
Haworth' s  Race® 
system  provides  its  cus- 
tomers with  more  than  a 
place  to  sit  and  and  more 
than  $800  million  in 
sales  for  Haworth. 
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TAURUS  PUT  AMERICAS  DRIVERS  FIRST. 
AND  THEY  RETURNED  THE  FAVOR. 


FORD  TAURUS 

AMERICA'S 
BEST-SELLING  CAR. 


It's  a  perfect  relationship. 

Ford  keeps  right  on  working 
to  make  sure  Taurus  is  sleek, 
refined  and  safe. 

In  return.  America's  drivers 
keep  right  on  loving  it. 

They've  made  it  the  number 
one  selling  car  in  America? 

Look  into  the  1994  Taurus, 
and  you'll  find  solid  proof  that 


Ford  knows  what  drivers  are 
looking  for. 

HAVE  YOU  DRIVEN  THE 
LATEST  TAURUS? 

The  1994  Taurus  is  as  beautiful™ 

as  ever,  inside  and  out.  Its  ride 
is  smooth  and  quiet,  its  body 
corrosion  resistant  and  its  list  of 
amenities  even  longer. 


xrause  safety  matters  more  than 
r,  Ford  engineers  are  putting 
even  more 
time  and 
effort  into  it. 
That's  why, 
an  added  measure  of  safety, 
il  air  bags**  are  standard  and 
S  available  on  every  Taurus, 
nd  speaking  of  security. . . 


EVERY  1994  FORD  COMES 
WITH  OUR  ROADSIDE 
ASSISTANCE  PROGRAM*** 

Help  is  only  a  toll-free  call  away 
if  you  need  a  flat  tire  changed, 
lockout  assistance  or  a  fuel  deliv- 
ery. One  more  example  of  how 
much  we  care. 

"Based  on  1993  MYTD  manufacturers  reported  retail  deliveries 
'Driver  and  right  front  passenger  supplemental  restraint  system 
Always  wear  your  safety  belt 
*3  years/36,000  miles  See  dealer  for  details 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


Listen  to  what  they're  saying 
about  Michigan  today. 


"What's  going  on 
in  Michigan? ' 


J 


"Lots!  We've  made  major  cuts 
to  the  state  business  tax, 
property  tax,  income  tax 
and  inheritance  tax 
in  the  last  3  years. 

We're  #1  in  the  nation 
in  job  growth. 

Our  personal  income  - 
growth  is  25%  faster  than 
the  national  average. 

*  And  our  entrepreneurs 
started  30,000  new 
"businesses  last  year.'' 


Til  be  right  overt 


To  learn  more  about  Michigan,  State  of  the  Future, 
contact  the  Michigan  Jobs  Team. 


Michigan  Jobs  Commission 

We  work  with  Michigan  businesses,  cutting 
^^1^^^         red  tape  and  offering 
."""^^""i!!        assistance.  To  help 
'  CHIGAN  jjjjj^       your  Michigan 
sjOOS  ^^ML    business  grow,  please 

TEAM JSSF'  cal1  (517)  373  9808 


Michigan  First,  Inc. 

We  work  with  companies  outside  Michigan, 
providing  advice  and  assistance  with  location 
decisions.  To  see  more  of  what  Michigan 
can  offer,  please  call  (517)  335-5884. 

MICHIGAN  jFIRST 


workers  compensation,  changes  in  the 
Department  of  Natural  Resources  - 
there's  no  doubt  it  has  improved." 

East  Michigan 

Eastern  Michigan  is  America's  high-tech 
manufacturing  center.  From  Ann  Arbor  to 
Detroit,  and  north  to  Flint  and  Saginaw, 
manufacturing  makes  East  Michigan  work. 
Many  of  the  nation's  leading  firms  in 
robotics,  computer  aided  design  and  man- 
ufacturing, automated  handling  systems, 
welding,  and  assembly  automation  and  vir- 
tually any  modern  manufacturing  process 
find  East  Michigan  is  the  location  of  choice. 

Part  of  East  Michigan's  attraction  is  the 
auto  industry.  You  know  Michigan  as 
home  to  GM,  Ford,  and  Chrysler.  But  East 
Michigan  has  also  seen  investment  of 
nearly  $140  million  on  construction  or 
expansion  of  technical  centers  by  Japan- 
ese automakers  like  Nissan,  Toyota, 
Mazda  and  Isuzu. 

Why  are  those  companies  coming  to  East 
Michigan?  Because  of  the  critical  mass  of 
engineers,  designers,  skilled  trades  work- 
ers, and  knowledgeable,  productive  line 
workers  who  have  grown  up  in  a  culture  of 
manufacturing  that  exists  in  few  other 
places  around  the  world.  If  you  want  to 
build  any  product  -  or  more  importantly,  if 
you  want  to  build  the  machines  to  build  a 
product  -  you  can  get  it  done  in  Michigan, 
and  get  it  done  efficiently. 


Eastern  Michigan  is  also  home  to  Ann 
Arbor  and  the  extraordinary  University  of 
Michigan  campus  there,  which  has 
spawned  a  number  of  high-tech  research 
and  development  operations  that  add  to 
region's  desirability  for  manufacturers. 
Oakland  County,  just  north  of  Detroit,  has 
one  of  the  highest  per  capita  incomes  of 
any  county  in  the  nation. 

Eastern  Michigan  cannot  be  overlooked 
as  a  location  of  choice  for  manufacturers 
or  anyone  interested  in  working  with  the 
manufacturing  segment  of  the  economy. 

Northern  Michigan 

Northern  Michigan,  including  the  Upper 
Peninsula,  is  an  inspiring  mix  of  forests, 
lakes,  streams,  and  business.  That's  why 
the  region  is  a  favorite  vacation  land  for 
golfers,  outdoors  enthusiasts,  and  skiers. 
Northern  Michigan  is  also  an  important 
retirement  center,  attracting  more  and 
more  people  looking  for  a  quiet  and 
affordable  way  of  life. 

But  northern  Michigan  is  also  home  to 
Michigan's  thriving  raw  materials  busi- 
nesses, with  lumbering,  mining,  and  oil 
and  gas  industries  providing  thousands  of 
jobs  and  billions  of  payroll  dollars. 

Northern  Michigan  is  Michigan's  play- 
ground. It's  the  site  of  impressive  year- 
round  resorts  the  equal  of  any  in  the 
nation:  The  Grand  Traverse  Resort,  the 
Grand  Hotel,  Boyne  Mountain,  Garland. 


It's  a  golf  mecca,  with  courses  whose 
names  evoke  their  beauty  and  brawn:  The 
Bear,  Treetops,  The  Legend,  Crystal  Downs. 
And  Michigan's  waters  hide  50  pound 
salmon  (that's  right. ..50  pound  salmon), 
chrome-sided  steelhead,  elusive  and  bea- 
utiful brook  trout  and  slab-sided  walleyes. 

Come  See  the  State 
of  the  Future 

Michigan  is  ready  for  the  21st  Century, 
positioned  ideally  for  the  changes  that  are 
inevitable.  Governments,  state  and  local, 
are  focused  on  keeping  costs  down  and 
helping  business  cut  red  tape.  Major  busi- 
nesses have  tightened  their  belts, 
improved  quality,  and  are  poised  for  chal- 
lenges of  the  next  decade. 

As  Gov.  Engler  said  in  a  recent  speech  to 
business  leaders,  "In  the  business  world, 
continuous  improvement  is  not  just  a  con- 
cept, it  is  a  daily  reality.. .the  same  must 
hold  true  for  government.  To  compete,  we 
must  always  change  and  improve." 

That  desire  for  continuous  improvement 
and  growth  and  change,  is  why  Michigan 
today  is  the  state  of  the  future.  If  you  want 
to  see  Michigan,  or  talk  to  someone  about 
locating  a  facility  in  the  state,  please  call 
the  Michigan  Jobs  Team  at  1-800-MICH 
JOB  or  inside  Michigan,  517-373-9808. 


Exquisite  landscaping 
surrounds  furniture 
maker  Steelcase  at  its 
Caledonia  Headquarters. 
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Vacationing  In  Michigan 

It's  nor  often  that  a  state's  motto  also  serves  as  a 
tourism  plug.  But  Michigan's  does  it  well:  "If  you  seek  a 
pleasant  peninsula,  look  about  you." 

From  soaring  dunes  and  untamed  wilderness  to  the  per- 
fection ot  Detroit's  museums  and  symphony,  Michigan's 
attractions  shine  like  beacons  to  young  and  old,  sophis- 
ticate and  rustic  alike. 

And  surrounding  it  all  are  the  Great  Lakes,  which  shape 
Michigan's  two  peninsulas  and  create  the  longest  shore- 
line of  any  state  except.Alaska. 

Since  1850,  Michigan  has  been  a  tourist  mecca  for  the 
Midwest.  The  pleasant  summers  and  clean  air  of 
Mackinac  Island,  between  Lakes  Michigan  and  Huron, 
soothed  the  summers  of  those  suffering  from  hay  fever. 
Today,  the  green  and  white  porch  of  the  Grand  Hotel 
provides  extraordinary  vistas,  and  the  quaint  horse 
drawn  carriages  that  move  everything  on  the  island  take 
visitors  back  to  a  quieter,  slower  age. 

Chicago  visitors  have  long  made  West  Michigan  their 
own,  with  lakeside  towns  such  as  Petoskey,  Charlevoix 
and  South  Haven  providing  a  charming  tonic  to  city 
worries.  It's  the  same  today,  with  the  wide  beaches  and 
the  world's  largest  freshwater  sand  dune  system  lending 
the  Lake  Michigan  shoreline  an  air  of  privacy  and 
retreat  that  transports  sun  lovers  far  from  everyday  cares. 

Grand  Rapids  also  sports  Michigan's  minor  league  base- 
ball and  basketball  teams.  But  there's  nothing  minor 
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league  about  the  city's  new 
museum,  which  celebrates 
the  region's  heritage  as  center 
of  Dutch  culture  and  furni- 
ture making. 

In  Lansing,  the  state's  newly 
restored  Capitol  is  a  National 
Historic  Landmark.  The  sta- 
tus was  granted  because  of 
the  Capitol's  role  as  a  model 
for  other  state  capitols,  its 
role  in  establishing  a  national 
architectural  symbol  of 
American  governance  and 
the  quality  and  extent  of  the 

decorative  murals,  which  embellish  every  wall  and  ceil 
ing  and  virtually  all  of  the  wood  trim  throughout  the 
building.  The  Capitol  is  a  showcase  of  late  1800s  crafts- 
manship, with  sky-high  ceilings,  decorative  wall  and 
ceiling  paintings,  copper  and  glass  chandeliers  and 
reproduction  furniture. 

The  Detroit  area  offers  visitors  a  wide  variety  of  sights 
and  events.  One  favorite  is  the  Henry  Ford  Museum  & 
Greenfield  Village,  a  uniquely  American  educational 
facility  created  and  sustained  by  the  vision  of  a  unique 
American,  Henry  Ford.  Under  his  direction,  important 
buildings  from  America's  history  were  been  moved  to 
the  100-acre  site,  including  the  Wright  Brothers  Cycle 
Shop,  Thomas  A.  Edison's  Menlo  Park  complex,  the 
McGuffey  schoolhouse  and  the  slave  quarters  at  the 
Hermitage.  They  were  carefully  reassembled,  and  give 
glimpses  into  the  lives  of  real  American  heroes. 

The  Museum  also  has  exhibits  showing  how  the  auto 
has  transformed  America,  and  how  today's  high-tech 
manufacturing  techniques  are  changing  the  world 
of  work. 

But  Detroit  also  boasts  the  world-class  collections  of  thi 
Detroit  Institute  of  Arts,  the  Museum  of  African- 
American  History,  the  Detroit  Zoo,  the  Cranbrook 
Community  with  its  breathtaking  1908  house  and  gar- 
dens, and  much  more. 
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tmost  every  city  in  Michigan  has  a  treasure  to 
tearth.  In  Flint,  the  Alfred  P.  Sloan  Museum  features 
rs  from  every  age,  and  the  Crossroads  Village  park  has 
.  operating  steam-driven  railroad.  Frankenmuth's 
laint  German  streets  and  restaurants  entice  hundreds 

thousands  of  visitors  each  year.  Kalamazoo's  Aviation 
istory  Museum  lets  visitors  see  World  War  II  fighters; 
r\n  Arbor  is  home  to  the  University  of  Michigan,  with 

famous  quads  and  quintessential  college  atmosphere; 
ckson's  Michigan  Space  Center  holds  memorabilia 
>m  man's  visits  out  of  this  world. 

iday,  as  in  the  1800s,  it  is  the  outdoors  that  attracts 
iny  of  Michigan's  visitors.  The  state's  golf  courses  are 
|dnd  to  none,  with  Grand  Traverse  Resort,  Boyne 
ountain  Shanty  Creek,  Garland  and  other  resorts 
nning  accolades  from  golfers  nationwide  for  their 
autiful  links  laid  out  in  pristine  surroundings, 
ichigan  this  year  has  hosted  a  major  PGA  TOUR,  two 
ajor  LPGA  Official  Tour  Events  and  two  major 
:niors  events,  on  courses  from  Grand  Rapids  to 
psing  to  Flint  to  Dearborn. 

hen  the  snow  flies,  the  action 
:ats  up.  While  Michigan  isn't 
alorado,  its  tall  wooded  sand  dunes 
ive  long  provided  the  best  skiing  in 
e  Midwest,  with  Boyne  Mountain, 
ighland,  Nub's  Nobs,  Crystal 
ountain,  and  other  resorts  giving 
enty  of  action  for  expert  and 
>vice.  Cross  country  skiing  among 
ichigan's  silent,  snow-covered 
Dodlands  and  rolling  hills  is  an 
;perience  that  cannot  be  beat.  And 
you  want  winter  speed,  the  long 
>en  trails  of  northern  Michigan 
id  the  Upper  Peninsula  provide  a 
lowmobiler's  idea  ot  heaven. 


and  goose  hunters  each  year,  bringing  dogs  and  decoys 
to  the  natural  flyways  that  line  the  Great  Lakes.  Large 
black  bears,  fast  moving  woodcock  and  cover-busting 
grouse  give  hunters  more  than  they  can  handle. 

With  water  everywhere,  it's  no  surprise  the  anglers  find 
plenty  of  action.  Saginaw  Bay,  Lake  St.  Clair  and  west- 
ern Lake  Erie  are  the  world's  walleye  hotspots  today, 
with  double  digit  weights  not  uncommon.  The  Great 
Lakes  have  become  the  place  to  catch  salmon,  and 
charter  boat  captains  can  outfit  everyone  from  beginner 
to  expert.  The  "Holy  Waters"  of  the  Au  Sable,  and  the 
quiet  riffles  of  the  Pere  Marquette  and  Manistee  rivers 
are  among  the  fabled  trout  streams  of  America. 

Whether  you  want  to  vacation  indoors  or  out,  you  will 
find  something  for  fun  in  Michigan.  For  nearly  150 
years,  it's  been  one  of  the  premier  stops  for  vacationers 
in  Michigan.  It  is,  indeed,  two  pleasant  peninsulas. 

This  section  was  written  by  David  Waymire 
ot  Marketing  Resource  Group  in  Lansing,  MI. 
Designed  by  Parham  Saniana  Inc.  NY 


W.K.  KELLOGG 
FOUNDATION 


An  Invitation  to  Leadership 

As  a  KNFP  Fellow,  you'll  develop  broad  leadership  through 
experiential  activities,  learn  new  skills  and  competencies,  and 
exchange  ideas  with  other  professionals.  Up  to  50  Fellows  with 
leadership  potential  will  be  chosen  for  a  three-year  program. 
Activities  include  Foundation-sponsored  seminars  where 
Fellows  explore  domestic  and  global  social  issues  that  threaten 
organizations  and  communities.  Additionally,  Fellows  are 
awarded  up  to  $35,000  each  to  carry  out  non -degree  projects 
that  take  them  beyond  the  confines  of  their  profession. 


! 


KELLOGG  NATIONAL 
FELLOWSHIP  PROGRAM 

Applications  for  KNFP  Group  XV  are  now  ,  ailable. 
Completed  applications  must  be  subm  i  :ed  by 
December  1,  1994. 


Kellogg  National  Fellowship  Program 

W.K.  Kellogg  Foundati  mi  »  P.O.  Box  5196 
Battle  Creek,  Michi  on  49016-5196 
For  applications  or  m  .re  information  call: 
1-800-367-0873  (24  hours) 


ichigan's  fishing  and  hunting  draw 
orts  enthusiasts  from  around  the 
orld.  Deer  hunting  is  an  important 
irt  of  Michigan  life,  with  some 
isinesses  nearly  closing  down  while 
orkers  head  to  the  blinds.  The 
ate  also  hosts  thousands  of  duck 


Why  Settle  For  Being  Merely  Effective 
When  You  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX; 
The  Ultimate  Multimedia  Presenter. 


Loosen  your  tie,  and  get 

to  bring  down  the  house. 
:h  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper 
Built  around  a  powerful 
otebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
>n  the  road,  and  carry  it  around 
in  your  hand  With  sharp, 
:olorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
XD  display  and  placing  it 
i  front  of  your  viewers  will 
ive  an  even  greater  impact." 
And  the  Z-NOTEFLEX's 
>dular  components  offer 
i  a  wide  range  of  system 
nhancements,  multi- 
media capabilities  and 
neral  solutions.  So  you 
stom  order  the  features  you 
int  today,  then  upgrade 
Ten  you're  ready. 


« 
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Z-NOTEFLEX 
up  to 

Inl^DXf  75MHz  processor 
16-bit  business  audio 
actiw-malnx.  256-color 
LCD  display 

FLEXSITE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  drive  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type-Ill  PCMCIA  slots 
networking  module 

FLEXSHOW" 
double-speed  CD-ROM  drive 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 
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Multimedia  PC 

ur  audience  wants  something  worth 
ing.  And  the  Z-NOTEFLEX  delivers, 
that  connection,  and  you  could  be  an 
ight  success. 

us  for  the  awesome  details. 
1-800-289-1279,  Ext.  5122 


ZENITH 

DATA  SYSTEMS 


light  &  W4  Zenith  Data  Systems  Corporation  Zenith  Data  Systems  Corporation  is  a  Bull  company  Z  NOTEFLEX  and  Make  The  Connection' 
arc  trademarks  of  Zenith  Data  Systems  Corporation  MPCi  certification  maid  is  owned  by  the  Multimedia  PC  Marketing  Council.  Int  lntelDX4  ts  a 
trademark  ol  Intel  Corporation  'With  the  optional  FLEXSITE  video  stand  "Fl  I'XSltOW  unit  requires  Ac  power  Specifications  are  subiect  lo  change 


Make  Hie  Connection 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  LESSON  FOR  WALL  STREET:  CONSUMERS 
VON'T  PUT  UP  WITH  HIGHER  PRICES 


INflATION  STILL 
OGKS  RESTRAINED 


CONSUMER  PRICE 
INDEX 

CORE*. 


et's  face  it:  The  August  producer  price  index  was 
downright  ugly.  Its  0.6%  jump  scared  the  pants  off 
BWall  Street  because  it  seemed  to  confirm  the  markets' 
rst  inflation  fears.  Stocks,  bonds,  and  the  greenback 
nose-dived.  The  core  PPI,  excluding  energy  and  food,  also 
e  an  unexpectedly  steep  0.4%,  raising  fears  that  Au- 
?t's  consumer  price  index  would  echo  the  bad  news, 
rhe  joke  was  on  those  who  panicked.  The  CPI  came  in 
pleasant-looking  as  ever,  with  both  the  total  and  the 
e  indexes  rising  a  moderate  0.3%.  The  lesson  here  is 
t,  despite  evidence  of  budding  price  pressures  early  in 
!  distribution  chain,  consumers  are  only  grudgingly— if 
all— accepting  any  markups  on  the  products  they  buy. 

A  key  reason  why  this  trend 
will  remain  in  place  is  the  Feder- 
al Reserve's  hiking  of  interest 
rates.  In  the  wake  of  rate  hikes, 
the  refinancing  boom  is  now  a 
bust,  and  people  with  adjustable- 
rate  mortgages  must  cope  with  a 
new  drain  on  their  cash  flow.  As 
a  result,  consumers  have  scaled 
back  their  shopping— a  slowdown 
that  will  carry  over  to  industrial 
production  and  job  growth, 
rhe  cooler  pace  of  demand  makes  it  difficult  for  retail - 
i  to  push  through  higher  prices.  But  for  now,  the  need 
heavy  markups  is  muted.  Businesses  continue  to  in- 
>t  heavily  in  new  productivity-enhancing  equipment 
ige  62).  And  wage  gains  remain  modest.  Both  trends 
dt  the  growth  in  labor  costs,  still  about  three-quarters 
total  business  expenses. 

MY  PRICE  Although  inflation  has  probably  hit  its 
UPTURN  low  point  for  this  business  cycle,  any  up- 
MILL  BE  turn  will  come  gradually.  Consumer  infla- 
GRADUAL  tion  js  on  track  to  end  the  year  at  about 
.  And  given  the  restraining  forces,  an  acceleration 
about  SlA%  in  1995  seems  about  as  much  as  can  be 
pec ted. 

rhe  consumer  price  index  showed  that  price  pressures 
the  retail  level  are  no  worse  than  spotty.  Yearly  CPI  in- 
tion  in  August  stood  at  only  2.9%,  the  same  as  the 
*e  index  (chart).  The  core  rate  has  been  essentially 
;ady  since  January. 

On  closer  inspection,  even  producer  prices  appeared 
is  frightening.  Wholesale  prices  for  energy  jumped 
'%,  pushed  up  by  a  6.8%  spike  in  gasoline  prices.  But 
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•EXCLUDES  ENERGY  AND  FOOD 
PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  LABOR  DEPT.,  BUSINESS  WEEK 


A  COOL  SUMMER 
FOR  RETAILERS 
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IV '93    i'94    II  III* 
A  PERCENT  CHANGE  AT  ANNUAL  RATES 
'JULY  AND  ESTIMATE  TOR  AUG. 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


fuel  may  well  be  cheaper  in  coming  months,  reflecting  the 
$3-per-barrel  drop  in  crude  oil  prices  during  August.  Oth- 
er hikes  that  will  not  be  repeated:  coffee  prices,  which 
jumped  12%,  and  beef,  up  6.9% 

The  only  worrisome  sign  at  the  wholesale  level  was  a 
continued  acceleration  in  the  prices  of  unfinished  interme- 
diate goods,  such  as  lumber,  industrial  chemicals,  and  pa- 
perboard.  However,  prices  of  crude  materials  fell  0.4%  in 
August,  suggesting  that  earlier  pressures  on  materials 
prices  may  be  starting  to  ease.  Of  course,  it's  not  a  sure 
thing  that  the  speedup  in  intennediate  products  will  even 
reach  finished  goods,  let  alone  retail  prices. 

Even  the  watchful  Fed  sees 
no  signs  of  carrythrough.  In  its 
Sept.  14  report  on  economic  ac- 
tivity across  the  nation,  the  Fed 
said  that  "economic  activity  con- 
tinued to  expand  through  the 
summer,"  although  some  "strong- 
er areas  saw  growth  plateau." 
More  significantly,  the  central 
bank  noted  that  even  with  high- 
er industrial  materials  prices, 
stiff  competition  continued  to  re- 
strain price  increases  for  finished  goods. 

In  fact,  producer  prices  aren't  rising  as  fast  as  consumer 
goods  prices,  so  retailers'  profit  margins  are  not  being 
squeezed.  Even  if  margins  do  start  to  get  pinched,  picky 
consumers  may  force  many  retailers  to  eat  the  loss. 

Consumer  prices  were  well-behaved  across  the  board  in 
August.  Excluding  energy  and  food,  service  prices  rose 
0.4%.  But  the  yearly  pace,  at  3.5%,  remains  in  a  down- 
trend. Since  May,  service  inflation  has  held  close  to  a 
10-year  low.  Core  goods  prices  actually  fell  0.1%  in  August, 
with  the  yearly  rate  of  rise  at  1.5%.  Clothing  prices 
dropped  1%,  after  a  0.4%  dip  in  July.  Most  likely,  stores 
cut  prices  to  move  out  summer  inventories  before  the 
new  fall  lines  arrived. 

SHOPPERS  Retailers  were  able  to  clear  some  shelf 
SPEND  ON  space  in  August.  Retail  sales  rose  0.8% 
SCHOOL  after  no  change  in  July.  Receipts  in  all 
STUFF  the  major  durable-goods  categories  re- 

bounded in  August,  after  a  dismal  July.  Sales  of  nondur- 
able goods  continued  barely  to  match  the  pace  of  inflation. 

Healthy  sales  increases  at  clothing  and  department 
stores  suggest  a  good  back-to-school  season.  However, 
that  does  not  negate  the  slowdown  (chart).  So  far  in  the 
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third  quarter,  inflation-adjusted  retail  sales  are  up  a  mere 
1.2%  at  an  annual  rate. 

Retailers  who  are  struggling  can  blame  higher  interest 
rates  for  that  weak  showing.  Thanks  to  the  Fed,  consu- 
mers can  no  longer  easily  tap  into  two  major  sources  of 
cash— mortgage  refinancings  and  credit  cards— that  pro- 
pelled spending  in  1993  and  early  1994.  And  with  those 
wells  dry,  shoppers  will  remain  stingy  in  the  second  half. 

According  to  the  Mortgage 
Bankers  Assn.,  loan  applications 
to  refinance  a  mortgage  have 
dropped  to  one-tenth  of  their 
pace  in  February,  when  fixed 
mortgage  rates  hovered  just  over 
7%  (chart).  In  addition,  the  rate 
on  a  one-year  Treasury  bill,  a 
common  basis  for  adjustable 
mortgages,  has  risen  2.1  percent- 
age points  in  the  past  year.  If 
homeowners  made  no  extra  pay- 
ments to  the  principal,  that  increase  would  add  $120  to  the 
monthly  payments  of  a  $100,000  adjustable  mortgage. 

At  the  same  time,  costlier  finance  charges— especially 
for  credit  cards  tied  to  banks'  prime  lending  rates— have 
shoppers  thinking  twice  about  using  plastic.  Witness  the 
$5.6  billion  gain  in  installment  credit  in  July,  half  the  $11 
billion  pace  in  the  four  preceding  months. 

BUSINESSES  The  lack  of  refis  and  credit  leaves  dispos- 
PLAN  TO  able  income  as  the  key  support  to  consu- 
BUY  MORE  mer  spending.  But  here  again,  the  Fed's 
EQUIPMENT  tightening  hurts.  Real  disposable  income 
tracks  job  growth.  And  with  demand  slowing,  fewer  work- 
ers will  be  hired,  suggesting  incomes  will  grow  only  mod- 
estly into  1995. 

The  Fed  must  focus  primarily  on  reining  in  consumers 
because  it  will  have  less  influence  on  other  sources  of  out- 
put growth  in  coming  quarters.  U.  S.  exports,  for  in- 
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CAPITAL  SPENDING) 
CONTINUES  TO  RISI 


stance,  will  gather  strength  from  economic  growth 
seas.  And  businesses  are  deciding  to  buy  capital  equ 
ment  based  on  what  it  adds  to  efficiency  rather  than 
borrowing  costs. 

Indeed,  Corporate  America  is  boosting  its  outlays  f 
new  plants  and  equipment  in  the  pursuit  of  productivit 
the  economy's  St.  George  that  may  well  slay  this  cycl 
inflation  dragon.  The  Commerce  Dept.'s  summer  survey 
capital  outlays  shows  that  companies  are  set  to  increa 
their  budgets  by  8.8%  in  1994.  That's  better  than  t 
7.3%  rise  in  1993,  and  faster  than  the  8.3%  gain  project 
in  the  spring  survey. 

Both  factories  and  service 
companies  are  set  to  spend  more 
in  1994  than  in  1993  (chart).  Not 
surprisingly,  manufacturers  in 
such  industries  as  steel,  electrical 
machinery,  and  plastics  that  are 
planning  double-digit  increases 
to  their  capital  investments  are 
the  same  industries  where  oper- 
ating rates  are  above  87%.  Man- 
ufacturing as  a  whole  will  spend 
7.3%  more  this  year. 

Nonmanufacturers  are  pumping  up  their  budgets  by 
hefty  9.5%.  The  biggest  increase  will  be  the  12.5% 
commercial  and  other  services,  which  includes  wholesa 
and  retail  trade,  finance,  business  services,  and  commui 
cations.  Already,  second-quarter  spending  by  retaile 
was  19.3%  above  a  year  ago,  and  finance  budgets  wei 
15.7%  bigger. 

All  this  investment  will  go  toward  improving  the  efficie 
cy  of  service  companies,  where  productivity  gains  ha^ 
lagged  the  advances  made  at  factories.  Clearly,  comp 
nies  must  hold  down  their  unit  labor  costs  to  keep  tl 
price  indexes  appealing  to  the  wary  eyes  of  inflation-fea 
ing  investors  who  are  quick  to  see  flaws  in  the  price  da 
even  during  this  most  pleasing  time  of  low  inflation. 
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THE  WEEK  AHEAD 


FOREIGN  TRADE  

Tuesday,  Sept.  20,  8:30  ru  m. 
The  foreign  trade  deficit  for  all  goods 
and  services  in  July  is  expected  to 
change  little  from  its  June  reading  of 
$9.4  billion.  That's  the  median  forecast 
of  economists  surveyed  by  mms  Interna- 
tional, a  division  of  McG raw-Hill  Inc. 
If  correct,  the  forecast  suggests  that 
foreign  trade  started  the  third  quarter 
larger  than  its  average  in  the  second, 
when  net  exports  subtracted  almost 
one  percentage  point  from  economic- 
growth.  For  merchandise  alone,  the 
MMS  economists  expect  thai  the  trade 
deficit  shrank  to  $13  billiu  <  in  July, 
from  $14.2  billion  in  June.  Imports  were 


probably  flat  after  rising  3%.  And  ex- 
ports likely  increased  2.3%  after  ad- 
vancing 4.3%  in  June.  The  recent  pick- 
up in  foreign  shipments  would  push  the 
yearly  growth  in  exports  above  the 
pace  of  imports  for  the  first  time  in  2% 
years. 

HOUSING  STARTS  

Wednesday,  Sept.  21,  8:30  cum. 
Housing  starts  probably  slipped  to  an 
annual  rate  of  1.4  million  in  August,  say 
the  MMS  economists.  In  July,  starts 
bounced  back  by  4.7%,  to  1.42  million,  af- 
ter bad  weather  in  June.  The  August 
number  is  indicated  by  the  small  de- 
cline in  construction  payrolls  last  month, 
as  well  as  the  decline  in  loan  applications 


to  buy  a  home.  Higher  mortgage  ratd 
are  starting  to  crimp  building  activit| 
Housing  starts  peaked  back  in  the  fou 
quarter  of  1993. 

FEDERAL  BUDGET  

Thursday,  Sept.  22 
The  MMS  forecast  is  that  the  federj 
government  will  post  a  $24  billion  defic 
in  August,  not  very  different  from  th 
$23.1  billion  recorded  a  year  earliel 
With  just  one  month  to  go  in  fiscal  199 
the  deficit  is  on  track  to  total  less  tha 
$200  billion,  the  lowest  deficit  since  198| 
Receipts  are  growing  far  faster  th£ 
outlays,  allowing  Washington  to  mop 
some  of  its  flood  of  red  ink.  In  1993 
the  federal  deficit  hit  $255  billion. 
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"The  Most  Reliable  Copier  Ever 
To  Play  The  Game  Just  Got  Better." 


Rick  Pitino,  Championship  Coach 


Whether  you're  crashing  the  boards  or  chairman  of  the  board,  you  need  a  big  producer 
you  can  rely  on.  In  business,  that's  a  Sharp  Master  Series  high-volume  copier/duplicator. 
The  SD-3075  is  the  most  reliable  high-volume  copier  ever  tested  by  Buyers  Lab.  And  at  75 

copies  per  minute,  it  was  the  first  copier  tested  that  produced  over  a  million 
copies  without  any  unscheduled  service. 

From  this  winning  tradition  comes  the  new  SD-3062.  It  produces  62 
copies  per  minute  and  finishes  multiple  sets  of  documents  at  the  touch  of  a 
button.  All  of  which  saves  time  and  ultimately,  money. 

To  see  how  the  right  Sharp  copier  can  be  a  big  time  player  for  you, 
call  for  a  free  copy  of  Sharp's  new  Winning  Game  Plan  Video. 
free  video  Or  fax  1-800-3-SHARP-3. 

YOU  NEED  A  WINNING  GAME  PLAN. 
CALL  1-800-BE-SHARP 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS- 


CASH  REGISTERS  •  CALCULATORS  •  WIZARD*  ORGANIZERS 
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QUIET 

CRACKDOWN 

THE  QUARRY:  CORPORATE  CIVIL-RIGHTS  VIOLATORS 


B 


ack  in  1977,  the  federal  govern- 
ment accused  Honeywell  Inc.  of 
discriminating  against  women.  The 
issue:  The  Minneapolis  company  printed 
internal  job  listings  for  heavy  industrial 
jobs  on  blue  paper— a  code  meant  to  dis- 
courage female  applicants.  The  case  lan- 
guished during  the  12  years  that  Repub- 
licans Ronald  Reagan  and  George  Bush 
lived  in  the  White  House.  But 
a  new  squad  of  civil-rights 
cops  in  the  Clinton  Adminis- 
tration revived  the  matter  and 
quietly  forced  Honeywell  into 
a  $6.5  million  settlement  on 
Sept.  8. 

There's  plenty  more  to 
come.  With  little  fanfare,  the 
Administration's  antidiscrimi- 
nation troops  are  gearing  up  a 
tough  national  enforcement 
drive.  The  crackdown's  targets 
range  from  polluters  who 
dump  their  muck  in  minority 
neighborhoods  to  companies 
that  discriminate  in  hiring  to 
banks  whose  loan  departments 
redline  poor  areas.  Business, 
perhaps  preoccupied  with  is- 
sues such  as  health-care  re- 
form, has  hardly  noticed.  "This 
wasn't  on  our  radar  screen," 
says  Michael  Rousch,  a  lobby- 
ist for  the  National  Federation 
of  Independent  Business. 
momentum.  Yet  signs  of  the 
tougher  new  policy  are  every- 
where. The  U.  S.  Commission 
on  Civil  Rights'  planned  Sept. 
21  hearings  on  Wall  Street's 
dismal  minority-employment 
record  are  only  the  latest  example  of  a 
drive  that  has  been  gaining  momentum 
for  weeks  (table).  The  Justice  Dept.  has 
stepped  up  its  policing  of  bias  in  lending 
by  banks,  and  it  has  joined  the  Equal 
Employment  Opportunity  Commission  in 
more  closely  monitoring  business  dis- 
crimination against  disabled  Americans. 
The  Labor  Dept.  is  scrutinizing  the  civil- 
rights  records  of  federal  contractors.  And 


The  President's 
civil-rights  team 
has  mounted 
an  enforcement 
drive  that  could 
affect  an  array 
of  industries 
nationwide 


the  Environmental  Protection  Agency  is 
cooking  up  a  new  program  to  ensure 
that  companies  don't  pollute  more  in  poor 
minority  neighborhoods  than  in  other  ar- 
eas. "There's  no  question  they're  being 
more  aggressive,"  says  Stephen  A.  Bokat, 
general  counsel  for  the  U.  S.  Chamber 
of  Commerce. 

President  Clinton's  antidiscrimination 
drive  got  off  to  a  slow  start 
because  of  his  ill-fated  nomi- 
nation of  Lani  Guinier  for 
Justice's  top  civil-rights  post. 
But  Deval  L.  Patrick,  the 
new  Assistant  Attorney  Gen- 
eral for  Civil  Rights,  has 
been  on  the  job  for  nearly 
six  months.  And  Gilbert  F. 
Casellas  should  be  confirmed 
any  day  now  as  the  new 
EEOC  chairman.  With  them 
and  other  former  civil-rights 
activists  leading  the  charge 
as  Clinton  appointees,  critics 
fret  that  new  initiatives  will 
impose  unwieldy  restraints 
on  business.  Edward  Ying- 
ling,  chief  lobbyist  for  the 
American  Bankers  Assn., 
complains  that  in  at  least  one 
case  "the  government  seems 
to  be  making  the  standards 
as  they  go  along.  That  is 
scary  to  us." 

Indeed,  Justice  and  Trea- 
sury Dept.  bank  regulators 
are  aggressively  pursuing 
banks  for  unfair  lending  prac- 
tices. The  government  has 
entered  into  four  settlements 
so  far.  The  one  that  irks 
Yingling  is  a  controversial  Aug.  22  deal 
suburban  with  Maryland's  Chevy  Chase 
Federal  Savings  Bank.  Chevy  Chase  de- 
nies Justice's  allegations  that  it  adopted  a 
policy  to  avoid  black  neighborhoods.  But 
it  agreed  to  provide  an  additional  $11 
million  in  subsidized  loans  and  new 
branches  in  those  areas. 

The  banking  industry  fears  that  the 
government  is  exacting  overly  harsh 


remedies  in  cases  such  as  Chevy  Cha; 
"This  is  credit  allocation,  and  it's  und 
interference,"  fumes  Washington  banki 
consultant  Edward  E.  Furash.  But  J\ 
tice's  Patrick  counters:  "We're  not  se( 


ing  any  particular  remedy  other  than  t 
elimination  of  unfair  lending." 

Right  or  wrong,  many  companies  a 
reluctant  to  fight  back.  The  cost  of  li  : 
gation  is  steep,  and  the  bad  publici 
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CLINTON'S 
k  ANTIBIAS  BINGE 


j  Sgp-  2|    The  U.S.  Civil  Rights 

I  Commission  plans 
hearings  on  Wall  Street's  minority- 
employment  record.  The  inquiry  will 
lead  to  recommendations  for  action 
by  the  White  House  and  Congress. 

!  ccDT  ft    The  Labor  Dept. 

■  reached  a  $6.5  million 
accord  with  Honeywell,  settling  a 
19-year  dispute  over  alleged  discrim- 
ination against  women  employees. 
Labor  is  actively  policing  other 
government  contractors  to  root  out 
discriminatory  practices. 

\  CCDT  A    The  Justice  Dept. 

I  reversed  its  position  in 
a  case  involving  a  laid-off  white  New 
Jersey  schoolteacher.  The  Bush 
Administration  backed  the  teacher's 
claim  of  reverse  discrimination  when 
she  was  fired  instead  of  a  black 
teacher,  but  the  Clintonites  say  that 
employers  sometimes  can  choose  a 
minority  over  an  equally  qualified 
nonminority. 

SEPT  T    -'ustice  announced  an 

HH  agreement  with  Avis 
that  requires  it  to  provide  hand- 
operated  rental  cars  to  disabled 
people.  Justice  is  investigating  10 
other  rental-car  companies  on  the 
same  matter. 

At  If*   on  :  Justice  reached 

■  a  settlement  with 
Chevy  Chase  Federal  Savings  Bank 
requiring  the  D.  C.-area  bank  to 
open  more  branches  and  to  make 
more  investments  and  subsidized 
loans  in  black  neighborhoods.  It 
has  also  stepped  up  investigations 
of  lending  discrimination  generally. 


y  be  costly  for  image-conscious  execs, 
at  makes  settling  and  suffering  in  si- 
ce the  preferred  option.  "It  was  a  pru- 
it  decision  to  put  it  behind  us,"  says 
drew  L.  Sandler,  an  attorney  for 
evy  Chase. 

Probably  the  most  perplexing  new  civ- 
ights  issue  confronting  business  is  the 
ministration's  "environmental  justice" 
iative.  In  February,  the  President  or- 


dered the  Environmental  Protection 
Agency  to  come  up  with  a  plan  to  protect 
poor  minority  communities  from  getting 
hit  with  an  unfair  share  of  pollution. 
Studies  have  shown  that  a  dispropor- 
tionate number  of  hazardous-waste 
dumps,  pollution-spewing  factories,  and 
even  utility  plants  are  located  in  such 
neighborhoods.  Now,  that  could  be  a 
problem  for  utilities  in  the  densely  popu- 


lated East  Coast  and  Midwest,  where 
utilities  have  often  "slammed"  power 
plants  into  poor  areas,  says  Scott  E. 
Berger,  senior  environmental  scientist 
for  Public  Service  Co.  of  New  Mexico. 

The  environmental  drive  is  already 
gaining  speed.  On  Sept.  7,  the  EPA,  the 
U.  S.  Centers  for  Disease  Control,  and 
related  agencies  launched  the  Mississippi 
Delta  project  to  study  the  effects  of  pol- 
lution on  residents  in  that  highly  indus- 
trialized area.  The  EPA  aims  to  start  a  po- 
tentially costly  emission-reduction 
program,  and  other  agencies  will  provide 
medical  assistance  to  residents. 
misplaced?  The  EPA  also  has  targeted  a 
Chicago  public-housing  project  built  on 
a  landfill  and  surrounded  by  11  pollut- 
ing industrial  plants.  "No  community,  just 
because  it's  poor  or  minority,  should  be- 
come the  dumping  ground  of  waste,"  says 
Clarice  E.  Gaylord,  director  of  the  epa's 
Office  of  Environmental  Justice. 

Companies  grumble  that  the  govern- 
ment is  changing  the 
rules  on  businesses 
long  after  they  got 
lawful  permits  to 
build.  Moreover,  "the 
charge  of  racism 
may  be  misplaced  in 
some  of  these  situa- 
tions," says  Charles 
J.  McDermott,  gov- 
ernment affairs  di- 
rector for  WMX  Tech- 
nologies Inc. 

Another  contro- 
versy is  brewing  at 
Justice  over  an  affir- 
mative-action case  in- 
volving a  white 
teacher,  Sharon  Tax- 
man. She  had  sued 
the  Piscataway 
(N.J.)  Board  of  Edu- 
cation in  1992  for  dis- 
missing her  rather 
than  a  black  col- 
league of  equal  se- 
niority and  ability. 
She  won  in  U.  S.  Dis- 
trict Court.  But  on 
appeal  the  Clintonites 
reversed  the  Bush 
Justice  Dept.'s  brief 
in  support  of  Taxman.  Now,  Justice  ar- 
gues that  employers  can  use  affirmative- 
action  goals  to  justify  retaining  minorities 
over  comparably  qualified  whites. 

Some  legal  scholars  allege  that  if  Jus- 
tice's view  prevails,  the  case  could  lay 
the  groundwork  for  expanded  racial  pref- 
erences—and even  quotas.  That  could 
force  companies  to  expand  diversity  pro- 
grams—which could  inflame  white  work- 


Justice's  new 
Assistant 
Attorney  Genera 
for  Civil  Rights 
will  soon  be 
joined  by  a 
new  chairman 
of  the  EEOC 
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ers.  "The  Administration  is  giving  top 
management  a  machine  gun  to  go  after 
expensive,  middle-aged  white  males," 
claims  Frederick  R.  Lynch,  a  professor  of 
government  at  California's  Claremont 
McKenna  College. 

Even  the  White  House  worries  that 
its  troops  may  be  going  too  far.  The 
Housing  &  Urban  Development  Dept. 
has  already  backpedaled  from  a  contro- 


versial policy.  HUD  had  begun  an  inquiry 
into  neighborhood  protests  against  a  pro- 
posed low-income  housing  development  in 
Berkeley,  Calif.  The  investigation  was 
prompted  by  housing  activists'  charges 
that  the  opposition  was  based  on  bias 
against  substance  abusers,  who  could  be 
considered  disabled.  HUD  dropped  the 
matter  in  August,  and  the  agency  now 
says  it  will  no  longer  investigate  activi- 


ties protected  by  the  First  Amendmen] 
Like  business,  Clinton  has  been  pre 
cupied  and  hasn't  paid  much  attention 
his  zealous  antibias  cops.  But  if  he  co 
tinues  to  give  them  free  rein,  compani 
may  find  that  settling  without  a  fight 
too  high  a  price  to  pay. 

By  Catherine  Yang,  with  Amy  Barr 
in  Washington,  Richard  A.  Melcher 
Chicago,  and  bureau  reports 


IS  WALL  STREET  FINALLY  STARTING  TC  GET  IT? 


■  t  was  hearing  women  employees 
I  complain  about  the  scantily  clad 
H  dancers  at  Merrill  Lynch  &  Co.'s 
1992  Christmas  party  that  finally  con- 
vinced Chief  Executive  Daniel  P.  Tully 
that  it  was  time  to  act.  In  the  six 
months  before  the  party,  Tully  had 
heard  about  six  other  incidents  of  al- 
leged sexual  harassment  at  his  firm. 
Merrill  had  already  formed  a  commit- 
tee to  study  bias  and  implement  mea- 
sures to  recruit  and  retain  more  blacks 
and  women.  But  Tully's 
concerns  got  things  mov- 
ing. Says  Roger  M.  Vasey, 
the  Merrill  executive  vice- 
president  who  is  leading 
the  firm's  effort:  "This  pro- 
gram has  teeth." 

Wall  Street  could  use 
one.  The  industry  has  a 
record  of  not  hiring  many 
women  and  minorities— and 
failing  to  protect  them 
from  bias  once  on  the  job. 
Now,  with  the  Clinton  Ad- 
ministration cracking  down 
on  civil-rights  violations 
across  the  economy  and 
the  U.  S.  Civil  Rights  Com- 
mission holding  hearings 
on  Sept.  21  to  examine  the 
financial  industry's  record, 
Wall  Street  has  good  rea- 
son to  clean  up  its  act. 

Just  how  bad  is  the 
Street's  record?  Pretty 
dismal.  There  are  virtually 
no  women  and  blacks  in  top  manage- 
ment at  the  major  firms.  Of  546  man- 
aging directors  and  directors  at  Mer- 
rill, just  57  are  women;  only  38  are 
black,  Asian,  or  Hispanic.  At  Gold- 
man, Sachs  &  Co.,  there  are  just  sev- 
en women  and  one  black  out  of  150 
partners.  Salomon  Brothers  Inc.,  which 
also  has  a  diversity  committee,  has 
just  one  black  trader. 

Merrill  is  one  of  the  few  firms  tak- 
ing action.  Vasey,  a  heavy  hitter  who 
used  to  run  its  fixed-income  depart- 


ment, has  an  annual  budget  of  $1  mil- 
lion for  his  diversity  committee.  Merrill 
now  awards  up  to  10%  of  the  bonuses 
to  its  10  executive  vice-presidents  on 
the  basis  of  eight  criteria,  including 
recruitment,  retention,  and  career  de- 
velopment of  minorities  and  women— 
with  progress  monitored  quarterly. 

Some  significant  steps  have  already 
been  taken.  Merrill  also  has  doubled 
paid  maternity  leave  to  three  months, 
for  instance,  and  it  now  has  a  screen- 


I 


ill 

ill 
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Financial  firms  are  addressing  historically  unequal 
hiring  and  treatment  of  women  and  minorities. 
Goldman  Sachs  now  offers  emergency  day  care 

ing  process  to  make  sure  it  doesn't 
hold  corporate  outings  at  golf  clubs 
that  discriminate.  It's  also  trying  to 
boost  the  number  of  women  branch 
managers— now  only  six  out  of  325— by 
not  forcing  them  to  move  all  over  the 
country  as  a  prerequisite  for  a  pro- 
motion. And  it  just  added  former  Se- 
curities &  Exchange  Commissioner 
Aulana  Peters,  a  black  woman,  to  its 
board. 

Other  firms  also  are  getting  started. 
To  help  retain  female  employees,  Gold- 


man Sachs  has  installed  a  day-care  cen 
ter  in  the  lobby  of  its  building  that 
provides  backup  child  care.  Morgar 
Stanley  &  Co.  has  hired  a  full-timt 
consultant  to  work  exclusively  on  di 
versity  issues  and  has  assigned  William 
M.  Lewis  Jr.,  an  African  American 
managing  director  in  investment  bank 
ing,  to  head  its  diversity  task  force 
Among  measures  taken  so  far:  Mor-] 
gan  has  started  a  $2.5  million  scholar 
ship  program  in  which  it  sponsor 
promising  college  student: 
in  their  junior  and  senior 
years  as  interns.  And  last 
year,  for  the  first  time,  it 
began  recruiting  at  five 
historically  black  colleges 
There  are  skeptics,  ol 
course.  New  York  lawyer 
Jeffrey  L.  Liddle,  who  will 
be  testifying  at  the  Sept 
21  hearings,  calls  Wal 
Street's  efforts  at  diversit; 
"a  cruel  joke.  Those  com 
mittees  do  nothing."  The 
companies,  critics  contend 
are  acting  mainly  to  avoid 
lawsuits.  For  example,  in 
December,  1993,  10  former 
and  current  African  Amer- 
ican Merrill  employees 
from  San  Franciscc 
branches  filed  a  complaint 
with  the  National  Associa- 
tion of  Securities  Dealers 
alleging  that  Merrill  dis 
criminated  against  them 
on  the  basis  of  race.  Merrill  says  in  a 
statement  that  it  "is  outraged  by  these 
meritless  claims." 

Now,  Wall  Street  is  under  intensified 
pressure.  Many  state  and  federal  agen 
cies  require  detailed  information  or 
the  number  of  women  and  blacks  in 
senior  positions  at  financial  companies 
bidding  for  their  business.  And  with 
the  feds  on  the  case,  Wall  Street  may 
have  to  get  more  serious  about  pro- 
moting equality. 

By  Leah  Nathans  Spiro  in  New  York 
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LSIE  MAY  BE  AILING,  BUT 

SCR  IS  THINKING  WHIPPED  CREAM 


rden  could  lead  its  buyer  into  green  pastures — perhaps  through  sell-offs 


say  the  least,  1993  was  a  very  difficult 
ir  for  everyone  with  a  stake  in  Bor- 

i       All  felt  the  impact  of  Borden's 

ir  performance        We  want  you  to 

to  that  a  new  era  has  begun  

cknowledging  that  your  company 
ff|  is  in  trouble  is  hardly  an  encour- 
^Bk  aging  way  to  begin  an  annual 
iort.  But  Borden  Inc.  Chairman  Frank 
Pasco  and  CEO  Ervin  R.  Shames  must 
re  figured  there  was  no  point  denying 
!  obvious.  Through  a  flawed  acquisi- 
i  strategy,  Borden's  former  top  brass 
1  left  the  company  indebted  and  un- 
stable. The  best  Tasco  and  Shames 
ild  do  was  put  a  good  face  on  Borden 
1  hope  someone  would  gobble  it  up. 
Someone  finally  did.  On  Sept.  12, 
hlberg  Kravis  Roberts  &  Co.,  the 
w  York  leveraged  buyout  firm  that 
ns  RJR  Nabisco  Holdings,  Safeway 
>res,  and  Stop  &  Shop,  among  other 
npanies,  announced  it  would  pay  $2 
lion  for  an  80%  stake  in  Borden.  Na- 
co  will  purchase  the  remaining  20% 
;h  an  option  to  take  over  a  further 
['o  from  KKR.  Borden  shareholders  will 
:eive  $14.25  a  share— in  Nabisco  stock. 
steal.  The  all-stock,  no-cash  deal  is 
"dly  a  bonanza  for  Borden  sharehold- 
;,  who  have  watched  their  shares  plum- 
it  from  a  high  of  more  than  35  in  1992 
11%  just  before  the  deal's  announce- 
int.  The  stock  jumped  two  points  on 
;  news.  But  the  deal  is  practically  a 
sal  for  KKR,  which  will  earn  a  $35  mil- 


lion fee  from  Borden  if  it  falls  through— 
and  a  $30  million  bonus  if  another  bidder 
takes  the  company  with  a  higher  offer. 

Although  Borden  lost  almost  $1  billion 
in  the  past  two  years,  the  $5.5  billion 
company  still  owns  such  well-known 
brands  as  Cracker  Jack,  Wise  potato 
chips,  Creamette  pasta,  and  Classico  to- 
mato sauce.  Other  holdings  include  a 
$1.4  billion  dairy  business  and  a  $1.9 
billion  chemical  operation  that  makes 
Elmer's  glue.  "For  someone  who  has  as- 
sets, there  is  value  at  Borden,"  says 
Robert  Monks,  a  principal  at  Lens  Inc., 
which  owns  1.7  million  Borden  shares. 

Indeed,  some  investors  gripe  the  KKR 
bid  is  way  too  low.  "If  the  board  really 
believes  that  is  the  best  possible  deal  for 
Borden  shareholders,  they're  smoking 
something  besides  cigarettes,"  says  Pru- 
dential Securities  Inc.  analyst  John  M. 
McMillin.  But  KKR's  offer  is  probably  as 
good  as  shareholders 
will  get.  Borden  has 
been  on  the  block  since 
January.  Hanson  PLC 
expressed  interest  in 
buying  the  chemical 
business  last  Christmas 
but  backed  off.  Borden 
investment  banker 
Lazard  Freres  found 
no  other  suitors. 

Nabisco,  moreover, 
may  need  Borden  al- 
most as  much  as  Bor- 
den needs  help.  "Nabis- 


WISE  POTATO 
CHIPS  FROM 
BORDEN  COULD 
BE  ABSORBED 
BY  ORTEGA 
MEXICAN  FOODS 
OF  RJR  NABISCO 
—ANOTHER  KKR 
PROPERTY 
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DATA;  BLOOMBERG  FINANCIAL  MARKETS 

co  has  done  all  it  can  to  sustain  momen- 
tum," says  Joel  Weiner,  a  former  Kraft- 
General  Foods  executive  and  a  Nabisco 
shareholder.  "To  keep  its  stock  moving, 
[KKR]  has  to  do  acquisitions." 
"BIG  UE."  With  Nabisco's  marketing  sav- 
vy, Borden's  foundering  but  famous 
brands,  and  kkr's  deep  pockets,  both 
food  companies  can  now  expand  aggres- 
sively. KKR  says  that  Borden  and  Na- 
bisco "will  be  operated  completely  inde- 
pendently." Don't  bet  on  it.  RJR  CEO 
Charles  M.  Harper  will  probably  take  a 
seat  on  Borden's 
board.  And  food  ana- 
lysts predict  Borden 
will  be  broken  up 
and  absorbed  into 
Nabisco.  Says  McMil- 
lin: "I  know  [KKR] 
said  they  were  not 
going  to  sell  any  of 
it,  but  that  is  a  big 
lie  from  my  standpoint." 

Most  likely  to  get  tossed:  Borden's 
chemical  and  dairy  divisions.  Analysts 
estimate  that  KKR  could  get  $2.3  billion 
for  the  chemical  division,  which  earned 
$168  million  last  year,  and  $100  million 
to  $150  million  for  the  unprofitable  dairy 
operation,  which  includes  Meadow  Gold 
milk  products— and  Borden  milk,  famous 
for  its  Elsie  the  Cow  logo.  H.  J.  Heinz 
Co.  and  Dean  Foods  Co.  are  hungry  for 
an  asset  sale.  'This  offers  us  opportu- 
nities," says  Howard  M.  Dean,  chairman 
and  CEO.  Adds  Heinz  CEO  Anthony  J.  F. 
O'Reilly:  "Borden  has  some  good  prod- 
ucts. At  the  right  price,  [we]  would  be 
interested." 

Nabisco  also  may  find  plenty  of  ways 
to  wring  profits  from  Borden.  For  in- 
stance, Steve  Michaelson,  a  former  Bor- 
den marketing  executive,  says  that 
Nabisco's  Fleischmann's  margarine  divi- 
sion has  tried  to  persuade  Borden  to  li- 
cense its  name  for  a  new,  fat-free  cot- 
tage cheese.  And  Borden's  pasta,  sauce, 
and  Wise  chips  could  go  well  with 
Nabisco's  Ortega  Mexican-food  business, 
says  Mike  Shantull,  a  former  Nabisco 
executive  who  is  now  a  partner  at  Me- 
ridian Consulting  Group,  which  writes 
Ortega's  annual  marketing  plan.  Turning 
Borden  around  "is  a 
classic  case  study  of 
what  KKR  does  best," 
says  Burt  P.  Flickinger 
III,  a  consultant  at 
A.T.  Kearney  &  Asso- 
ciates. If  he's  right, 
this  deal  could  bring 
a  healthy  moo  from 
Elsie. 

By  Laura  Zinn  in 
New  York,  with  Greg 
Bums  in  Chicago  and 
Keith  L.  Alexander  in 
Pittsburgh 


BUSINESS  WEEK  55 


Commentary/by  Mike  McNamee 


A  MIDDLE-CLASS  TAX  CUT  COULD  BLOW  UP  IN  BILL'S  FACE 


M 


Re: 


emo  to:  The  President 
From:  Independent  Econom- 
ic Brain  Trust  (indebt) 
Middle-Class  Tax  Cuts 


Mr.  President: 

Per  your  request,  we've  investigated 
the  economic  and  political  case  for  tax 
cuts  targeted  to  the  middle  class.  Our 
examination  has  been  preliminary,  rec- 
ognizing that  this  proposal  is  not  an 
official  Administration  initiative;  as  La- 
bor Secretary  Robert  B. 
Reich  told  us,  "there's 
more  smoke  than  fire." 
But  with  your  advisers  in- 
creasingly worried  that 
the  economy  may  slow  be- 
tween now  and  1996, 
many  of  them  are  floating 
ideas  to  stimulate  demand, 
increase  your  standing 
with  average  Americans, 
and  counter  the  "pro-fami- 
ly" platform  Republicans 
will  unveil  on  Sept.  27. 

We  recommend  that 
you  approach  tax  relief 
for  the  middle  class— by 
some  definitions,  60%  of 
America's  families— with 
great  caution.  Because 
of  pay-as-you-go  budget 
rules,  a  tax  cut  wouldn't 
have  a  stimulative  effect  on  the  econo- 
my. Nor  would  a  tax  cut  reverse  the 
income  declines  suffered  by  most  mid- 
dle-class families  during  the  past  15 
years.  And  while  tax  cuts  are  hugely 
popular,  the  debate  could  reopen  deep 
divisions  between  your  economic  and 
political  advisers,  trigger  a  battle  in 
Congress— and  hand  the  GOP  a  winning 
issue. 

Background:  In  the  early  days  of 
your  1992  campaign,  Mr.  President,  you 
advocated  tax  cuts  for  the  middle  class. 
But  other  Democrats  ridiculed  the  idea, 
and  you  switched  to  a  cheaper  plan  to 
give  working-class  parents  a  tax  credit 
for  each  child.  By  the  time  you  un- 
veiled your  1993  deficit-reduction  plan, 
the  tax  cut  was  shelved. 

It  resurfaced  last  January  when  Rob- 
ert J.  Shapiro,  chief  economist  of  the 
moderate  Progressive  Policy  Institute, 
proposed  substantial  cuts  in  federal 
subsidies  and  tax  breaks  for  the  ener- 
gy, agriculture,  transportation,  and 


aerospace  industries.  Cutting  subsidies, 
he  calculated,  could  free  up  $225  billion 
over  five  years  for  deficit  reduction, 
spending  on  education  and  training, 
and  a  $350-per-child  tax  credit  for  low- 
er- and  middle-income  families.  The 
credit's  cost:  $14  billion  a  year. 

Economic  impact:  Shapiro's  proposal 
follows  current  budget  rules,  which  re- 
quire that  any  tax  cut  be  offset  by 
raising  other  taxes  or  by  cutting  spend- 
ing. With  no  change  in  the  deficit, 


there's  no  stimulus:  "If  you  pay  for  a 
tax  cut,  it  is  not  a  macroeconomic 
event,"  says  Federal  Reserve  Vice- 
Chairman  Alan  S.  Blinder.  Liberal 
Democrats  propose  legislation  to  waive 
the  budget  rules  if  the  economy  slows. 
But  that  would  cost  you  credibility  with 
the  bond  market  and  drive  up  long- 
term  interest  rates. 

Social  policy  effects:  Tax  cuts  could 
be  justified  on  social,  if  not  economic, 
grounds.  As  you  stated  in  your  cam- 
paign speeches,  middle- 
income  Americans  have 
suffered  for  years 
(chart).  From  1979  to 
1992,  average  paychecks 
adjusted  for  inflation  de- 
clined, especially  for 
families  with  kids.  And 
the  expansion  has  bare- 
ly begun  to  repair  the 
damage.  "American  fam- 
ilies have  been  working 
harder  for  less,"  says 
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THE  MIDDLE  CLASS 
GETS  WHACKED 


INCOME 

S41.378 

1989  DOLLARS 

S39.143 

$33,541 



Lawrence  Mishel,  an  economist  at  th< 
liberal  Economic  Policy  Institute. 

Shapiro  argues  for  a  pro-family  poli! 
cy  that  would  exempt  families  fron 
taxes  on  the  basic  costs  of  child-rearj 
ing— say,  $5,000  a  year  per  child.  Yo 
could  do  that  by  doubling  the  curren 
$2,450  personal  exemption  or  by  addin; 
an  equivalent  $350-per-child  tax  credi 
Administration  dynamics:  But  smal) 
tax  cuts  would  do  little  to  replace  th 
middle  class's  lost  income.  And  deba' 
over  what  type  of  cuts 
make  would  once  agar 
highlight  your  Adminis| 
tration's  divided  economi 
camps.  Centrists,  such  a: 
Shapiro,  urge  pro-famil 
tax  cuts.  Liberals,  such 
Reich,  will  argue  that  an; 
spare  cash  can  better  b 
used  to  create  public-ser| 
vice  jobs  or  for  trainin; 
programs.  Conservative: 
such  as  Treasury  Secre| 
tary  Lloyd  M.  Bentse 
would  rather  reduce  th 
deficit  or  fund  savings  i 
centives,  such  as  the  "S 
per  IRA." 

Political  benefits:  Com 
pared  to  your  economists 
your  political  advisers  ap 
pear  unified.  But  contrary 
to  their  claims,  the  tax  cut  is  not 
guaranteed  winner.  To  fund  it,  yoi 
would  have  to  confront  either  busines: 
interests— which  would  fight  subsidj 
cuts  hard— or  the  elderly,  whose  Medi 
care  benefits  might  have  to  be  reduced 
In  Congress,  such  GOP  leaders  as  New 
Gingrich  would  propose  bigger  tax  cuts 
funded  with  appealing  but  phony  bud 
get  tricks,  such  as  unenforceable  cap: 
on  entitlements.  You  would  wind  uj 
on  the  defensive. 

In  short,  Mr.  President 
the  middle-class  tax-cut  is 
sue  is  a  minefield.  It  won' 
win  points  as  economii 
policy  and  could  explodt 
politically.  You  were  righ 
when  you  buried  the  ide; 
in  1993.  You  would  b< 
smart  to  leave  it  burie( 
now. 


MIDDLE-CLASS  MIDDLE-CUSS 
FAMILIES  WITH  KIDS  FAMILIES,  NO  KIDS 


DATA:  CONGRESSIONAL  BUDGET  OFFICE 


McNamee  covers  socia 
policy  from  Washington. 


Inside  almost  every  fax  machine 
is  a  little  piece  of  Rockwell. 


Three-fourths  of  the  world's 
fax  machines  communicate 
with  Rockwell  modems. 


You'll  find  a  little  piece  of 
Rockwell  inside  more  than 
twenty  million  fax  machines  And 
another  ten  million  PCs.  For  over 
twenty  years,  we've  been  making 
modems  faster  and  smaller 
More  affordable  and  efficient 

What  we  call  a  restless  dissatis- 
faction with  the  status  quo  keeps 
Rockwell  ahead  of  the  relentless 
pace  of  electronic  evolution.  It's 
the  reason  Rockwell  avionics  fly 


with  every  major  airline.  Why 
we're  number  one  in  plant  floor 
automation  in  North  America 
And  why  our  defense  electronics 
have  navigated  the  U.S.  Navy's 
submarine  fleet  for  decades 

It's  a  way  of  doing  business 
that  has  put  Rockwell  in  a 
leadership  position  in  each  of 
the  diverse  markets  we  serve 
By  anticipating  the  needs  of 
customers  worldwide 


'1*  Rockwell 
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BASEBALL  I 


ARE  BASEBALL'S  PLAYERS 
GETTING  CAUGHT  IN  A  RUNDOWN? 


The  bargaining  edge  is  shifting  to  the  owners  as  the  strike  drags  on 


B 


aseball  hasn't  been  a  pretty  sight 
since  the  strike  began  in  mid-Au- 
gust—nothing  but  empty  stadi- 
ums, angry  players,  and  stone-faced 
owners.  Now,  things  could  get  truly 
ugly.  With  the  '94  season  dead,  it's  in- 
creasingly likely  the  standoff  will  drag 
on  into  the  spring.  If  that  happens,  Ma- 
jor League  Baseball  will  have  to  sell 
tickets  for  a  season  that  may  never  hap- 
pen. And  many  players  won't  know 
which  club  they'll  be  suiting  up  for— or 
even  if  they'll  have  a 
spot  in  The  Show. 

Amid  all  the  con- 
fusion, however,  it 
seems  clear  that  the 
balance  of  power  is 
tipping  away  from  the 
players.  The  union  has 
won  all  seven  labor 
disputes  of  the  past 
two  decades,  but  it 
has  never  ended  a 
season  on  strike. 
Come  October,  more 
than  200  senior  play- 
ers will  be  free  to  sell 
their  services  to  the 
highest-bidding  teams. 
The  union  will  want 
them  to  sit  tight  until 
a  new  pact  is  signed. 
But  owners  will  insist 
that  anyone  who  doesn't  snap  up  what's 
offered  could  miss  the  best  deal  if  mlb 
prevails  in  the  end.  That's  a  situation 
players  never  had  to  face  before,  and 
it  could  put  a  tremendous  strain  on  the 
union's  unified  front.  "The  relative 
amounts  of  pressure  will  shift  away  from 
owners  to  players,"  says  Gary  R.  Rob- 
erts, a  Tulane  University  law  professor 
who's  an  expert  on  sports  labor. 
NIGHTMARE.  Of  course,  the  owners  face  a 
mess  of  problems,  too.  The  200-odd  play- 
ers due  to  become  free  agents  will  be  el- 
igible to  switch  teams.  Usually,  many 
would  have  sorted  out  their  new  deals 
by  yearend-,  leaving  clubs  able  to  pro- 
mote ticket  sales  with  their  names  and 
run  national  and  local  television  ads 
adorned  with  their  faces.  Owners  will 
face  a  nightmarish  marketing  task  if  it 
isn't  clear  w.  o's  on  first  (and  second 
and  third)  at  each  team— or  whether 
they'll  play  I  mil  at  all. 


Making  a  salary  cap  work  during  a 
strike  could  be  even  more  daunting. 
With  this  season  over,  the  owners  can 
impose  their  last  contract  offer,  under 
which  the  total  of  all  player  salaries 
would  not  exceed  50%  of  total  baseball 
revenues.  Each  team  then  would  have 
four  years  to  bring  payrolls  to  50%  of 
the  sport's  average.  But  without  know- 
ing which  free  agents  are  staying  put, 
some  clubs  could  face  tough  decisions. 
For  instance,  the  Atlanta  Braves  dished 


G00PBY£MR.9PALP^G 

out  $52  million  in  salaries  this  year,  vs. 
an  MLB  average  of  $.":>o  million.  To  meet 
the  cap,  "they  probably  couldn't  keep 
players  like  Steve  Avery,"  a  Braves 
pitcher  who  earned  $2.8  million  this  sea- 
son, says  Scott  Boras,  Avery's  agent. 

Owners  must  also  keep  an  eye  on 
Washington.  Representative  Jack  Brooks 
(D-Tex.)  has  scheduled  a  Sept.  22  hear- 
ing to  look  again  at  repealing  Major 
League  Baseball's  antitrust  exemption— 
which  would  open  the  way  for  a  suit 
by  the  union  against  the  salary  cap.  Al- 


"The  pressures  on  free 
agents  to  sign  are  enormous 
as  they  watch  a  very  short 
career  go  by" 


though  the  owners  have  won  this  bat 
in  the  past,  public  anger  over  anoth 
lost  season  could  stiffen  congressior 
attitudes. 

The  ballplayers  could  face  even  wor 
dilemmas.  They've  been  able  to  ha: 
tough  in  the  past  in  part  because  th 
collect  a  paycheck  twice  a  month  frc 
Opening  Day  on.  So  when  the  uni 
calls  a  strike  in  midseason,  as  it  did  tl 
year,  players  already  have  earned  t 
bulk  of  their  annual  salary.  The  ow 
ers,  by  contrast,  get  the  biggest  chu 
of  their  revenue  from  the  league  cha: 
pionship  playoffs  and  World  Series, 
they  stand  to  lose  more,  proportionate 
as  the  season  slips  away.  The  situati 
will  reverse  next  year,  though,  wh 
owners  will  face  little  pain  early  on  a 
players  will  forgo  pay  right  off  the  b; 

The  union's  biggest  test  will  be  he 
to  handle  the  new  crop  of  free  agen 
In  past  disputes,  pk 
ers'  individual  sala 
contracts  were  nev 
immediately  at  issi 
The  reason:  The  tv 
sides  always  reach 
agreement  before  t 
season  ended.  Tl 
year,  however,  sor 
free  agents  could  lq 
if  they  stick  with  t 
union  while  their  c 
leagues  buckle, 
some  stars  sign  dei 
that  put  a  team  ov 
the  salary  limit,  th 
team  couldn't  sign  s 
other  expensive  pk 
er.  So  a  player  w 
held  back  could 
forced  to  seek  wo 
elsewhere. 
"The  pressures  on  free  agents  to  si; 
are  enormous  as  they  watch  a  ve 
short  career  go  by,"  says  Marvin  Mill* 
former  head  of  the  Major  League  Bas 
ball  Players  Assn.  "But  I  still  don't  thi 
anyone  will  cross  the  picket  lini 
Agrees  Boras:  "I  don't  believe  any  pla 
er  would  sign"  under  a  salary  cap. 

Given  the  likelihood  of  such  a  mudd 
the  two  sides  may  well  come  to  terms 
time  to  salvage  next  season.  That  wot 
probably  have  to  happen  by  Novemb< 
negotiators  say.  "Both  parties  face  en( 
mous  uncertainties,  which  gives  them 
tremendous  interest  in  trying  to  setl 
this,"  says  Richard  Ravitch,  the  ownei 
chief  negotiator.  If  baseball  remains 
warring  camps  through  the  winter,  ho 
ever,  bringing  peace  to  the  national  p; 
time  will  be  ever  more  complicated  cor 
spring. 

By  Aaron  Bernstein  in  New  York,  w> 
bureau  reports 
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"WHY  IS  OUR 
AWARDS  PROGRAM 
SO  POPULAR  WITH 
FREQUENT  TRAVELERS? 
WE'RE  IN  EVERY  CITY 
THEY  FREQUENT." 


As  a  business  traveler  you  earn  free  vacations  faster  with 
Marriott  Honored  Guest1  Awards.  With  over  250  locations 
worldwide,  we're  doing  business  wherever  you're  doing  business. 
To  join  the  program  call  1-800-367-6453.  For  reservations, 
call  your  travel  agent  or  1-800-228-9290. 

Harriott 


WE  MAKE  IT  HAPPEN  FOR  YOIT 
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CAPACITY  I 


THE  MACHINE-TOOL  INDUSTRY  SHOW  IN  CHICAGO  SHOWED  OFF  A  NEW  PRODUCT  THAT  SHAPES  RAW  METAL 


U.S.  MACHINE  TOOLS 
ARE  CLANKING  AGAIN 


Manufacturing  is  up,  and  so  are  orders  for  gadgets  that  grind,  cut,  or  drill 


Consumers  just  can't  seem  to  get 
enough  of  those  Ford  Explorers 
and  Jeep  Grand  Cherokees.  So 
Dana  Corp.  is  making  axles  three  shifts 
a  day,  seven  days  a  week.  "We're  at  ca- 
pacity," says  Daniel  Hendricks,  controller 
at  Dana's  Spicer  Axle  Div.  in  Fort 
Wayne,  Ind.  Dana's  response?  Invest 
$70  million  in  new  equipment:  gear-cut- 
ting, grinding,  drilling,  and  other  ma- 
chine tools. 

Dana  isn't  the  only  company  buying 
such  goods.  As  American  industry 
moves  into  overdrive,  one  of  its  most 
beleaguered  businesses— the  U.  S.  ma- 
chine-tool industry— is  getting  back  on 
its  feet.  Amid  the  thousands  of  attend- 
ees at  Chicago's  McCormick  Place  for 
the  industry's  biennial  trade  show— 
which  wrapped  up  Sept.  15— was  a  per- 
vasive sense  that  the  poster  child  of 
America's  industrial  decline  is  making 
a  comeback. 

international  APPEAL.  The  rebound 
bodes  well  not  just  for  this  $5  billion 
business  !  >ut  for  all  of  U.  S.  manufactur- 
ing: Machine  tools  are  the  "master 
tools"  that  make  everything  else.  "It's  a 
bellwether  for  U.  S.  productivity,"  says 
Daniel  J.  Meyer,  chairman  of  machine- 


tool  maker  Cincinnati  Milacron  Inc. 
Adds  Berthokl  Leibinger,  chief  execu- 
tive of  top  toolmaker  Trumpf  &  Co. 
in  Germany:  "America  has  realized  that 
a  nation  must  produce  hardware,  not 
just  software  and  services." 
Orders  to  U.  S.  tool-  i 

makers  were  up  24%  in    Q)T?tY(Yl  riTilWnTTi)  ^ 

the  first  seven  months 
of  1994,  to  $2.5  billion.  5.0 
The  news  was  even  bet-  I 
ter   for   producers  of 
presses  and  other  met- 
al-forming equipment. 
Powered  by  auto  mak- 
ers and  their  suppliers, 
which  shape  a  lot  of 
sheet  metal,  orders  have 
shot  up  55%.  And  the  or- 
der  runup   may  have 
legs:  The  average  age  of 
the  metalworking  ma- 
chines used  in  the  U.  S. 
hit  an  all-time  high  in  1993.  "There's  a 
tremendous  pent-up  demand  in  the  ma- 
chine-tool industry,"  says  Brian  McLeod, 
sales  and  distribution  chief  at  Fadal  En- 
gineering Co. 

American  machine  tools  arc  becom- 
ing more  popular  overseas  as  well.  Ex- 
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DATA:  ASSOCIATION  FOR  MANUFACTURING 
TECHNOLOGY,  BUSINESS  WEEK 


ports  for  the  first  hi 
are  up  24.2%,  to  $6: 
million,  boosted  in  pa 
by  China's  torrid  econ 
my  and  big  orders 
Canada.  "What  surpris 
us  is  our  alternation 
business,"  says  Milacroi 
Meyer,  who  sees  dem 
percolating  in  most 
the  regions  through 
the  world. 

Still,  overseas  comp 
itors  are  more  th 
keeping  up,  particular 
the  Japanese.  Impoi 
are  claiming  50%  of  t 
U.  S.  market  this  ye 
despite  price  increase 
an  uptick  from  the  4f 
or  so  they  have  enjoy 
since  the  1980s.  A  strcr 
U.  S.  market  is  sucki 
them  in,  while  the  ex 
ration  of  voluntary  tra 
limits  by  Japan  at  t 
end  of  last  year  is  cc 
tributing,  too. 
The  weak  dollar  also  is  helping  sor 
Japanese  toolmakers.  U.  S.  transplan 
including  Japan's  Mazak  and  Okur 
America,  which  invested  heavily  in  U 
production  during  the  '80s,  now  ra 
among  the  major  domestic  produce 
Okuma  America's  business  "is  the  bes 
has  ever  been,"  says  President  Jo 
Hendrick. 

trimmer  backlogs  For  American 
chine-tool  makers,  the  challenge  now 
reversing  a  decade  of  weak  demand, 
consistent  management,  and  owners 
changes  that  crippled  the  industry 
executives  say  they  are  up  to  the  ch 
lenge.  Many  of  them  s 
determined  not  to 
backlogs  swell  as  th 
did  back  in  the  eai 
1980s,  a  problem  th 
opened  the  door  to  i 
ports  that  in  turn  c£ 
tured  half  of  the  U. 
market. 

Machine-tool  exec 
tives  are  saying  custo 
ers  have  made  it  ck 
they  can't  raise  pric 
much— even  in  the  Is 
of  strong  demand, 
they  are  working 
cutting  costs  and  hiri 
only  sparingly.  Profits,  though,  are 
soaring  as  they  have  done  in  past  < 
cles.  Still,  the  American  machine-t< 
industry  at  long  last  is  reversing 
decline.  That's  something  for  business 
cheer  about. 

By  Zachary  Schiller  in  Chici 
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They  Not  Only 
Sound  Great, 
They  Put  Productivity 
In  Motion. 


'2 


I¥avelMate™4000M  Series 

•  486  processors  from  50MHz  to  75MHz 

•  Active  Matrix  Color  or 
Dual  Scan  Color  Displays 

•  Hard  Disk  Drives:  200MB  to  455MB* 

•  Built-in  16-bit  sound 
•PCMCIA  Type  III  Slot 

•  Integrated  Pointing  Device 

•  Multiple  Interfaces  including  SCSI  II, 
Audio  Controls,  and  MIDI/Game  port 

•  Intel  Indeo™  Video 

Portable  CD-ROM  Docking  System 

•  Double-speed  CD-ROM  drive  (250ms) 

•  Built-in  stereo  speakers 

•  Separate  NiMH  battery  gives  you 
AC  or  battery-powered  operation 

•  SCSI  II  connection 

•  Optional  SCSI  II  bay  for  additional 
hard  drive 


The  right  multimedia  notebook  can  give  you  a 
decided  advantage  in  your  work.  That's  why  we  made 
the  TravelMate  M  Series  notebook  computers. 

These  powerful  multimedia  machines  give 
you  desktop  PC  capabilities  in  a  portable  package, 
including  the  industry's  first  truly  portable, 
battery-powered  CD-ROM  Docking  System.  So  you 
have  the  freedom  to  use  them  anytime,  anywhere. 

The  M  Series  continue  the  TravelMates' 
award-winning  reputation  for  incredible  power, 
performance  and  reliability.  Each  comes  standard 
with  16-bit  sound,  a  built-in  speaker  and  micro- 


phone, plus  a  choice  of  486  processors  to  handle 
full-motion  video  and  speed  you  through  other 
multimedia  applications. 

And  the  optional,  battery-powered  CD-ROM 
Docking  System  gives  you  access  to  the  growing 
libraries  of  CD-ROM  software,  no  matter  where 
you  are. 

The  TI  TravelMates.  They're  for  people  who 
are  going  places. 

For  more  information  or  the  name  of  the 
dealer  nearest  you,  call  1-800-TI-TEXAS 
(1-800-848-3927). 


EXTENDING     YOUR  REACH" 

Texas 
Instruments 


July  1994      *Dependingon  model.  TravelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instruments.  Indeo  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  ©1994  TI. 
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Commentary/by  James  C.  Cooper 


THE  NEW  GOLDEN  AGE  OF  PRODUCTIVITY 


■  s  the  U.  S.  in  the  middle  of  a  pro- 

■  ductivity  revival  or  not?  The  an- 
I  swer  will  affect  American  living 
standards,  inflation,  and  global  com- 
petitiveness for  years  to  come. 

The  data  give  the  productivity  be- 
lievers plenty  of  ammunition.  Of 
course,  not  everyone  agrees  with  the 
numbers.  Some  argue  that  the  recent 
improvement  in  productivity  is  no  bet- 
ter than  in  past  upturns  and  that 
measurement  problems 
overstate  the  recent 
gains.  However,  by  exam- 
ining the  dramatic  chang- 
es in  the  U.  S.  economy 
in  recent  years,  it's  easy 
to  see  why  the  optimists 
are  probably  right. 

Defined  as  output  per 
hour  worked,  productiv- 
ity is  influenced  by 
everything  from  the  skill 
levels  of  workers  to  the 
technology  they  use  to 
the  way  a  company  is  or- 
ganized and  managed. 
Thanks  to  Corporate 
America's  restructurings 
and  high-tech  investment, 
the  long-term  trend  of 
productivity  growth  is  on 
a  path  not  seen  since  the 
1960s.  In  the  1970s,  pro- 
ductivity limped  along  at  1%  annually. 
The  1980s  were  worse.  But  in  the  first 
4%  years  of  the  1990s,  it  has  rebounded 
to  nearly  2%.  Of  course,  the  decade  is 
only  half  done.  And  productivity 
surged  after  the  recessions  of  the  '70s 
and  '80s,  only  to  dive  later. 
investment  boom.  The  infidels  say 
the  same  thing  will  happen  this  time. 
"We  see  no  evidence  that  the  rise  in 
productivity  in  this  expansion  is  any- 
thing more  than  a  normal  cyclical  re- 
bound," says  David  A.  Wyss,  research 
director  at  DRl/McGraw-Hill.  Productiv- 
ity usually  pops  up  early  in  a  recovery. 
Later  on,  however,  as  companies  have 
to  hire  new  workers  who  need  to  learn 
the  ropes,  it  begins  to  slip.  Indeed, 
second-quarter  productivity  fell  2.5%, 
as  a  million  workers  found  jobs. 

But  this  time,  even  as  the  cyclical 
gains  fall  away,  the  data  strongly  sug- 
gest that  the  structural  improvement 
remains  in  place  and  that  the  short- 
term  drop-off  will  be  less  steep.  Even 


with  last  quarter's  dip,  productivity  is 
still  up  2.3%  from  a  year  ago.  Its  pace 
for  the  entire  expansion  is  above  that 
of  the  recoveries  of  the  '70s  and  '80s. 
And  productivity  gains  have  made  the 
largest  contribution  to  growth  in  any 
expansion  since  the  1960s. 

The  most  compelling  argument  for 
the  productivity  revival  is  the  stag- 
gering rate  at  which  companies  are 
making  efficiency-enhancing  invest- 


ments. Since  the  investment  boom  be- 
gan, equipment  outlays  have  soared 
43.2%,  the  fastest  nine-quarter  growth 
ever.  The  boom  isn't  abating,  as  busi- 
nesses increase  their  1994  budgets  yet 
again.  Outlays  are  slated  to  rise  9.4%, 
after  adjusting  for  capital-goods  prices. 

But  that  price  adjustment  is  where 
the  argument  gets  hot.  Wyss  and  oth- 
er disbelievers  say  the  upturn  in  busi- 
ness investment  is  also  normal.  They 
say  the  Commerce 
Dept.'s  adjustment  for 
quality  improvements 
in  computers  results 
in  sharply  declining 
prices,  causing  an 
overstatement  of 
price-adjusted  invest- 
ment. Wyss  argues, 
for  example,  that  a 
laptop  computer  is 
not  "bigger  and  bet- 
ter" than  the  old 
mainframe  it  replaces, 
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WHY  THIS  INFLATION 
CYCLE  IS  DIFFERENT 


as  Commerce  suggests,  because  ofter 
it's  only  a  glorified  typewriter. 

However,  arguments  abound  on  the 
other  side.  Commerce  says  the  price  o: 
telecommunications  equipment  is  ris 
ing.  But  it's  obvious  that  prices  an 
declining  for  a  wide  array  of  such  hard 
ware,  from  fax  machines  to  computer 
modems,  hinting  that  investment  ir 
this  fast-growing  area  is  understated. 
Moreover,  the  government  is  proba 
bly  underestimating  ser 
vice  productivity.  Com 
merce  doesn't  ever 
measure  it  in  many  ser 
vice  industries— unlike 
manufacturing,  you  can'1 
just  count  the  widgets 
It's  hard  to  believe  thai 
service  productivity  fell  as 
badly  in  the  first  half  at 
the  numbers  imply,  espe 
^^^1  daily  when  manufacturing 
efficiency  soared  5.6%.  in 
i  W  deed,  services  account  foi 
75%  of  1994's  planned  out 
lays  for  new  plants  and 
equipment. 

hard  facts.  "If  you  really 
want  proof  of  the  produc 
tivity  revolution,  look  at 
manufacturing,"  says 
Bruce  Steinberg  at  Mer 
rill  Lynch  &  Co.  There 
he  says,  no  doubt  exists  about  what 
we  are  measuring.  Factory  productivity 
is  up  a  stunning  5.4%  during  the  past 
year.  With  factory  wages  up  only  2.7% 
unit  labor  costs  have  plunged  2.7% 
That  means  many  factories  can  easily 
absorb  the  recent  uptick  in  prices  oi 
materials  while  barely  feeling  the  effect 
on  their  bottom  lines. 

Extend  that  phenomenon  to  prop 
erly  measured  service  productivity,  anc 
it's  easy  to  see  why 
the  inflation  outlook 
remains  so  gooc 
(chart)  and  why  the 
'90s  will  be  looked 
back  on  as  a  wa 
tershed  in  the  ad 
vancement  of  U.  S 
competitiveness  and 
living  standards 
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ook  at  the  figures. 

cial  highlights  (billions  of  lire)  1989       1990       1991       1992  1993 

Idles  17,727     19,964    22,964     27,173  29,782 

Purchase  of  tangible  fixed  assets  8,930    10,610    11,827    10,596  8,397 

Number  of  employees  122,653  125,958  129,492  1 37,887  1 36,184 

Net  tangible  fixed  assets  35,840    40,460    46,451     49,863  49,490 

Net  financial  liabilities  14,314     17,521     19,506    22,916  22,085 

Gross  operating  profit  8,861      9,822     11,672     13,683  14,843 

Profit  before  tax  2,208      2,318      2,533      2,823  3,284 

Net  profit  1,355      1,367      1,413      1,425  1,539 

part  attributable  to  STET  949        958        971         965  1.014 

Cash-Flow  6,727      7,380      8,636      9,459  10,126 


as  a  percentage  of  capital  expenditure  75.3       69.6       73.0       89.3  120.6 

Net  financial  charges  on  sales  (%)  6.7         7.0         7.0         7.5  6.5 

Profit  before  tax  on  sales  (%)  12.5        11.6        11.0        10.4       1 1.0 


The  figures  speak  for  themselves.  They  confirm  the  STET  Group  as  one  of  the  most  promising 
companies  in  the  international  marketplace,  whose  remarkable  performance  is  continually 
improving.  And  there's  more.  The  restructuring  of  the  Italian  telecommunications  industry,  put 
forward  and  developed  by  Stet,  is  now  a  reality,  managed  by  Telecom  Italia,  the  sole 
company  responsible  for  telecommunications  in  Italy  resulting  from  the  merger  of  SIP,  ItalCable, 
Iritel,  Telespazio  and  Sirm.  Under  Telecom  Italia,  the  management  of  the  various  services  will 
be  integrated  so  that  resources  can  be  exploited  fully,  costs  contained,  investments 
rationalized,  quality  and  range  of  services  improved.  Thus  the  STET  Group  is  poised  to 
compete  worldwide  with  the  help  of  a  policy  of  partnerships  and  initiatives,  research  in  the 
latest  telecommunications  software,  strong  manufacturing  and  plant  activity,  timely 
installation  of  new  multimedia  services.  For  these  reasons,  as  well  as  the  achievements  of 
1 993,  the  one  hundred  and  more  companies  in  the  Stet  group  and  their  1 37,000  employees 
look  to  the  future  with  confidence,  assured  that  they  are  on  the  threshold  of  a  new 
id  productive  era  in  the  evolution  of  telecommunications.  In  Italy  and  the  world. 


low  look  ahead. 
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Telecommunications 
in  Italy  and  the  World 


COMPUTERS  I 


DON  STRICKLAND:  FORCED  TO  FISH  FOR  SMALL  FRY 


ANYBODY  WANNA 
CLONE  A  MAC? 


Apple  has  a  licensing  scheme, 
but  it  may  be  too  little,  too  late 


Apple  Computer  Inc.  is  putting  a 
happy  face  on  its  uphill  efforts  to 
license  software  and  hardware, 
attempting  to  open  the  door  to  the  first 
Macintosh  clones.  But  is  anybody  else 
smiling? 

On  Sept.  19,  the  Cupertino  (Calif. I 
company  will  unveil  a  fresh  licensing 
strategy  and  a  new  smiley  logo  to  be 
used  by  Mac  software  publishers  and 
potential  doners— much  like  the  one 
Microsoft  Corp.  uses  to  push  its  Win- 
dows operating  system.  But  after  nine 
months  of  preparing  its  plan,  a  critical 
piece  is  missing:  any  big-time  takers.  "I 
wish  [the  process]  were  faster,  for 
sure,"  says  Apple  Chief  Executive  Mi- 
chael H.  Spindler.  "But  on  the  other 
hand,  we  want  to  do  it  right." 
"WET  sand."  Since  the  Mac  was  intro- 
duced in  1984,  Apple  has  raked  in  fat 
margins  on  its  proprietary  technology, 
even  at  the  expense  of  market  share.  In 
1984,  Mac  hit  the  market  with  easy-to- 
use  icons  and  snazzy  graphics.  But  Ap- 
ple has  introduced  no  mar- 
ket-wowing changes  in  the 
decade  since,  while  Micro- 
soft has  been  catching  up 
with  its  Windows  operating 
system.  With  the  Mac-like 
Windows95  due  next  year, 
Microsoft  will  have  all  but 
closed  the  gap. 

Critics  say  any  clone 
strategy  should  have  been 
pursued  years  ago.  "Now 
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APPLE'S  PIECE 
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the  window  is  closing,"  says  an 
executive  at  Acer  Inc.,  the  Tai- 
wanese computer  maker  that 
has  spent  15  months  negotiat- 
ing a  clone  deal  with  Apple— to 
no  avail.  Apple  is  dithering. 
Meanwhile,  Acer  has  had  a  look 
at  Windows95  and  is  losing 
interest.  Says  a  former  top  Ap- 
ple executive:  "Apple  had  an  ice 
cube  in  the  desert  and  every- 
body wanted  it.  They  could 
have  licensed  it  to  everybody. 
Now  all  they've  got  is  wet 
sand." 

Spindler  is  banking  on  a  crack 
in  the  window,  negotiating  with 
several  small-potato  computer 
manufacturers.  He  won't  name 
names,  but  insiders  say  Apple 
has  been  talking  to  Fujitsu,  Toshiba, 
Olivetti,  Vobis  Microcomputer,  and  Mot- 
orola. Together,  these  companies'  share 
of  the  worldwide  PC  market  adds  up  to 
a  measly  5%. 

Apple  seems  forced  to  fish  for  small 
fry  because  companies  such  as  Compaq 
Computer  Corp.  and  Dell  Computer 
Corp.  are  simply  not  interested.  IBM, 
Apple's  partner  in  other  software  and 
chip  projects,  is  discussing  Mac  licensing 
with  Apple  but  isn't  anywhere  near  an 
agreement,  sources  say. 

Whatever  the  prospects,  licensing  its 
technology  has  become  critical  to  Ap- 
ple's future.  Executives  say  the  com- 
pany needs  to  boost  the  share  of  com- 
puters that  use  Apple  software  to  20% 
of  the  PC  market  to  keep  software  de- 
velopers interested  in  writing  programs 
for  Macintosh  over  the  long  haul.  With 
only  10%  of  the  PC  market  now,  Apple 
is  unlikely  to  reach  its  goal  without  the 
help  of  clonemakers. 

The  smaller  companies,  Apple  says, 
can  modestly  expand  the  Mac  market 
without  harming  Apple  profits.  Fujitsu 
Ltd.,  for  example,  claims  42%  of  the  ed- 
ucation market  in  Japan— a  segment  Ap- 
ple hasn't  cracked.  And  Olivetti  has  20% 
of  the  PC  market  in  Italy,  where  Apple 
holds  a  meager  6%.  "What  we  want  in 
the  first  pass  is  market  makers,"  Spin- 
dler says.  "Then  we'll  go  beyond  this." 
To  do  so,  Apple  has  assembled  a  50- 
person  licensing  staff,  head- 
ed by  Vice-President  Don 
Strickland. 

But  ask  anyone  in  the 
computer  industry  who 
doesn't  work  for  Apple 
what  they  think  of  the  com- 
pany's latest  licensing  strat- 
egy. Good  odds  the  answer 
will  be,  "Too  little,  too  late." 

By  Kathy  Rebello  in  San 
Francisco 


COMPUTERS  I 


WATCH  OUT  FOR 
FLYING  CHIPS 


Compaq  is  bitterly  attacking  Intel 
— though  it  needs  the  chipmaker 


It  was  just  another  personal-compt 
er  confab  until  a  Sept.  12  panel  d 
cussion  during  which  Compaq  Coi 
puter  Corp.  Chief  Executive  Eckha 
Pfeiffer  was  asked  for  his  thoughts  i 
Intel  Corp.  A  steely  Pfeiffer  stunned  ; 
tendees  at  the  Barcelona  conference  rj 
condemning  the  chipmaker,  griping  t 
Intel  CEO  Andrew  S.  Grove's 
and  product  strategies  serve  only 
own  interests,  not  its  customers'.  In 
defended  its  practices. 

It  was  by  far  the  most  public  bl 
yet  in  a  growing  rift.  In  January, 
paq  signed  a  supply  deal  with  Intel 
Advanced  Micro  Devic- 
es Inc.— breaking  with 
Intel  for  the  first  time. 
And  on  Sept.  14,  the 
AMD  partnership  got 
closer  when  Compaq 
unveiled  a  new  line  of 
Presario  home  PCs,  all 
built  around  AMD  chips. 
RAPID  MOVE.  Now,  the 
tensions  are  hitting 
prime  time.  Through 
yearend,  Intel  plans  to 
spend  $80  million  on 
TV  ads  to  persuade 
consumers  they  need 
PCs  based  on  its  pow- 
erful new  Pentium 
chips.  Compaq  will 
spend  $100  million  on 
ads  saying  that  it's  the 
PC  that  counts— not  the  silicon  inside 
Pfeiffer's  main  concern  is  Intel's  ra 
move  away  from  its  older  486  chip.  T 
486  powers  an  estimated  87%  of  Co 
paq's  PCs,  and  Compaq  is  holding  off 
selling  home  models  based  on  the  Pi 
tium  until  next  year.  Intel,  meanwh 
has  accelerated  production  and  chopp 
the  price  of  the  Pentium. 

Still,  Intel  has  warned  for  nearly 
year  that  it  would  move  quickly  to  tl 
Pentium.  Compaq  hopes  to  buy  40%-pl 
of  its  chips  from  clonemakers  next  ye; 
but  it  still  needs  Intel.  "Like  it  or  nc 
[Intel  and  Compaq]  are  still  joined 
the  hip,"  says  Oppenheimer  &  Co.  an 
lyst  James  Poyner.  Maybe.  But  th 
doesn't  mean  they  get  along. 

By  Peter  Burrows  in  Dallas,  wi 
Robert  D.  Hof  in  San  Francisco 


PFEIFFER  AND 
GROVE:  DO 
CONSUMERS  N!J 
PENTIUM  CHIP."  I 


Vho  needs  a  phone  this  tough? 


Motorola  mobile  phones  are  built 
to  survive  test  after  test  after  test. 
Maybe  that's  why  they're  such  a 
smashing  success  in  the  real  world. 
Durable.  Dependable.  Motorola. 
The  best-selling,  most  preferred 
cellular  phones  in  the  world. 


DEALS  I 


SURVIVAL 

OF  THE  BIGGEST 


More  and  more,  Darwinism 
rules  the  travel  industry 


In  Seattle,  Microsoft  Corp.  executives 
make  travel  reservations  on  their 
own  computers,  then  E-mail  them 
for  review  by  American  Express  Co. 
agents.  In  Phoenix,  250  Carlson  Travel 
Network  agents  attend  to  the  needs  of 
General  Electric  Co.'s  222,000  employ- 
ees around  the  globe.  And  in  Moscow, 
Rosenbluth  International  is  handling 
Russia  travel  for  Chevron  Corp.  and  oth- 
er oil  giants. 

The  travel  agency  business  has  come 
a  long  way  from  the  storefront  shop  at 
Main  and  Elm.  Sure,  there  are  still  some 
30,000  smaller  agencies  around  the  U.  S. 
But  airline  deregulation,  computers,  and 
the  zeal  for  cost-cutting  mean  the  $100 
billion  corporate  travel  business  is  in- 
creasingly being  handled  by  huge  agen- 
cies. On  Sept.  12,  American  Express, 
already  the  titan  of  travel,  got  even  big- 


ger by  acquiring  The  Thomas  Cook 
Group's  Travel  agency  business.  The 
$375  million  deal  will  boost  American 
Express'  agency  sales  to  $10  billion  from 
about  $7  billion. 

The  buyout  is  the  latest  in  a  string  of 
acquisitions  the  charge-card  giant  hopes 
will  help  maintain  American  Express  as 
"the  Wal-Mart  of  the 
travel  agency  busi- 
ness," says  Roger 
Ballon,  president  of 
American  Express 
Travel  Related  Ser- 
vices Co.  Carlson,  the 
second-largest  agen- 
cy, has  also  been 
beefing  up.  Earlier 
this  year,  it  merged 
with  Paris-based 
Wagonlit  Travel  for 
sales  of  $7  billion.  "In 
1985,  you  had  to  be  national,"  says  Tra- 
vis Tanner,  president  of  Carlson  Travel. 
"In  1995,  you  have  to  be  global." 
critical  mass.  The  need  to  grow  is  a  re- 
sponse to  huge  forces  redefining  the  ec- 
onomics of  corporate  travel.  Larger 
agencies  specializing  in  business  travel 
now  make  nearly  half  their  fees  from 
corporate  clients— not  from  airlines.  Big 
investments  in  computer  networks  let 
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agencies  charge  corporations  for  anal 
ing  travel  patterns.  And  software  c 
alert  corporate  travel  managers  wr 
workers  abuse  travel  guidelines. 

Meanwhile,  airlines  are  making  noi: 
about  cutting  their  commissions  to  ag 
cies,  now  typically  about  10%.  The  me; 
agencies  can  counter  such  thre; 

through  purchasi 
muscle.  But  for  sm 
er  agencies  who 
far  more  reliant 
airline  commissioi 
the  future  is  trc 
bled.  Many  are  for 
ing  alliances,  such 
Woodside  Tra\ 
Trust,  a  Marylan 
based  consortium 
160    agencies  wi 
combined  sales  of 
billion.  Others  are 
the  block  or  on  the  verge  of  folding. 

"As  an  industry,  we're  at  a  critic 
juncture,"  says  Hal  F.  Rosenbluth,  CEO 
Rosenbluth  International.  "Unless  y 
have  the  capital  and  technology  to  g 
growth,  you're  in  trouble."  That's  wl 
the  consolidation  wave  in  travel  agenci 
isn't  likely  to  go  away. 

By  Eric  Schine  in  Los  Angeles,  wi 
Leah  Nathans  Spiro  in  New  York 


HOTELS  I 


MAJOR 

RESERVATIONS 


Will  breaking  Holiday  Inn  into 
many  pieces  work? 


When  he  came  to  Holiday  Inn 
Worldwide  in  1990,  Bryan  D. 
Langton  ordered  160-odd 
staffers  to  pair  off  and  visit  every  Holi- 
day Inn  in  the  U.  S.  They  took  in  peel- 
ing paint,  unkempt  parking  lots,  outdat- 
ed lobbies,  and  enough  smelly  rooms  to 
house  a  large  army.  "We  saw  the  good, 
the  bad,  and  the  ugly,"  he  says. 

On  Sept.  13,  Langton  unveiled 
a  program  to  upgrade  Holiday's 
good  hotels,  refurbish  the  ugly, 
and  remove  the  big  green  sign 
from  the  incorrigibly  bad.  The 
company  is  breaking  its  domes- 
tic hotels  into  five  separate  seg- 
ments and  erasing  the  Holiday 
Inn  name  from  its  fancy  Crowne 
Plaza  hotels.  In  the  next  three 
months,  Holiday  will  order  its 
1,080  U.  S.  franchisees  to  pony  up 
$500  million  in  repairs  or  leave 
the  system.  Meanwhile,  the  com- 
pany will  add  1,205  new  proper- 


ties worldwide,  growing  to  a  3,155-hotel 
chain  by  1998. 

It's  not  Langton's  first  spin  with  big 
plans.  After  England's  Bass  PLC  bought 
the  chain  for  $2.2  billion  in  1989,  Holiday 
Inn  spent  $1  billion  expanding  and 
sprucing  up.  But  the  investment  wasn't 
enough  to  make  a  difference  in  the  cut- 
throat hotel  market. 

So  Langton  now  is  taking  another 
crack.  His  strategy:  Develop  a  multi- 
brand  strategy  so  that  customers  can 
choose  among  the  upscale  Crowne  Plaza, 
the  traditional  Holiday  Inn,  the  budget 
Holiday  Inn  Express,  and  the  business- 
oriented  Holiday  Inn  Select  and  Holi- 
day Inn  Suites  &  Rooms.  Overseas,  trav- 
elers will  find  different  brands.  As  many 


66  BUSINESS  WEEK/SEPTEMBER  26,  1994 


as  200  hotels  will  be  forced  to  leave  tl 
system  because  they  won't  be  able 
handle  the  $350,000  to  $2  million  need< 
per  site  to  upgrade  to  new  standards 
The  response  from  franchisees 
mixed.  "You'll  be  telling  consumers  th 
you've  got  a  problem  with  the  core  pro 
uct,"  frets  Robert  A.  Alter,  presiden 
elect  of  the  Holiday's  main  franchise 
group.  Still,  others  believe  killing  tl 
turkeys  will  boost  brand  image.  "Th 
system  needs  this,"  says  John  Q.  Han 
monds,  owner  of  94  Holiday  Inns. 
no  fears.  Indeed,  the  competitive  pi 
ture  demands  it.  Fast-growing  Holida 
Inn  Express  faces  tough  competitio 
from  the  likes  of  Promus  Cos.'  Hampto 
Inns  and  Marriott  Corp.'s  Fairfield  Inn 
Rivals  say  they're  not  worriec 
Although  70%  of  the  budget  h( 
tels  will  be  new,  converting  ol 
ones  risks  undermining  the  mak< 
over.  Says  Promus  Hotels  Chit 
Executive  Ray  E.  Schult: 
"Changing  the  name  is  not  goin. 
to  matter  a  great  deal." 

Holiday  Inn's  original  succes 
grew  from  its  dependable  imag 
as  a  reasonably  priced,  clean  plac 
for  Middle  America  to  stay.  Lang 
ton's  biggest  challenge  may  b 
communicating  just  what  the  Hoi 
iday  Inn  brand  means  today. 
By  David  Greising  in  Atlant 
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Two  Strategies  for  Client/Server 
Applications  Development 

Both  in  One  Software.. .the  SAS  System 

Only  the  world's  leading  information  delivery  system  gives  you  two  proven  strategies  for  satisfying 
today's  client/server  applications  development  needs: 

Empower  Your  User  Community 


The  SAS  System  offers  a  secure 
and  manageable  environment  for 
making  enterprise  data  available  on 
demand.  And  for  turning  that  data 
into  useful  business  information  for 
strategic  decision  making. 

Through  an  intuitive,  dynamic, 
and  data-driven  interface,  even  novice 
business  users  can  handle  the  most 
sophisticated  requests  by  themselves: 
ad  hoc  queries,  reports,  business  graphs, 
forecasts,  analyses,  and  more.  By  making 
the  SAS  System  your  standard  for  end  user 
access  and  reporting,  you'll  empower  users 
to  satisfy  their  own  information  requests. 
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Empower  Your  Applications  Developers 


With  more  self-reliant  end  users,  developers  are 
free  to  concentrate  on  implementing  client/ 
server  applications  critical  to  your  business. 
Here,  too,  the  SAS  System  satisfies  your  most 
demanding  requirements  by  supporting  an  iterative 
approach  to  rapid  applications  development.  Put 
strategic  business  systems  in  production  quickly... 
even  as  you  continue  to  develop  and  enhance  them. 
Object-oriented  tools  simplify  and  speed  development. 
And  support  for  multiple  client/ server  models  (including 
distributing  application  logic  to  the  processor  best  equipped 
for  the  task)  provides  a  flexibility  unrivaled  by  "client  only" 
development  tools.  What's  more,  the  SAS  System's  portable 
architecture  means  applications  look  and  run  the  same  no 
matter  where  you  deploy  them,  desktop  to  data  center, 
preserving  your  applications  investment  over  the  long  haul. 

Take  a  Minute  Now  to  Take  Years  Off  Your  Development  Cycles 

With  the  SAS  System,  you'll  improve  business  processes 
rather  than  just  automating  them.  Users  become  more 
independent,  developers  more  productive,  and  applications 
more  valuable... today  and  tomorrow.  For  a  closer  look  at 
the  SAS  System — and  to  find  out  how  to  receive  these 
applications  development  tools  for  a  free  evaluation — just 
give  us  a  call  at  919-677-8200. 


m 


SAS  Institute  Inc. 

Sales  and  Marketing  Division 

Phone  919-677-8200  .    Fax  919-677-8123 


SAS  is  a  r?y:.t?red  trademark  of  SAS  Institute  Inc  t  opynght  V  1  M4  by  SAS  Institute  In'. 
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TIGHTENING  UP 

AT  THE  WHITE  HOUSE 


White  House  Chief  of 
Staff  Leon  Panetta  fi- 
nally is  set  to  rein  in  Presi- 
dent Clinton's  freewheeling 
advisers  with  a  long-awaited 
reorganization.  Its  key  aim  is 
expected  to  be  an  end  to 
"floaters"— aides  who  have  no 
specific  jobs.  Senior  Adviser 
George  Stephanopoulos,  now 
glued  to  Clinton's  side,  will 
become  Panetta's  policy  depu- 
ty. Panetta  also  plans  to  limit 
the  use  of  outside  political 
consultants,  including  '92  cam- 
paign stalwarts  Paul  Begala 
and  Mandy  Grunwald.  Until 
Panetta  replaces  political  di- 
rector Joan  Baggett  next 
year,  he  will  use  a  team  ap- 


CLOSING  BELL 


DOING  THE 
LAMBADA 


JAN.  3,  '94 
▲  INDEX:  JUNE,  1992=100 


SEPT.  13 


Talk  about  some  fast 
dancing.  Brazil's  stock  market 
skidded  nearly  50%  in 
dollars  last  spring,  as 
Socialist  Luis  Inacio  (Lula)  da 
Silva  took  a  lead  over  former 
Finance  Minister  Fernando 
Henrique  Cardoso  in  the 
nation's  presidential  race. 
Since  then,  stocks  have 
rallied  1 20%— and  Cardoso 
has  moved  ahead— after  the 
government  unveiled  a  strict 
inflation  and  currency-reform 
plan  and  inflation  fell  to  an 
eight-year  monthly  low  of 
1.4%.  If  Cardoso  wins  the 
election,  scheduled  for  Oct. 
3,  he  will  have  to  keep  the 
reforms  corning  to  avoid 
another  crash.  A  likely 
priority:  privatizations. 

DATA:  BARING  SECURITIES  LTD. 


proach  to  setting  political 
strategy.  The  team  members: 
Baggett,  Deputy  Staff  Chief' 
Harold  Ickes,  and  aide  Doug 
Sosnik. 


THE  MOUSE 

STALKS  THE  PEACOCK 


What  goes  around  comes 
around.  Years  ago, 
when  RCA  was  looking  to  sell 
the  NBC  television  network, 
Disney  Chairman  Michael  Eis- 
ner was  among  those  inter- 
ested. Federal  restrictions  on 
studio-network  combinations, 
and  a  hefty  price,  dissuaded 
him  then.  Now,  with  federal 
restrictions  fading  and  NBC's 
current  owner  General  Elec- 
tric peddling  the  network, 
Eisner  is  on  the  phone 
again— with  an  offer  sources 
put  at  $5  billion.  Disney  exec- 
utives won't  comment  official- 
ly. But  insiders  say  Eisner 
feels  compelled  to  find  a  dis- 
tribution outlet  for  his  films- 
even  though  he  worries  he  is 
overpaying.  Eisner's  offer 
may  be  more  attractive  than 
a  $2.5  billion  bid  for  49%  of 
NBC  from  Time  Warner. 


CORRIGAN  MOVES  TO 
THE  GIANT  SCREEN 


Rk.  in 

dent  of  IBM's  $11  billion  Per- 
sonal Computer  company, 
thinks  he  has  a  future  with 
the  big  screen.  On  Sept.  13, 
Corrigan  signed  on  as  CEO  of 
Toronto-based  Imax,  the  lead- 
er in  giant-screen  motion-pic- 
ture technology.  While  Imax 
had  revenues  of  just  $41  mil- 
lion in  the  first  half  of  1993, 
Corrigan  says  he  has  ambi- 
tious plans  for  expanding 
sales  of  its  big-screen  thea- 
ters and  simulator  rides. 


ONE  OF  DELL'S  LAST 
BABIES  WALKS  AWAY 


Dell  Computer,  long  con- 
sidered the  enfant  terrible 
of  the  PC  industry,  is  down 
to  its  last  enfant.  29-year-old 


HEADLINER 


KANTOR  PAYS  A  PRETTY  PENNY  FOR  GATT 


It  has  been  almost. one  year 
since  President  Clinton's 
hard-won  victory  for  NAFTA. 
Now,  he's  pulling  out  all  the 
stops  to  win  passage  of  the 
gatt  world-trade  pact.  But 
he's  discovering  what 
a  difference  a 
year— and  plung- 
ing political  cap- 
ital—can make. 
On  Sept.  13, 
Trade  Repre- 
sentative Mick- 
ey Kantor  was 
forced  to  drop  re- 
newal of  Presiden- 
tial "fast-track"  author- 
ity as  the  price  for  getting 
lawmakers  to  0.  K.  GATT. 

That  should  clear  the  way 
for  congressional  approval. 
But  it  could  cripple  Clinton's 
remaining  trade  agenda— and 
tie  the  hands  of  future  Presi- 
dents. Under  fast  track,  Con- 


gress can  only  vote  yes  or  j 
on  trade  accords— it  waiv 
the  right  to  make  changes.! 

With  fast  track  jettisone 
the  President  and  his  tra~ 
team  will  go  to  Novembe 
Asia-Pacific  Econo: 
Cooperation  po 
wow  and  oth 
future  confere 
es  lacking 
thority  to  n 
down  dea 
Worse,  Clint 
may  not  be  al 
to  win  back  f 
track.  Hill  criti 
who  see  trade  policy 
captive  of  business  elites 
ger  to  surrender  U.  S.  so 
reignty  to  cash  in  on  a  g 
bal  economy,  are  itching 
limit  Clinton's  trade  powe: 
With  all  that  at  stake,  G. 
had  better  be  great. 

By  Douglas  Harbrk 


CEO  Michael  Dell  remains,  but 
on  Sept.  14,  longtime  sales 
and  marketing  chief  Joel 
Kocher  quit  the  $2.8  billion 
Austin  (Tex.)  company  to  be- 
come chief  operating  officer 
of  Artisoft,  a  Tucson-based 
networking  company.  Known 
for  passionate  speeches  and 
take-no-prisoners  sales  tactics, 
Kocher  revved  up  Dell's 
phone-sales  outfit.  But  when 
CEO  Dell  brought  in  Motorola 
veteran  Morton  Topfer  as  co- 
CEO  in  May  to  help  bring  or- 
der to  Dell's  operations,  there 
was  little  room  for  Kocher. 
"Joel  just  couldn't  go  much 
further,"  says  Dean  Witter  an- 
alyst Eugene  Glazer. 


SPRINT'S  PHONE  RINGS 
OFF  THE  HOOK 


Call  it  a  Bell  ringer.  The 
bidding  among  Baby  Bells 
to  land  Sprint  as  a  partner  in 
a  nationwide  cellular  network 
is  getting  intense.  Industry 
sources  say  talks  among  the 
Kansas  City-based  telephone 
company  and  Nynex  and  Bell 


Atlantic  could  lead  to  a  d? 
by  the  end  of  September, 
three  would  merge  their  cell 
lar  operations,  creating  a  n^ 
work  slightly  larger  than  th 
of  market  leader  at&t- 
Caw.  If  the  talks  fizzle,  Spr 
could  still  do  a  cellular  dd 
with  U  S  West  and  AirToul 
Communications.  Sprint  all 
is  talking  to  John  Malond 
Tele-Communications,  amoj 
others,  about  bidding  togeth 
on  lucrative  personal  comr 
nication  service  licenses  at  t| 
federal  government's  auctij 
in  December. 


ET  CETERA... 


►  Monsanto's  stock  jumped 
news  that  President  Robt 
Shapiro  will  become  CEO. 

►  The  National  Academy 
Sciences  called  for  a  $2-p^ 
pack  cigarette  tax. 

►  Microsoft  is  about  to  si 
its  new  Windows  NT  networj 
ing  software. 

►  A  federal  grand  jury  in 
ginia  indicted  three  form| 
United  Way  officials. 
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NORTIIUtM  f 


With  World  Business  Class 
from  Northwest  Airlines  and 
KLM,  you'll  enjoy  more  per- 
sonal space  than  any  other 
worldwide  airline.  With  the 
American  Express'  Card, 
you'll  enjoy  the  security  of 
more  than  1,700  Travel 
Service  locations  around  the 
globe.  Together,  we  bring  a 
world  of  comfort  to  interna- 
tional business  travel.  For 
reservations  or  information, 
call  your  travel  agent  or 
North  west  at  1 -800-44  7-4  74  7 
or  KLM  at  1-800-3-747-747. 
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BY  OWEN  ULLMANN 


AT  THE  FED, 

HENCE  ISN'T  GOLDEN  ANYMORE 


k  ■  o  one  said  glasnost  would  be  easy  for  a  hidebound,  in- 
wM  sular  institution.  Mikhail  Gorbachev  learned  thai  the 
hard  way.  Federal  Reserve  Board  Chairman  Alan 
eenspan  and  new  Vice-Chairman  Alan  S.  Blinder  are  taking 
iir  lumps,  too,  as  they  struggle  to  lead  the  Fed  out  of  the  fi- 
ticial  shadows  and  into  the  light  of  scrutiny. 
After  operating  for  decades  behind  a  veil  of  Kremlinlike  se- 
;cy,  the  central  bank  this  year  opened  its  bronze  doors  a 
ick.  But  the  glare  of  openness  is  unnerving  fi- 
ncial-market  players  used  to  being  kept  in 

I  dark.  The  Fed's  unprecedented  announce- 
>nt  of  a  policy  change  in  February  sent  Wall 
'eet  into  a  tizzy  even  though  the  bank  raised 
erest  rates  a  puny  quarter  of  a  point.  In 
igust,  Blinder  got  his  own  dose  of  glasnost 
jklash  when  he  admitted  the  obvious:  Central 
nks  balance  inflation-fighting  concerns  against 
3  impact  of  rate  hikes  on  unemployment.  His 
ief  remarks  unleashed  a  torrent  of  debate 
out  the  role  of  central  banks. 
>w  blunt?  Despite  the  unease  stirred  by 
eenspan's  and  Blinder's  moves,  the  central 
nk  won't  return  to  its  obscurantism.  The 
srular  announcement  of  interest-rate  changes 
now  virtually  standard  procedure.  But  there's 

II  vigorous  debate  within  the  policy-making 
deral  Open  Market  Committee  about  how 
ich  further  to  go.  The  Fed  is  announcing 
tes  when  there  is  unanimity,  but  it's  afraid  to  disclose  split 
cisions  for  fear  the  press  will  emphasize  division.  The  fomc 
still  deciding  how  blunt  to  be  in  explaining  policy  moves, 
id  when  rates  went  unchanged  in  July,  the  committee 
mldn't  announce  nonaction.  Dare  it  be  bolder  if  it  does 
thing  at  its  next  meeting  on  Sept.  27? 

The  opponents  of  big  change  at  the  Fed  cite  Blinder's  woes 
evidence.  The  Vice-Chairman's  candor  frightened  traders 
10  view  the  Fed  as  the  bulwark  against  inflation.  An  open- 


mouth  policy,  too,  can  turn  small  points  into  huge  controver- 
sies, since  the  financial  press  is  trained  to  find  hidden  mean- 
ings in  cryptic  Fedspeak.  "More  openness  is  a  good  thing,  but 
you  have  to  be  careful  you  don't  scare  or  surprise,"  says 
Darwin  L.  Beck,  an  economist  at  CS  First  Boston  Corp.  "Blin- 
der got  in  trouble  because  he  is  suspected  of  being  a  closet  in- 
flationist." 

Although  Fed  colleagues  insist  that  Blinder's  comments 
were  innocuous— "The  whole  thing  has  been 
blown  up  way  out  of  proportion,"  says  Governor 
Lawrence  B.  Lindsey— they  concede  the  flap 
reinforces  their  reticence  about  speaking  out. 
Rather  than  be  Blinder-sided,  shrugs  one  Fed 
official,  "My  advice  is  to  just  shut  up."  But 
that  kind  of  old  thinking  is  what  prompted 
outside  critics— from  Congress  to  Wall  Street— 
to  prod  the  Fed  toward  glasnost.  The  Fed  is  re- 
sponding, but  slowly  and  begrudgingly. 

If  anything,  the  Fed  needs  more  prodding, 
such  as  to  release  FOMC  meeting  minutes 
promptly.  The  notes  are  now  released  five 
weeks  later,  but  Wall  Streeters  see  no  reason 
to  withhold  them  beyond  a  week.  "The  more  in- 
formation the  Fed  puts  out  and  the  more  it 
explains  monetary  policy,  the  better,"  says 
Allen  L.  Sinai,  chief  economist  at  Lehman 
Brothers  Global  Economic  Advisers  Inc. 
Fed  officials  still  won't  go  public  in  a  big 
way.  Regular  news  conferences  or  appearances  on  the  evening 
news  shows— or  C-SPAN— are  out  of  the  question  for  now.  Still, 
there's  no  turning  back  from  an  overdue  march  toward  greater 
accountability.  An  unrepentant  Blinder  seems  determined  to 
see  to  it.  "The  Fed  could  do  a  better  job  of  explaining  itself  to 
the  people,"  he  argues.  "It's  their  economy,  not  ours."  Until 
Greenspan  &  Co.  perfect  the  vocabulary  of  openness,  howev- 
er, look  for  more  confusion  in  financial  markets  that  can't 
read  the  new  tea  leaves. 


IPITAL  WRAPUPI 


REGULATION 


A  upert  Murdoch  may  not  be  off  the 
Imhook  quite  yet  with  the  Federal 
Communications  Commission.  Earlier 
his  year,  the  FCC  began  probing  alle- 
;ations  that  Murdoch's  Fox  Broadcast- 
tig  Co.  had  sidestepped  rules  limiting 
oreign  ownership  when  it  acquired 
everal  TV  stations.  At  first,  high-level 
nsiders  suggested  that  the  matter 
rould  be  swept  under  the  rug.  But 
he  FCC  staff  isn't  letting  go;  it's  likely 
o  find  in  October  that  Murdoch  broke 
he  rules  after  all.  That  would  put  the 
ive  commissioners  on  the  spot.  They 
ould  accept  the  finding  and  revoke 
Murdoch's  licenses,  jeopardizing  the 


emerging  Fox  network.  Or  the  politi- 
cally cautious  FCC  could  ignore  the 
staff,  drop  the  matter,  and  watch  Bev- 
erly Hills  90210. 

THE  WHITE  HOUSE  

I  e  may  not  be  a  drawing  card  with 
I  voters,  but  President  Clinton  can 
attract  well-heeled  donors.  That's  why 
he'll  be  crisscrossing  the  country  this 
fall  to  raise  money  for  Democrats 
locked  in  tough  election  battles.  Among 
those  he's  helping:  California  guberna- 
torial candidate  Kathleen  Brown,  New 
York  Governor  Mario  M.  Cuomo,  and 
Senators  Edward  M.  Kennedy  (Mass.), 
Frank  R.  Lautenberg  (N.J.),  and 
Charles  S.  Robb  (Va.) 


LAWYERS 


Trial  lawyers,  who  win  favorable  ver- 
dicts from  Congress  because  of 
hefty  campaign  contributions,  are  ex- 
tending their  reach  to  state  politicians. 
A  new  American  Tort  Reform  Assn. 
study  found  that  from  1990  to  1994, 
the  lawyers  gave  $20  million  to  candi- 
dates in  California,  Texas,  and  Alabama 
alone.  Top  contributors  include  San 
Diego-based  securities  class-action  at- 
torney William  S.  Lerach,  who  gave 
more  than  $800,000  to  state  and  feder- 
al candidates.  The  lawyers,  who  turn 
big  profits  from  suing  corporations,  re- 
peatedly have  blocked  moves  in 
Congress  to  limit  product-liability  laws. 


HINGTON  OUTLOOK 
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"Interactive  video  games. 
So  we  can  cream  my  cousin  Ralph 
in  San  Diego  at  Sonic  the  Hedgehog 


WHAT 

DOES  THE  NEXT 

GENERATION 
WANT  FROM  US, 

ANYHOW? 

Movies  on  demand.  Desktop 
teleconferencing.  Interactive  video 
games  and  home  shopping. 

Not  some  day  Today 

That's  what  local  phone 
companies  across  the  country  are 
starting  to  deliver.  And  at  AT&T 


Broadband  System.  It  lets  phone 
companies  add  on,  not  throw  out. 
So  in  a  few  years,  it  gets  updated. 

Not  outmoded. 

Then  there's  our  5ESS,KI-2000 
Switch,  found  by  a  study  based  on 
FCC  data  to  be  the  most  reliable 
digital  switch  on  the  market. 

Two  years  in  a  row 

Beyond  sheer  technology  there's 
the  subject  of  resources.  Where 
nobody  even  comes  close. 

Only  AT&T  Network  Systems 
provides  local  phone  companies 
with  end-to-end  broadband  solutions. 

From  planning  and  financing  to 
manufacturing  and  installation. 
From  management  consulting  to  the 
engineering  expertise  of  Bell  Labs. 


Millions  of  people  ready  for  new  video  dialtone 
services. 

(Our  total  solutions  let  local  phone  companies  give 
you  what  you  want,  fast.) 


Network  Systems,  we're  proud  to  be 
a  big  part  of  it. 

Why  us?  Because  more  than  any 
other  network  systems  partner, 
we've  got  the  technology  the 
resources  and  the  experience  to 
help  get  new  broadband  services  to 
market.  Fast. 

For  starters,  we've  got  the  world's 
first  evolvable  ATM  (Asynchronous 
Transfer  Mode)  technology:  the 
AT&T  GlobeView™-2000 


All  of  which  helps  phone 
companies  leap  the  formidable 
hurdles  associated  with  broadband 
technology  And  helps  you  get  the 
new  video  dialtone  services  you've 
been  hearing  about. 

So  keep  an  eye  out  for  interactive 
video,  movies  on  demand  and 
multimedia  in  your  neighborhood. 

Thanks  to  your  local  phone 
company  and  AT&T  Network 
Systems,  you  won't  have  to  wait  long. 


AT&T 

Network  Systems 


... 


nternational  Business 


RUSSIAI 


RUSSIA:  'THE  FEARS 
ARE  GONE' 


To  shore  up  stability,  the  U.S.  is  financing  trade  and  investment 


re  sc 


In  the  post-Soviet  era,  the  domina 
noise  at  U.  S. -Russia  summits  hj 
been  the  clink  of  the  beggar's  ci 
brandished  by  forlorn  Moscow  officia 
The  key  policy  question  for  the  U. 
has  been  how  much  aid  to  offer  a  shal 
regime.  But  when  Russian  leader  Bo 
Yeltsin  and  President  Bill  Clinton 
together  in  Washington  on  Sept.  27-2) 
a  different  sound  will  be  heard:  tl 
soft  rustle  of  new  accords  to  promoi 
trade  and  investments  in  a  stabilizi: 
Russia. 

If  all  goes  as  planned,  Clinton  a: 
Yeltsin  will  ink  agreements  to  provi 
more  than  $750  million  in  U.  S.  risk 
surance,  financing,  and  loan  guarante 
for  American-Russian  joint  ventures 
oil,  aviation,  and  telecommunicate 
(table).  More  government-backed  de£  Mb 
will  follow  within  weeks.  The  two  leaf 
ers  will  also  put  their  signatures 
pacts  expanding  access  to  each  othei 
markets.  And  the  Clintonites  are  ma  pi 
ing  sure  Yeltsin  has  plenty  of  opport  f 
nities  to  hobnob  with  America's  corp|fflt\ 
rate  elite. 

The  President  will  still  endorse  efts 
panded  global  financial  assistance 
Russia  and  pledge  to  keep  bilateral  a  |g  su 
flowing,  including  a  possible  resum 
tion  of  grain  credits.  But  the  thrust 
the  summit's  agenda  reflects  the  ne 
priorities.  "We're  shifting  from  an  ai 
oriented  strategy  to  one  that  brinj 
the  private  sector  more  deeply  into  tl  \\i 
picture,"  says  a  senior  Administrate 
official. 

delivering  reform.  To  some  exter 
the  new  approach  is  making  a  virtue 
necessity.  Political  support  for  gene 
ous  dollops  of  Russian  aid  is  fadin 
Congress  cut  $50  million  from  the  A 
ministration's  $900  million  request  i 
fiscal  1995  assistance  to  the  former  S 
viet  republics.  The  revised  total  is 
far  cry  from  the  $2.5  billion  the  U. 
ponied  up  this  year. 

The  new  focus  on  investment  ai 
trade  is  in  keeping  with  broad  Clint* 
foreign  policy  thinking.  In  the  lor 
run.  Administration  officials  say,  su< 
measures  yield  a  bigger  bang  for  Ame 
ican  taxpayer  bucks  than  foreign  ai 
Says  a  White  House  aide:  "We  four 
that  government  [aid]  is  not  the  so 
answer  to  the  problem."  Boosting  i 
vestment  also  creates  jobs  back  horn  i 
That's  because  a  high  percentage 
U.  S.  exports  go  to  overseas  subsidia 
ies  of  American  companies. 

In  Russia's  case,  the  new  emphas 
on  trade  is  well-time 
a  u.s. -Russian     Th    Russian  econon 

JOINT  VENTURE:  ,     ,        .  ,  . 

drilling  for      seems  to  be  righting 
oil  in  Siberia     self  after  much  tu 
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Inflation  was  down  to  a 
jnthly  rate  of  4.6%  in  Au- 
ist,  vs.  29%  a  year  before, 
nosedive  in  industrial  pro- 
iction  may  be  bottoming 
t.  The  incredible  shrinking 
ble  has  hovered  around 
H)0  to  the  dollar  for  sever- 
months.  Economic  reform 
ntinues  apace.  "They've  de- 
ered,  and  the  performance 
s  been  quite  positive,"  a 
p  U.  S.  official  says  of  Yelt- 
1  and  Prime  Minister  Vik- 
r  Chernomyrdin. 
The  brightening  economic 
:ture  enhances  Russia's 
ances  of  reeling  in  billions 
)re  in  multilateral  aid  by 
arend.  Moscow  and  the 
ternational  Monetary  Fund 
ve  launched  negotiations 
$4  billion  in  fresh  loans, 
l  expected  IMF  rule  change 
uld  unlock  as  much  as  $5 
[lion  more  in  credits  for 
issia  over  the  next  two 
ars. 

THE  VANGUARD.  The  good 

anomic  news  is  luring  back 
•eign  investors,  too.  Many 
;re  scared  off  by  the  stun- 
ig  success  of  ultranation- 
sts  in  last  December's  par- 
mentary  elections.  But 
w,  says  Russian  privatiza- 
>n  chief  Anatoli  Chubais, 
*eign  investment  is  pour- 
s' in  at  a  rate  of  $500  mil- 
n  a  month.  The  total  for- 
jn  inflow  for  1994  could  top 
D  billion,  well  above  earlier 
edictions  of  $3  billion. 
U.  S.  institutions  and  cor- 
rations  want  to  be  in  the 
nguard.  At  the  summit,  the  U.  S. 
ferseas  Private  Investment  Corp. 
PIC)  will  announce  that  a  Russia  eq- 
:y  fund  it  partly  underwrites  is  20% 
ersubscribed.  "The  fears  are  gone," 
ys  Sarah  Carey,  a  Washington  attor- 
y  who  heads  Steptoe  &  Johnson's 
actice  in  former  Soviet  states.  Carey 
ys  the  size  of  deals  her  firm  handles 
s  jumped  from  less  than  $1  million  to 
much  as  $1  billion. 
To  prime  the  pump,  Clinton  will  an- 
unce  he  is  earmarking  $77  million  of 
ade  and  investment  aid  for  former 
•viet  republics,  with  Russia  getting 
-out  $50  million  of  that.  While  small, 
e  amount  will  draw  in  many  times 
at  in  U.  S.  private  investment.  That's 
icause  loan  guarantees,  for  example, 
n  be  leveraged  up  to  support  10 
nes  as  much  in  commercial  credits 
at  would  otherwise  be  unavailable. 
'IC,  which  this  year  will  provide  $2.3 
llion  in  political-risk  insurance,  loans, 


WHAT  YELTSIN  MAY  TAKE  HOME 

The  Overseas  Private  Investment  Corp.  is  expected  to  finance 
more  than  $750  million  worth  of  U.S. -Russian  deals,  big 
and  small.  A  few  likely  agreements: 

TEXACO  $400  million  to  support  Texaco's  investment  in  the 
$6  billion-plus  Timan-Pechora  oil  development  project 

PRATT  &  WHITNEY  $250  million  in  insurance  and 
financing  for  a  $300  million  joint  venture  to  design  and 
build  commercial  aircraft  engines 

SFMT  $60  million  loan  guaranty  to  back  the  N.Y.-based 
company's  plans  to  invest  $1  20  million  in  voice  and  data 
communications  across  Russia 

MIDCOM  $23.5  million  for  the  Seattle  company  to  acquire  a 
50%  stake  in  a  Khabarovsk-based  telecom  company  and  ex- 
pand its  phone  network  throughout  Russia's  Far  East 

EAST  WEST  INVEST  Unspecified  amount  of  insurance  to 
support  network  of  Subway  shop  franchises  and 
management  training  centers 

DATA:  OVERSEAS  PRIVATE  INVESTMENT  CORP ,  BUSINESS  WEEK 


and  guarantees  for  Russia,  expects  to 
do  close  to  $3  billion  worth  next  year. 

Within  weeks  of  the  summit,  the 
U.  S.  Export-Import  Bank  expects  to 
approve  financing  for  $500  million 
worth  of  American  exports  to  Russia  on 
top  of  $1  billion  in  sales  it  has  already 
backed  this  year.  The  bulk  will  under- 
write exports  of  pumps,  storage  tanks, 
and  other  equipment  needed  to  mod- 
ernize Russia's  antiquated  oil-and-gas 
sector. 

cold  WAR  relics.  The  President  will 
also  pledge  support  for  Russia's  entry 
into  the  General  Agreement  on  Tariffs 
&  Trade  and  for  legislation  that  will 
expand  Russia's  access  to  U.  S.  mar- 
kets. Congress  balked  at  the  latter  this 
year  after  affected  industries  registered 
complaints.  To  persuade  lawmakers  to 
reconsider,  Clinton  will  press  Yeltsin  to 
lower  tariffs  on  U.  S.  aviation  equip- 
ment, autos,  auto  parts,  and  confec- 
tioner's sugar.  Already,  Boeing  is  set 


to  deliver  two  767s  to  Aero- 
flot,  the  first  such  sale  ever. 
Says  an  Administration  offi- 
cial: "We  have  to  be  able  to 
show  them  that  the  Russians 
are  sensitive  to  our  trade 
complaints." 

Yeltsin,  in  turn,  will  lob- 
by hard  for  a  level  playing 
field  for  trade  and  elimina- 
tion of  cold  war  relics  such 
as  the  Jackson-Vanik  Amend- 
ment, the  1974  legislation 
that  denies  Russia  automatic 
most-favored-nation  trade 
status.  The  Russian  leader 
will  also  press  for  easing  of 
export  curbs  on  high-tech 
products  such  as  optical 
fiber. 

For  example,  U  S  West, 
Deutsche  Bundespost  Tele- 
kom, and  France  Telecom 
are  about  to  proceed  with  a 
$40  billion,  10-year  project  to 
upgrade  Russia's  phone  sys- 
tem. But  because  of  U.  S.  re- 
strictions, a  phone  link  span- 
ning the  country  must  rely 
on  microwave  rather  than  on 
fiber-optic  transmissions. 
That's  because  it's  easier  for 
U.  S.  intelligence  to  monitor 
microwaves,  says  Oleg  G. 
Belov,  president  of  Rostele- 
kom,  the  Russian  partner  in 
the  deal. 

summit  boost.  The  need  to 
beef  up  Russia's  own  export 
controls  will  figure  promi- 
nently in  the  summit's  polit- 
ical and  security  sessions. 
Clinton  will  offer  a  multilat- 
eral package  of  initiatives  to 
safeguard  Russian  plutonium 
and  other  fissile  materials.  The  plan  in- 
volves training  Russian  customs  offi- 
cials and  other  technical  support.  Clin- 
ton will  also  urge  Yeltsin  to  put 
pressure  on  Bosnia's  Serbs  to  accept  a 
negotiated  settlement  of  their  bloody 
civil  war  with  Muslims  in  the  former 
Yugoslavia. 

Clearly,  however,  the  emphasis  will 
be  on  the  upbeat.  Given  the  widespread 
public  opposition  to  a  possible  invasion 
of  Haiti  as  well  as  continuing  doubts 
about  his  grip  on  foreign  policy  general- 
ly, Clinton  badly  needs  the  fillip  that 
U.  S.-Russia  summits  often  provide.  The 
President's  unwavering  backing  of  Yelt- 
sin and  other  Russian  reformers  has 
been  vindicated  so  far.  Stepping  up  sup- 
port for  trade  and  investment  ties  will 
make  this  rare  foreign  policy  victory 
even  sweeter. 

By  Amy  Bonus  in  Washington  and 
Peter  Galuszka  in  Moscow,  ivith  Paula 
Dwyer  in  London 
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BIG  BLUE  WANTS  THE  WORLD 
TO  KNOW  WHO'S  BOSS 


But  wresting  autonomy  from  its  country  fiefdoms  is  no  easy  task 


O 


n  the  crisp,  sunny  morning  of 
Sept.  7,  Lucio  Stanca,  the  new 
chief  of  IBM  Europe,  greeted  his 
top  100  managers  in  the  basement  of 
the  company's  Paris  headquarters.  The 
52-year-old  Italian  promised  to  give  all 
his  "energy  and  passion"  to  speeding 
change.  Between  the  lines,  the  message 
was  clear:  Anyone  who  lags  behind  just 
might  be  left  there. 

Following  the  abrupt  departure  of  IBM 
Europe  chief  Hans-Olaf  Henkel,  Stanca 
and  his  top  executives  at  the  Paris  oper- 
ation are  now  racing  to  implement  Chief 
Executive  Louis  V.  Gerstner  Jr.'s  vision 
of  a  more  nimble  global  company.  Dead- 
lines to  create  a  new  management  or- 
ganization are  being  pushed  forward  and 
efforts  to  think  global  redoubled. 
Henkel's  departure  "is  a  signal  to  every- 
one and  especially  his  successor,"  says 
Martin  Oertel,  computer  systems  and 
client-server  industry  analyst  at  market 
researcher  Dataquest  in  Britain. 

Insiders  say  Henkel  fell  out  with 
Gerstner  over  his  reorganization  efforts, 
which  are  designed  to  shift  power  from 
country  managers  to  the  heads  of  14 
new  industry  sectors.  Impatient  for 
change,  Gerstner  has  bet  his  credibility 
on  IBM's  swift  turnaround.  "He  has  no 
consideration  for  anyone  who  is  not 
100%  on  his  side,"  says  Oertel. 
"NOT  motivating."  But  the  rush  to 
change  is  creating  friction  at  the  top 
levels  of  the  computer  giant.  By  adopt- 
ing a  shock-therapy  approach  to  IBM  Eu- 
rope's transformation  from  a  checker- 
board of  competing  fiefdoms  to  a  more 
streamlined,  global  organization,  Gerst- 
ner may  be  risking  major  internal  dislo- 
cation. Country  managers  have 
been  bypassed  for  new  pan- 
European  posts.  Top  managers 
who  once  formulated  strategy 
now  find  themselves  playing  the 
role  of  local  IBM  "ambassador"— 
coddling  clients,  tending  to  small 
businesses,  and  preening  IBM's 
image.  The  new  setup  has  "enor- 
mously reduced  the  role  of 
someone  managing  a  country  or 
a  region,"  says  a  former  senior 
executive  at  IBM  Europe  who 
left  the  company  recently.  "It's 
not  motivating  at  all." 

Stanca's  first  job  will  be  to 
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assuage  wounded  egos  and  get  IBM's 
troops  marching  together.  "The  biggest 
challenge  is  getting  everyone  sorted  out 
and  creating  a  new  mind-set,"  says 
Robert  Dies,  an  executive  vice-president 
at  IBM  Europe. 

No  doubt  IBM  needs  a  streamlined  glo- 
bal structure.  But  analysts  warn  that 


WHERE  THE  GROWTH  IS 


IBM  revenues                      1st  quarter 

2nd  quarter 

Billions 

Year  to  yeor 
percent  change 

Billions 

Year  to  year 
percent  change 

U.S.*  $5.3 

6% 

$5.9 

0% 

CANADA  0.5 

-2 

06 

13 

EUROPE/MIDDLE 
EAST/AFRICA  4.7 

3 

5.5 

0 

ASIA  PACIFIC  2.3 

13 

2.8 

14 

LATIN  AMERICA     0  6 

14 

0.6 

0 

TOTAL  $13.4 

6% 

$15.4 

3% 

'Adjusted  for  sale  of  federal  Systems  Division 

DATA:  COMPANY  REPORTS 

changing  too  much  at  once  could  bacl< 
fire,  at  least  short-term.  Rivals  hav 
changed  more  gradually  and  avoide 
management  tumult.  Hewlett-Packar 
Co.,  for  example,  gave  country  manager 
dual  roles  instead  of  demoting  then 
"When  you  talk  about  human  nature 
discontinuities  are  not  good,"  says  Brun 
Didier,  marketing  vice-president  fc 
Compaq  Computer  Corp.  in  Europe. 
teamwork.  There's  no  way  IBM  ca 
avoid  a  serious  shakeup,  though.  Th 
old  model  of  doing  business— local  opei 
ations  complete  with  a  chairman  an 
board,  financial  staff,  sales  force,  a  fu 
complement  of  technical  experts,  an 
unquestionable  say  over  all  aspects  c 
the  company— is  passe.  Now  a  debilitai 
ed  Big  Blue,  struggling  to  control  cost 
and  cater  to  a  global  clientele,  needs  t 
serve  its  markets  across  industry  group 
and  regions.  That  means  breaking  dow 
its  once  sacrosanct  national  boundaries 
It  also  means  shifting  clout  from  com 
try  managers  to  the  centralized  group 
of  experts,  each  focused  on  a  key  r< 
gion  of  the  world.  Dies  says  70%  to  80' 
of  IBM  Europe's  business  will  be  har 
died  by  new  industry  sector  teams.  Th 
teams  are  expected  to  be  named  withi 
the  next  six  weeks  and  may  be  operal 
ing  before  the  Jan.  1  target.  "We'r 
making  progress  faster  than  anticipated 
says  Dies.  "IBM  is  lighter  on  its  fee 
than  most  people  give  it  credit  for." 

The  main  goal  of  the  remake  is  t 
globalize  control  over  product  develop 
ment,  sales,  and  marketing.  Before 
multinationals  found  it  impossible  to  d 
business  with  D3M  as  a  single  entity.  Nov 
a  single  contract  could  cover  the  work 
"Getting  a  global  buying  arrangement  re 
mains  one  of  the  hardest  problems,"  say 
William  R.  Hoover,  chairman  of  Compul 
er  Sciences  Corp.,  an  IBM  customer. 

One  reason  for  Gerstner's  sense  of  ui 
gency  is  to  improve  IBM's  overseas  pei 
formance.  Last  year,  European  revenue 
fell  12.8%,  to  $21.85  billion.  Europ 
showed  a  profit  on  operations  of  $71 
million  but  posted  a  net  loss  of  $1.7  bi 
lion  as  a  result  of  charge 
for  restructuring.  In  Japar 
IBM  lost  $240  million  o 
sales  of  $12.6  billion.  So  fa| 
this  year,  both  regions  ar 
up  (chart),  but  efforts  to  cu| 
expenses  abroad  lag  thos 
in  the  U.  S.  Gerstner's  ne\l 
team  in  Europe  says  he  haj 
left  the  execution  up  tl 
them.  They'll  need  Stanca' 
passion— and  more— to  mak 
it  work. 

By  Ira  Soger  in  New  Yor 
and  Gail  Ednumdson  in  Pa>, 
is,  with  bureau  reports 
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communication  masterpieces 


PERFORMANCE  ARTIST 


Ricoh  transforms  color  copying  into  an  art  form. 

Introducing  the  world's  most  efficiently  designed 
digital  color  copier -the  RICOH  NC5006.  Its  palette 
of  capabilities  will  astound 
you.  Like  the  world's 
fastest  first  copy -15 
seconds.  The  world's 

1-80 


Free 
Video 


smallest  toner  particles  -  for  the  highest  quality  color 
copies.  And  the  world's  first  Display  Editor  -  for 
unmatched  editing  creativity.  The  NC5006  is  truly  a 
masterpiece  of  technology. 

For  a  private  showing, 
call  1-800-63-RICOH  and 
we'll  send  you  a  free  video.  usAm****** 
6  3  -  R  I  C  0  H 


THE   NAME   TO  KNOW 


kicoh 


Official  Copier  and  Fax 
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EDITED  BY  STANLEY  REEl 


WHY  THE  QUEBEC  VOTE 

WAS  PRELUDE,  HOT  PROLOGUE 


Supporters  of  Canadian  unity  are  almost  euphoric  fol- 
lowing the  unexpectedly  narrow  victory  of  the  national- 
ist Parti  Quebecois  in  Quebec's  Sept.  12  elections.  While 
the  PQ  captured  77  of  the  125  seats  in  the  Quebec  National  As- 
sembly, it  finished  in  a  virtual  dead  heat  with  the  ruling  Lib- 
eral Party  in  the  popular  vote.  The  outcome  boosted  the  Cana- 
dian dollar  to  a  six-month  high.  And  it  led  Prime  Minister 
Jean  Chretien  to  confidently  predict  that  "Canada  is  here  to 
stay,"  despite  the  pq's  vow  to  make  Quebec  independent. 

But  much  of  the  positive  spin  may  simply  be  wishful  think- 
ing. Canada  may  be  in  for  the  most  brutal  trial  in  its  127-year 
history  as  PQ  leader  Jacques  Parizeau  follows  through  on  his 
pledge  to  once  again  put  Quebec  inde- 
pendence up  to  a  popular  referendum. 
The  debate  will  spill  over  into  Eng- 
lish Canada,  get  very  nasty,  and  leave 
permanent  scars— even  if  the  referen- 
dum is  defeated. 

Voting  it  down  is  far  from  a  sure 
thing.  While  polls  show  that  only  40% 
of  Quebeckers  back  independence,  the 
referendum  battle  is  just  beginning, 
and  the  PQ  has  never  been  in  a  strong- 
er position.  While  the  PQ  has  been 
elected  twice  before,  never  has  it  been 
so  dominated  by  hard-line  separatists. 
widening  polarization.  Despite  the 
close  popular  vote,  the  separatists  will  command  a  30-seat  ma- 
jority in  the  National  Assembly,  giving  them  enormous  power 
to  make  the  case  for  sovereignty.  At  the  same  time,  the  PQ's 
federal  wing,  the  Bloc  Quebecois,  will  be  advancing  the  separ- 
atist cause  on  the  national  stage  in  Ottawa.  With  all  this,  "I 
don't  think  there's  any  question  they  have  a  chance  to  win  the 
referendum,"  worries  Michael  Walker,  president  of  the  Vancou- 
ver-based Fraser  Institute— a  think  tank. 

In  contrast,  the  federalists  are  in  a  far  weaker  position 
than  in  1980,  when  the  first  referendum  on  Quebec  indepen- 


dence was  defeated.  In  1980,  English  Canadians  set  up  commill 
tees  to  tell  Quebeckers  how  much  they  were  loved,  and  their 
Prime  Minister  Pierre  Trudeau  made  big  compromises  tl 
meet  Quebec's  demands  for  more  autonomy.  That  was  critics 
to  turning  the  tide  against  the  referendum.  But  today,  witl 
Quebec  and  English  Canada  far  more  polarized,  Chretiej 
can't  offer  such  concessions. 
blunt  words.  That's  because  over  the  past  four  years,  Eng 
lish  Canada  has  rejected  two  efforts  to  revise  the  CanadiaJ 
Constitution  to  meet  Quebec's  demands.  This  time,  as  Britisl 
Columbia  Premier  Michael  Harcourt  said  recently,  EnglisJ 
Canada  will  be  telling  Quebec:  "You're  in  or  you're  out.' 

In  this  environment,  the  PQ  leaded 
ship  "will  do  what  they  can  to  offenj 
English  Canadians,"  predicts  pollste 
Angus  Reid.  They  are  already  threat| 
ening  to  boycott  Chretien's  effort 
overhaul  Canada's  social-welfare  pre 
grams,  a  quest  as  important  to  hir 
as  health-care  reform  is  to  Presider 
Clinton.  But  if  the  Quebeckers  g€ 
tough,  English-speaking  politicians  mal 
retaliate  by  calling  for  a  drastic  cu 
in  the  size  of  an  eventually  indeper 
dent  Quebec. 

The  battle  looming  is  nightmarisj 
for  business  leaders,  who  fear  ths 
uncertainty  will  poison  their  operating  environment.  That'l 
why  the  Conseil  du  Patronat,  an  association  of  Quebec] 
major  employers,  is  already  urging  the  PQ  to  get  the  referer 
dum  out  of  the  way  within  the  next  8  to  10  months.  Givej 
the  close  Sept.  12  election  returns,  however,  the  PQ  is  no\[ 
far  more  likely  to  delay  the  referendum  until  late  1995, 
ing  the  party  more  time  to  campaign.  Even  if  it  goes  dov 
to  defeat,  Quebec  and  all  of  Canada  are  in  for  a  rough  rid| 
until  then. 

By  William  C.  Symonds  in  ToronA 
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KOHL  CAN'T  BREATHE  EASIER 

Helmut  Kohl's  strong  recovery  in 
the  polls  puts  him  close  to  win- 
ning a  fourth  term  as  German  Chancel- 
lor in  Oct.  16  federal  elections.  But 
he's  not  a  shoo-in.  The  chronic  weak- 
ness of  his  coalition  partner,  the  Free 
Democratic  Party  (FDP),  could  still  sab- 
otage his  bid. 

In  i  latest  electoral  setback,  the 
FDP  was  ousted  from  the  east  German 
state  parliaments  of  Saxony  and  Bran- 
denburg in  Sept.  11  contests,  gaining 
only  about  2%  of  the  votes.  If  the  FDP 
doesn't  make  the  5%  cutoff  for  Bundes- 
tag representation,  Kohl  might  well 
fall  short  of  a  majority.  If  so,  he  might 


be  forced  into  a  coalition  with  the  op- 
position Social  Democrats— an  outcome 
he  has  said  he  would  not  accept. 

AN  UNTIMELY  EXIT  FROM  JAPAN 

The  Cleveland-based  design  and  en- 
gineering company  Austin  Co.  has 
closed  its  Tokyo  office,  possibly  hurt- 
ing the  U.  S.  effort  to  pry  open  the 
protected  Japanese  construction  mar- 
ket. Austin,  one  of  the  pioneers  in  Ja- 
pan, says  that  it  is  responding  to  a 
poor  business  climate  for  American 
companies  but  will  continue  to  pursue 
Japanese  projects.  Still,  the  move 
could  strengthen  the  Japanese  gov- 
ernment's argument  that  U.  S.  compa- 
nies lack  commitment. 


WILL  VIETNAM  STOP  THE  BUCK? 


The  Vietnamese  government  is  about 
to  launch  what  could  be  a  futile 
war  against  the  dollar.  As  of  Oct.  1, 
Vietnamese  businesses  will  be  required 
to  convert  the  majority  of  their  for- 
eign-exchange earnings  into  the  local 
currency,  the  dong.  It  will  be  hard  to 
make  the  order  stick.  The  dollar  is 
now  demanded  by  the  gamut  of  busi- 
nesses ranging  from  government-spon- 
sored enterprises  to  street  peddlers. 
There  is  little  confidence  in  the  tradi- 
tionally unstable  dong.  Also,  at  10,900 
dong  per  dollar,  people  have  to  lug 
around  huge  bundles  of  cash  to  com 
plete  transactions. 
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Introducing  the  all-new  1995  Riviera.  ( 


The  Concept. 

Create  an  innovative  concept 
car,  like  the  ones  built  for  auto 
shows.  Make  it  supercharged. 
Make  it  strong.  Make  it  sleek, 
safe,  comfortable,  yet  luxurious. 
And  make  it  available. 

Build  a  concept  car  that  people 
can  actually  drive. 


The  Car. 


To  make  it  happen,  we 
gave  the  all-new  Riviera  an  all- 
new  look.  Elliptical.  Sensuous. 
Muscular.  We  gave  it  a  3800 
supercharged  V6*  —  with  the 
power  of  a  V8.  An  all-new  body 
structure.  Stronger.  Bolder. 
World-class.  To  virtually 


eliminate  flex  and  noise  while 
improving  handling.  And  all-new 
orthopedically  designed  seats  — 
engineered  to  fit  almost  everyone. 

We  gave  it  the  best  that  Buick 
has  to  give.  The  all-new  Riviera 
by  Buick.  It's  available  now. 
What  a  concept. 


Riviera  by  Buick 


Riviera  by  Buick 


For  information  about  the  all-new  1995  Riviera, 
complete  and  mail  this  postage-paid  card 
or  call  1-800-4-RIVIERA. 

Item(s)  desired: 

□  40-page  Riviera  Catalog 

□  Riviera  Video  and  40-page  Catalog 

Please  help  us  to  better  understand  your 
automotive  needs  by  completing  the  following: 

Which  vehicle  are  you  planning  to  replace? 

MAKE  MODEL  year 

Which  vehicle  are  you  considering  for  your  next 
purchase? 

MAKE  MODEL 

When  do  you  plan  to  purchase  your  next  vehicle? 

□  Within  1  month  □  1-3  months    □  3-6  months 

□  6-9  months        □  9-12  months  □  Over  1  year 

Are  you  interested  in  leasing?  □  Yes    □  No 

If  you  currently  own  a  Buick,  from  what  dealer 
did  you  purchase  it? 

I IEALERSHIP 

Would  you  like  to  continue  to  work  with  this 
dealership?  □  Yes    □  No 


TELEPHONE  ( 


E  STRUCTURE. 

Riviera  sets  a  new  standard  for 

structural  integrity  unsurpassed 
by  any  other  luxury  coupe. 
Engineered  to  be 

stronger.  Quieter.  Wit! 
a  passenger  security 
cage  strengthened  by  a 
tunnel  of  high-gauge  steel. 


Whataconce 


THE  ENGINE. 

Riviera's  3800  supercharged  225-horsepower  V6 
has  as  much  power  as  many  V8s,  with  excelleni 
torque  and  quick  acceleration. 


THE  SEAT. 

Over  100,000  miles  of  on-the-road 
research  led  to  Riviera's  advanced  new 
seating.  With  optional  lumbar  support 
that  electromechanically  adjusts  to 
body  contours,  and  layers  of  foam 
placed  to  eliminate  pressure  points  — 
Riviera's  seats  fit  virtually  every  body. 


'Available  equipment.  ©1994  CM  Corp.  All  rights  reserved. 
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IOW  BUSINESS  IS  LINKING 
IANDS  IN  THE  INNER  CITIES 


amwork  with  local  groups  is  helping  make  philanthropy  work 


tanks  and  inner  cities  have  had  a 
history  of  troubled  relations,  and 
Huntington  Bancshares  Inc.,  based 
Columbus,  Ohio,  was  no  exception, 
der  pressure  to  increase  its  minority 
ns,  Huntington  tried  advertising  to 
>r  neighborhoods.  But  the  campaign, 
rs  Donald  Walters,  senior  vice-presi- 
it  for  community  services,  "wasn't 
rking."  Local  blacks  such  as  Phillip 
uglas  say  the  bank  was  insensitive  to 
:ir  needs.  Walters,  on  the  other  hand, 
rs  the  communities  "didn't  trust"  his 
ik  or  any  other  institution. 
Then,  Paul  R.  Taylor  entered  the  pic- 
■e.  In  1991,  the  Columbus  community 
/elopment  consultant  with  longstanding 
3  to  the  bank  proposed  a  smart  strate- 
:  get  the  minorities  and  bank  together 
■ough  a  partner  they  both  respected— 
;  churches.  Through  Taylor's  firm,  P.  T. 
Associates,  Huntington  tailored  a  pack- 


age of  services  for  inner-city  residents 
and  used  its  marketing  budget  to  make  a 
set  donation  to  the  churches  for  every 
customer  they  signed  up.  The  bank  has 
booked  $44  million  in  mortgages— at  mar- 
ket rates— and  some  of  the  165  participat- 
ing churches  are  earning  up  to  $1,000  a 
month.  Taylor  is  replicating  the  program 
in  seven  other  states.  "Everybody  knew 
it  was  a  win-win  process  with  the  church 
involved,"  says  Douglas.  "The  church 
eased  people's  fears  and  skepticism." 
moving  ON.  By  joining  with  the  church 
to  gain  a  foothold  in  the  inner  city,  Hunt- 
ington is  part  of  a  growing  trend.  Not 
long  ago,  most  companies  avoided  doing 
business  in  inner  cities  or  getting  mired 
in  their  problems  through  corporate  phi- 
lanthropy programs.  Those  that  got  in- 
volved often  walked  away  frustrated,  ei- 
ther because  they  tackled  isolated  issues 
or  ignored  the  residents'  most  pressing 


needs.  "Their  attitudes  were,  'This 
is  too  overwhelming,  we'll  just  move 
out,'"  says  Charles  R.  Stephens  of 
the  Center  on  Philanthropy. 

Haunted  by  memories  of  the  Los 
Angeles  riots  and  never  more  aware 
JM  of  Mich  entrenched  urban  problems 
as  crime  and  illiteracy,  companies 
are  turning  to  the  cities.  Unlike  in 
past  efforts,  Corporate  America  isn't 
trying  to  impose  its  own  solutions. 
From  General  Mills  Inc.  to  Lincoln 
National  Corp.,  companies  are  help- 
ing to  rebuild  entire  neighbor- 
hoods—and they  are  doing  so  in 
partnership  with  the  communities. 

Good  public  relations  is  only  one 
factor  driving  such  efforts.  Compa- 
nies such  as  Pathmark  Stores  Inc. 
and  J.  P.  Morgan  &  Co.'s  community 
development  arm  are  targeting  in- 
ner cities  as  profit  centers  and  re- 
building communities  at  the  same 
time.  Others  such  as  Textron  Inc.  and 
the  St.  Paul  Cos.  are  refocusing  their 
philanthropic  goals,  funding  or  teaming 
up  with  local  groups  to  take  on  many 
problems  simultaneously.  "There's  more 
going  on,"  says  Paul  S.  Grogan,  presi- 
dent of  the  Local  Initiatives  Support 
Corp.  (LISC),  which  funnels  private  funds 
to  communities.  "And  more  companies 
are  participating  in  more  than  one  way." 

The  surge  of  corporate-community 
partnerships  is  gaining  notice.  The  Com- 
mittee for  Economic  Development  (CED) 
has  been  studying  some  of  the  most 
promising  projects,  such  as  the  develop- 
ment of  a  shopping  center  anchored  by  a 
Pathmark  supermarket  in  Newark,  N.  J., 
through  a  joint  venture  between  Path- 
mark  and  nonprofit  New  Community 
Corp.  The  CED  is  readying  a  report  urg- 
ing business  leaders  to  make  the  reversal 
of  urban  decay  a  top  priority  in  partner- 
ship with  residents  or  through  LISC  and 
similar  intermediaries.  "The  only  funda- 
mental, lasting  solution  to  inner-city  prob- 
lems has  to  be  built  on  the  residents," 
says  William  S.  Edgerly,  a  former  bank 
CEO  who  chairs  the  CED  task  force  on  in- 
ner cities. 

The  Conference  Board,  meantime,  in  a 
coming  report  reviewed  by  BUSINESS 
week,  assesses  the  risks  in  a  variety  of 
community  partnerships  as  a  guide  for 
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Hallmark,  General  Mills,  and  oth- 
er companies  are  seeking  to  re- 
vive neighborhoods,  fix  schools, 
and  curb  violence. 
Risks:  Even  with  long-term  com- 
mitment, odds  for  success  are  iffy. 


PARTNERSHIPS  WITH 
COMMUNITY  GROUPS 


With  the  help  of  these  groups, 
Pathmark  Stores  and  others  are 
entering  inner-city  markets  and 
rebuilding  neighborhoods. 

Risks:  A  lack  of  mutual  trust  and 
openness  will  doom  projects. 


COMMUNITY 
INTERMEDIARIES 


Companies  are  investing  in  cities 
through  entities  such  as  the  Local 
Initiatives  Support  Corp.  that  fun- 
nel private  funds  to  communities. 

Risks:  The  intermediaries  will  add 
bureaucracy,  not  build  bridges. 
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Keynote  speakers  include: 


John  F.  Welch 

Chairman  itud  Chief 
Executive  Officer, 
General  Electric 


The  1994  Business  Week  Symposium  of  Chief  Executives 
and  Business  Week's  65th  Anniversary  Celebration 

The  Spirit  of  Enterprise:  Reviving  Entreprenenrship  in  Large  Corporations 

Date:  September  26 -27,  1994 

Place:  The  Willard  Hotel,  Washington,  D.C. 


General  Colin  Powell 

Chairman,  I LS.  Joint 
Chiefs  of  Stuff 
(1989-1993) 

In  association  with: 


Wharton  Executive 
e  d  li  cation 

With  the  support  of: 

Cadillac  Motor  Car 
Division 

Compaq  Computer 
Corporation 

National  Center 
for  Family  Literacy 

North  American 
Loci s t i c s  Assoc  i  a t i o n 

SAS  Institute  Inc. 

Symmetrix,  Inc. 

UNISYS 


Executive 
programs 


The  future  of  American 
BUSINESS  is  taking  shape.  To  win, 
American  firms  need  to  adopt  an  entre- 
preneurial spirit  today  in  order  to  com- 
pete successfully  tomorrow.  But,  how 
can  corporate  giants  be  encouraged  to 
become  more  innovative,  faster  and  more 
enterprising?  What  are  the  issues?  Who 
is  winning?  And  where  are  the  rewards? 

At  this  critical  time,  Business  Week  is 
pleased  to  provide  American  Chief 
Executives  and  corporate  sponsors  the 
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opportunity  to  meet  and  discuss  their 
strategies  for  success. 

A  limited  number  of  additional 
corporate  sponsorships  are  available. 
For  sponsorship  information,  please 
call  William  H.  DeGraff,  Director 
of  Sales,  Strategic  Programs. 
212-512-6012 

Business  Week  Executive  Programs. 
A  company  capability. 
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Beyond  news.  Intelligence. 


"Investment  opportunities  are  not 
limited  by  borders  or  time  zones/' 


Founder's  Investment  Principle' 


Templeton  Worldwide 

Vorld  changes  often  bring  new  investment  opportunities, 
empleton  Worldwide  seeks  to  make  the  most  of  these  changes  with 
diverse  group  of  international  equity  mutual  funds. 

oday  the  U.S.  represents  only  34%  of  the  world's  total  stock  mar- 
et  capitalization.*  And,  when  you 
onsider  that  the  U.S.  stock  market 
anked  only  13th  among  the 
/orld's  top  18  equity  markets  over 
he  past  ten  years,  it's  clear  there 
re  opportunities  overseas.^ 

)ne  thing  is  certain,  Templeton 
aternational  equity  funds  provide 
irofessional  management  and  a 
lear  goal  of  long-term  perfor- 
nance. 


[o  learn  more  about  a  specific 
fempleton  fund,  call  your  mvest- 
nent  representative  or  Templeton 
oday. 


Sir  John  Templeton,  who  currently  serves  as  Chairman 
r  the  fund's  Board,  is  not  involved  in  investment  deci- 
ons,  which  are  made  by  the  fund's  investment  manager. 
Source:  Morgan  Stanley  Capital  International  and 
iternational  Finance  Corp.,  1994. 
fSource:  Morgan  Stanley  Capital  International.  Rankings 
re  based  on  total  return  for  the  10-year  period  ended 
2/31/93,  assume  reinvestment  of  dividends,  and  are 
ised  on  return  in  U.S.  dollars. 

und  share  prices  and  returns  will  fluctuate  with  market  con- 
itions,  currencies,  and  the  economic  and  political  climates 
/here  investments  are  made. 

'rincipal  Underwriter:  Franklin  /  Templeton 
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A  Member  of  the  $114  Billion  Franklin /Templeton  Croup 


companies  contemplating  such  projects 
(table,  page  81).  The  report  concludes 
that  companies,  while  they  can't  replace 
government  or  community  groups,  have 
found  they  can  bring  "special  capacities  to 
a  partnership."  But  it  warns  that  com- 
munity building  requires  a  long-term  com- 
mitment of  a  decade,  and  even  then, 
chances  for  success  are  iffy.  What's  more, 
the  projects  tend  to  be  high  profile  and  to 
become  entangled  in  political  brawls. 
lots  of  praise.  The  Atlanta  Project  is  a 
prime  example.  Launched  as  a  private 
community  development  umbrella  agency 
by  former  President  Jimmy  Carter  in 
1992,  the  Conference  Board  calls  it  "one  of 
the  most  ambitious  community  projects 
ever  taken  on  by  the  corporate  sector." 
The  Atlanta  Project  divides  the  city  into 
20  "clusters."  Each  cluster  has  a  corporate 
partner  that  agreed  to  commit  an  execu- 
tive for  five  years,  plus  donate  funds  and 
services.  Companies  signing  on  include 
Equifax,  Coca-Cola,  and  Sprint.  Some  $32 
million  in  cash  and  kind  has  been  con- 
tributed to  the  project,  but  it  isn't  a  relief 
agency:  Its  key  role  is  to  help  commu- 
nities solve  their  own  problems  in  six 
main  areas:  community  development,  ec- 
onomic development,  housing,  education, 
health,  and  public  safety. 

The  program  has  won  plaudits  nation- 
wide, but  all  has  not  gone  smoothly. 
"We've  had  tremendous  problems  and 
frictions,"  says  Daniel  E.  Sweat,  program 
director.  In  one  cluster  on  the  city's 
rough  east  side,  political  turmoil  over 
how  to  diwy  funds  has  left  sponsor  At- 
lanta Gas  Light  Co.  trying  to  referee 
among  warring  factions.  "If  there's  more 
than  one  group  vying  for  power,  it's  very 
difficult  for  them  to  develop  a  plan  for 
their  community,"  Sweat  says. 

Other  partnerships  have  been  more 
harmonious.  San  Antonio's  United  Servic- 
es Automobile  Assn.,  an  insurance  and  fi- 
nancial services  company,  conducts  its  phil- 
anthropic activities  in  inner  cities  mostly 
through  community-based  non-profits.  US- 
AA's  banking  unit,  for  example,  is  the 
main  corporate  fonder  of  the  Neighbor- 
hood Housing  Services  of  San  Antonio 
Inc.,  an  affordable-housing  group.  A  USAA 
assistant  vice-president  is  chairman  of  the 
NHS  and  sits  on  some  committees.  Still, 
the  NHS  and  the  communities  set  the  agen- 
da. "This  is  a  true  joint  venture,  but  the 
residents  let  us  know  what  they  need," 
says  the  NHS's  Greg  Frazer.  "They  are 
the  experts  in  their  neighborhoods."  If 
companies  keep  that  in  mind,  and  if  they're 
willing  to  make  the  commitment,  the  fu- 
ture of  corporate-community  partnerships 
is  bright. 

By  Michele  Galen  in  New  York,  with 
David  Greising  in  Atlanta  and  Stephanie 
Anderson  Forest  in  Dallas 
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BIOTECH 


Those  were  the  days  my  friend. 

We  thought  they'd  never  end. 

We'd  clone  a  gene  and  form  a  company. 

We'd  raise  some  venture  cash. 

And  do  our  IPO  in  a  flash. 

'Cause  selling  dreams 

Requires  no  p-e. 


B 


iotech  investment  pro  Richard 
Beleson  of  Capital  Research 
Co.  has  entertained  industry 
executives  for  years  with  his 
satirical  songs.  And  this  chorus  from  his 
recent  Biotech  Bear  Market  Ballad  is  par- 
ticularly apt:  Nearly  20  years  into  the 
gene-splicing  revolution,  the  industry 
has  ballooned  to  well  over  1,000  public 
or  private  companies  that  have  raised 
about  $20  billion.  Yet  no  one  has  cured 
cancer  or  produced  a  bioengineered  mir- 
acle of  loaves  and  fishes  for  a  hungry 
Third  World. 

The  industry  is  still  peddling  dreams, 
and  it  did  raise  $4.7  billion  in  public  and 
private  capital  in  the  12  months  ended 
last  June.  But  investors  are  getting 
leery,  and  the  money  flow  is  drying  up. 
Except  for  a  handful  of  top-tier  compa- 
nies with  proven  products,  biotech 
stocks  have  plunged:  The  Amex  Biotech 
Index  is  off  more  than  50%  from  its  ze- 
nith in  1992.  Ernst  &  Young  estimates 
that  only  50%  of  all  biotech  hopefuls 
have  enough  money  to  last  24  months, 
and  most  of  those  are  still  years  from 
having  a  product.  After  a  giddy  run  in 
the  early  '90s,  "the  market  is  disillu- 
sioned" with  biotech,  declares  Karen 
Firestone,  who  manages  Fidelity  In- 
vestments' $500  million  Select  Biotech- 
nology Fund.  From  Wall  Street's  per- 
spective, "the  technology  hasn't  worked, 
and  the  likelihood  of  success  is  lower." 

After  a  decade  as  the  highest-flying  of 
America's  high-tech  industries,  biotech 
faces  a  reckoning— and  it's  going  to  be 
ugly.  The  billions  in  investment  have 
created  an  industry  choked  with  copycat, 
capital-hungry  companies  lacking  the 
critical  mass  of  technology  to  survive. 
The  vision  that  industry  backers  had  of 


THE  SAGGING 
FORTUNES  OF  BIOTECH 
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path  to  riches  no  longer  holds  sway: 
(technology,  while  immensely  valu- 
e,  is  not  the  shortcut  to  success  in 
i  drug  game  its  advocates  once 
light  it  would  be. 

instead,  the  industry  has  been  ham- 
ung  by  uneven  management,  driven 
greed  to  lure  new  investment  and 
n  companies  that  have  little  prospect 
succeeding,  and  wracked  by  product 
ures.  Even  if  the  market  warms  up 
in,  consolidation  is  inevitable.  "Seven- 
percent  of  these  companies  need  to  go 
of  business,"  argues  Lisa  B.  Tucker- 


ABOUT  HALF  OF  THE 
COMPANIES  HAVE  ONLY 
ENOUGH  MONEY  TO  LAST 
TWO  YEARS 


man,  who  from  her  Montana  base  analyz- 
es biotech  for  the  New  York  investment 
management  fund  at  Spears,  Benzak, 
Salomon  &  Farrell.  More  and  more  exec- 
utives in  an  industry  renowned  for  its 
optimism  agree.  The  best  of  the  tech- 
nology will  survive,  but  primarily  inside 


large  drugmakers,  not  in  an  independent 
industry.  "Nobody's  going  to  make  it 
alone,"  contends  Genentech  Chief  Execu- 
tive G.  Kirk  Raab,  who  came  to  that  re- 
alization in  1990,  when  he  sold  60%  of  his 
company  to  Roche  Holdings  Ltd. 

Such  talk  was  heresy  just  three  years 
ago,  when  investors  were  enthralled 
with  biotech.  They  showered  the  indus- 
try with  $8  billion  in  public  and  private 
capital  from  1991  to  1992.  Aided  by  low 
returns  from  rival  investments,  by  Am- 
gen  Inc.'s  roaring  success,  and  by  a 
wealth  of  new  technologies,  the  stock 
of  almost  any  company  with  "gen,"  "cell," 
or  "immune"  in  its  name  went  one  way: 
up.  Venture  capitalists,  flush  from  al- 
most 90  initial  public  offerings  in  those 
years,  pumped  out  still  more  startups. 

Yet  investors  were  sowing  the  seeds 
of  a  future  crisis.  Biotech  companies  gen- 
erally need  7  to  10  years  and  $100  mil- 
lion to  $150  million  to  bring  a  new  drug 
to  market.  During  the  1991  bio-bull  run, 
most  newly  public  companies— plus  older 
ones  teetering  on  the  brink— raised 
about  three  years'  worth  of  money.  Bar- 
ring spectacular  progress,  chances  were 
slim  to  none  that  the  market  would 
pony  up  as  much  or  more  money  when 
that  grubstake  ran  out.  After  all,  to  sup- 
port even  50  companies  with  50  products 
from  lab  to  market  would  require  at 
least  $5  billion  in  total  capital.  And  in- 
stead of  great  advances,  in  recent 
months  the  industry  has  produced  high- 
profile  product  failures  (chart). 
notable  successes.  Momentarily,  at 
least,  those  gaffes  have  obscured 
biotech's  stunning  contributions.  When 
venture  capitalist  Brook  H.  Byers  of 
Kleiner  Perkins  Caufield  &  Byers 
(kpc&b)  says  that  biotech  has  been  "for 
human  biology  what  the  Italian  Renais- 
sance was  for  art,"  he  isn't  indulging  in 
hyperbole.  The  technology  has  brought  a 
vast  array  of  techniques  and  tools  to 
drug  development  and  medical  research. 
Today,  "every  pharmaceutical  company  is 
heavily  involved  in  biotechnology,"  says 
Stephen  K.  Carter,  senior  vice-president 
for  worldwide  affairs  at  Bristol-Myers 
Squibb  Co.  And  even  when  the  final 
product  is  a  traditional,  chemical  drug, 
increasingly,  biotech  will  have  played  a 
role  in  testing  the  agent  or  providing 
insight  into  the  disease  it  aims  to  fight. 

As  for  products,  biotech's  list  is  short 
but  impressive:  Of  the  24  top-selling 
drugs  worldwide,  4  are  derived  from 
biotech.  One  of  Schering-Plough  Corp.'s 
best-sellers  is  alpha  interferon,  a  $500 
million-a-year  product  that  it  licensed 
from  gene-splicer  Biogen  Inc.  in  Cam- 
bridge, Mass.  The  blockbusters  that 
have  emerged  from  Amgen— EPO  to  bat- 
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tie  anemia  and  G-CSF  to 
fight  infections  in  immune- 
suppressed  patients— have 
turned  the  Thousand  Oaks 
(Calif.)  biotech  pioneer  into  a 
cash  machine:  Amgen  is  gen- 
erating $110  million  in  cash 
per  quarter,  even  after  plow- 
ing 19%  of  its  $1.5  billion  in 
annual  revenues  into  research 
and  development. 

Thanks  to  biotech,  too, 
fewer  people  die  of  heart  at- 
tacks today  because  of 
Genentech's  blood-clot-bust- 
ing tpa.  And  that  company's 
Pulmozyme  makes  breathing 
easier  for  cystic  fibrosis  pa- 
tients, including  Kimberly 
Myers  of  Half  Moon  Bay, 
Calif.  By  helping  clear  her 
lungs,  she  says,  Pulmozyme 
gives  her  "the  ability  to  stay 
out  of  the  hospital  and  do 
more,"  such  as  concentrating 
on  her  career  as  a  race-car 
driver.  Millions  of  tests  each 
year  for  everything  from  ov- 
ulation to  aids  are  based  on 
biotechnology.  Meantime,  a 
million  or  more  people  may 
have  avoided  getting  hepa- 
titis because  of  genetically 
engineered  vaccines  and 
blood-screening  tools. 
FALSE  HOPE.  Lai)  wizards  also  are  un- 
raveling what  the  100,000  or  so  human 
genes  do,  promising  eventual  cures  for 
diseases  from  cancer  to  rare  genetic  dis- 
orders. And  as  large  drugmakers  strug- 
gle to  reenergize  moribund  antibiotic  re- 
search, biotech  outfits  are  at  the 
forefront  m  fighting  antibiotic-resistant 
bacteria.  "There  is  tremendous  innova- 
tion, and  thi'  accelerating  pace  of  the 
science  is  incredible,"  says  Dr.  Janet 
Woodcock,  director  of  the  Food  &  Drug 
Administration's  Center  for  Drug  Evalu- 
ation &  Research.  "It's  almost  impos- 
sible to  believe  that  the  investment  be- 
ing put  in  is  not  going  to  pay  off." 

With  ordinarily  dispassionate  regula- 
tors talking  like  that,  why  are  industry 
executives  singing  "those  were  the 
days"?  Because  recent  product-develop- 
ment setbacks  have  challenged  an  as- 
sumption upon  which  the  financial  struc- 
ture of  the  industry  was  based— that  by 
creating  a  more  efficient  path  to  new 
drugs,  biotech  entrepreneurs  would  take 
over  the  pharmaceutical  business. 

In  1976,  when  venture  capitalist  Robert 
A.  Swanson  and  scientist  Herbert  Boyer 
formed  Genentech,  most  large  drugmak- 
ers were  randomly  screening  thousands 
of  chemicals  each  year  looking  for  the 
drug  equivalent  of  the  needle  in  the  hay- 


The  technology  hasn't  worked,  and  the 
likelihood  of  success  is  lower" 

KAREN  FIRESTONE 

Portfolio  Manager, 
Fidelity  Select  Biotechnology  Fund 
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stack.  Scientists  knew  that  the  body  has 
its  own  storehouse  of  proteins  that  carry 
out  important  functions  such  as  lower- 
ing blood  pressure  or  fighting  infection. 
Genes  are  nature's  recipe  for  manufactur- 
ing those  chemicals.  So  when  Boyer  and 
colleague  Stanley  Co- 
hen found  a  way  to 
slip  a  gene  into  cells 
that  could  then  churn 
out  huge  quantities  of 
the  desired  protein,  it 
seemed  like  the  per- 
fect way  to  make 
great  drugs— not  just 
find  them. 

This  approach 
worked  for  the  pio- 
neers. Drugs  such  as 
gene-spliced  insulin, 
growth  hormone,  and 
the  anemia-fighter 
erythropoietin  had 
few  side  effects  and 
moved  efficiently 
through  regulatory 
channels.  In  hindsight, 
though,  those  treat- 
ments, which  replace 
well-understood  sub- 
stances the  body  man- 
ufactures, were  easy 


targets.   When  compani(| 
pursued  more  complex  vi| 
lains,  such  as  cancer,  heai 
disease,  and  neurological  dl 
orders,  all  bets  were  off.  Oj 
ten,  animal  tests  don't  ind 
cate    how    humans  wi 
respond  to  drugs  for  su 
diseases.  And  deciding  juf| 
what  protein  would  make 
drug  might  mean  pickini 
through  thousands. 

Sepsis  is  a  good  examp 
of  the  challenge.  If  you  a: 
severely  burned  or  injure| 
or  have  late-stage  cance 
there's  a  decent  chance  you 
join  the  600,000  American 
who  develop  sepsis  eac 
year.  It's  a  massive  infectio 
that  floods  the  bloodstreai 
with  toxins,  leading  to  shoe 
and,  for  100,000  patients 
year,  death.  The  U.  S.  healtl 
care  system  spends  $10  bi 
lion  annually  treating  thes|«EA 
people.  That  sounded  like 
great  market  to  Xoma,  Cen  i 
tocor,  Cortech,  Chiron,  an*  . 
Synergen,  which  poured  hur  |e 
dreds  of  millions  into  re  Ij 
search  on  sepsis  drugs.  Bu 
they  all  failed.  Sepsis, 
turns  out,  is  more  comple: 
than  once  thought:  It  in  [re 
volves  a  chemical  cascade  of  events  tha 
can't  be  easily  altered  by  a  single  drug 
aids  research  swamped  other  compa 
nies.  Biotech  tools  have  improved  under  $ 
standing  of  the  disease,  but  the  industr 


has  yet  to  produce  vaccines  or  effectiv<  ah 


SOME  BIOTECH  WINNERS. 


Earnings 
Millions 


Stoc 


$383.3 


1993  Revenues 
Millions 

AMGEN  $1,500 

EPO  to  fight  anemia; 
Neupogen,  an  immune  stimulator 

BIOGEN  $149.3 

Alpha  interferon  for  hepatitis  and  cancer, 
Hepatitis  8  vaccine  (both  licensed);  diagnostic  technology 

CHIRON  $317  $32.4  6 

Hepatitis  tests  (licensed  to  Ortho);  lnfer/eu/c/n-2,  an  anticancer 
agent;  Befaseron,  multiple  sclerosis  drug 
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$58.9 


GENENTECH  $649.7 

Human  growth  hormone;  TPA  for  heart  attacks; 
Gamma  interferon  for  a  childhood  immune  disorder; 
DNAase  for  cystic  fibrosis 

GENZYME  $274  $6 

Ceredase  and  Cerezyme  for  Gaucher's  disease 

'65%  owned  by  Roche  Holdings  lid. 


5< 


Awq 
M 


itments.  Biogen,  Genen- 
I  and  Immune  Response 
e  all  suffered  expensive 
>acks  in  AIDS  programs. 
ls  the  challenges  have  be- 
ie  more  daunting,  the  in- 
try  has  splintered  into 
rower  segments.  Some 
panies,  such  as  Cor  Ther- 
utics  Inc.  and  Cephalon 
,  target  specific  disease 
is  such  as  cardiovascular 
neurological  problems, 
ers  specialize  in  technolo- 
1  So-called  antisense  com- 
ies  work  with  strands  of 
.  to  try  to  block  the  func- 
i  of  deleterious  genes, 
ers  are  unraveling  how 
3  communicate  with  one 
ther.  And  more  than  two 
m  companies  are  racing 
deliver  genes  to  treat 
rything  from  genetic  dis- 
ers  to  cancer  (page  92) 
n  though  that  field  is 
rs  from  a  product. 
adea  outfits.  The  trouble 
many  of  these  are  one- 
iuct  companies.  "A  clus- 
ng  of  six  ideas  that  could 
;e  one  solid  company  inev- 
ly  turns  into  six  compa- 
!,"  says  Cor  Therapeutics 

Vaughn  M.  Kailian.  And 

of  these  startups  have 
resources  to  do  the  biolo- 
pharmacology,  physiology,  and  other 
jarch  needed  to  succeed, 
'hat  helps  explain  why  most  of  the 
gs  that  biotech  companies  have  put 

clinical  trials  aren't  working.  Biotech 
lyst  Sarah  Gordon-Wilde  at  Amerin- 


Seventy  percent  of  these  companies  need 
to  go  out  of  business" 


LISA  TUCKERMAN 

Analyst, 

Spears,  Benzak,  Salomon  &  Farrell 


...AND  SOME  TO  WATCH 

•oducfs  move  forward,  analysts  predict  the  industry  could 
lot,  biotech  stocks  will  drop  more.  Look  for  news  on  these 


ERAPEUTICS  Conducting  pivotal  trials  on  Integrelin,  which 
sorders  that  follow  heart  attacks 

Testing  Beta  interferon  to  slow  progress  of  multiple  sclerosis 
OR  Awaiting  approval  of  ReoPro  to  prevent  blood  clots 
[  Completing  key  tests  on  Betakine  to  treat  macular  holes,  a 
ifl  of  the  eye  that  leads  to  blindness 

HE  Testing  Thyrogen  as  a  treatment  for  thyroid  cancer  and 
tic  acid  as  a  product  for  surgical  adhesions 

AMERICAN  VACCINE  Awaiting  key  data  on  a  new  vaccine  for 
Dd  diseases  such  as  whooping  cough 

Awaiting  approval  for  wound-healing  product 

9  Awaiting  approval  on  a  cell-separation  system  to  aid  in  bone 
transplants 

Awaiting  approval  on  WinRho,  a  potential  blood-disorder 
nt 

DATA:  COMPANIES,  BUSINESS  WEEK,  FIDELITY  INVESTMENTS 


do  Investment  Advisors  Inc.  says  that 
only  about  10%  of  biotech  drugs  that 
enter  clinical  trials  and  about  50%  of 
the  drugs  that  proceed  through  the  final 
level  of  testing  may  get  approved— the 
same  as  for  traditional  chemical  drugs. 

"The  industry  was 
valued  so  high  and 
had  such  a  premium 
because  it  was  be- 
lieved biotechnology 
would  have  a  much 
higher  'hit  rate,' "  she 
says.  Unless  startups 
have  an  efficiency 
edge  over  better- 
funded  drugmakers, 
they  have  got  to  be 
preternaturally  lucky 
to  stay  alive. 

Look  at  Synergen. 
In  1991,  the  Boulder 
(Colo.)  company  was 
sitting  on  $300  million 
in  capital.  It  was  de- 
veloping Antril,  an 
antisepsis  drug  that 
some  analysts  be- 
lieved could  be  a  bil- 
lion-dollar blockbust- 
er, and  its  stock 
zoomed  to  a  high  of 


$75.  Management  exemplified 
the  hubris  for  which  biotech 
execs  are  legendary:  When  a 
Wall  Street  analyst  criticized 
the  company,  Chairman  Larry 
Soli  sent  him  a  package  con- 
taining a  tin  of  Shinola  shoe 
polish  and  a  gag-store  pile  of 
plastic  dog  poop,  with  a  note 
suggesting  the  analyst 
couldn't  tell  the  difference. 

Not  long  after,  however, 
Synergen  revealed  that  its 
test  results  showed  that  An- 
tril did  not  work  as  well  as 
expected,  although  the  com- 
pany thought  it  showed 
promise  for  some  patients. 
The  board  forged  ahead  any- 
way, building  a  manufactur- 
ing plant,  hiring  a  sales 
force,  and  pushing  Antril  into 
another  phase  of  more  ex- 
pensive tests.  Synergen  had 
blown  through  $165  million 
by  the  time  it  announced  in 
July  that  it  had  stopped  test- 
ing because  the  drug  wasn't 
working.  Management  axed 
60%  of  the  workforce  and  is 
trying  to  find  buyers  for 
what  remains  of  the  compa- 
ny, say  former  Synergen  ex- 
ecutives. And  Soli?  He  has 
told  colleagues  he  wants  to 
open  a  coffee  shop  in  the  San 
Juan  Islands.  The  company 
declined  requests  for  interviews. 

The  Synergen  debacle  underscores  a 
major  problem:  The  intense  pressure  to 
please  investors  and  raise  more  R&D 
funds,  some  charge,  is  prompting  un- 
wise decisions  on  how  soon  and  how 
thoroughly  to  test  potential  drugs.  By 
the  time  Antril  showed  poorly  in  its 
first  big  trial,  for  example,  evidence  was 
building  that  sepsis  might  be  too  com- 
plex to  treat  with  one  agent.  Other  com- 
panies with  failures,  including  Regeneron 
Pharmaceuticals  Inc.  and  Magainin  Phar- 
maceuticals Inc.,  have  also  been  chided 
for  not  adequately  evaluating  agents 
earlier  in  the  process  and  for  rushing 
too  quickly  into  big,  expensive  tests. 
rush  job.  "Shortcuts  are  the  longest 
road  in  this  business,"  warns  Raab  of 
Genentech.  He  believes  products  should 
be  taken  into  large  trials  only  after  in- 
tense attention  to  smaller,  thorough 
tests.  He  concedes  that  Genentech 
rushed  some  of  its  earlier  trials  with  its 
clot-busting  heart  drug  TPA.  That's  one 
reason  it  had  to  spend  $50  million  on 
subsequent  tests  after  the  drug  was  ap- 
proved to  show  it  saved  marginally  more 
lives  than  competing  agents. 

Who's  to  blame  for  creating  this  finan- 
cial Jurassic  Park,  where  the  bio-crea- 
tures reproduced  too  quickly  and  now 
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fight  for  survival?  Start  with  venture 
capitalists,  the  same  folks  who  get  the 
credit  for  getting  the  industry  off  the 
ground.  "Returns  have  been  dispropor- 
tionately high  for  the  venture  capital- 
ists and  disproportionately  low  for  the 
public,"  observes  G.  Steven  Burrill  of 
the  San  Francisco  biotech  merchant 
bank  Burrill  &  Craves.  By  getting  in 
early,  then  mostly  cashing  out  when 


companies  go  public,  the  venture  capital- 
ists succeed  even  if  companies  don't. 
The  big  returns  they  collected  from  IPOs 
let  them  attract  still  more  capital.  The 
result:  Even  as  existing  companies  fal- 
tered, they  kept  starting  new  ones. 

Venture  capitalists  say  that  mentality 
is  changing.  In  recent  months,  they've 
formed  far  fewer  companies.  And  some 
have  even  started  to  invest  more  in  lat- 


I 


er-stage,  public  outfits.  Brook  H.  Byej 
whose  firm  has  started  50  life  scien 
companies  since  1976,  maintains  th] 
venture  capitalists  didn't  conspire  ft 
overload  the  industry.  "We've  trainjfci 
ourselves  as  decision  makers  and  judgS 
of  quality"  on  a  deal-by-deal  basis,  I 
says.  More  to  the  point,  he  insists  th; 
KPC&B  tells  80%  of  the  entrepreneui 
seeking  funding  that  they  would  be  hk 
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WARNING:  DON'T  INVEST  IF  YOU  HAVE  HEART  PROBLEMS 


When  Hambrecht  &  Quist 
President  Daniel  H.  Case  III 
recently  wrote  a  missive  to 
his  clients  on  opportunities  in  biotech, 
he  titled  it:  "now  is  the  time  to  bet  on 
biotechnology  stocks."  He  wasn't  ap- 
ing e.  e.  cummings:  He  meant  for  the 
lower-case  letters  to  signal  the  cau- 
tion he  feels.  Indeed,  given  the  nega- 
tive investor  psychology  about  biotech 
right  now,  even  seasoned  pros  are  ner- 
vous about  advising  clients  to  go  near 
the  industry. 

With  so  many  issues  at  all- 
time  lows  and  some  compa- 
nies trading  near  or  below 
the  value  of  cash  they  have  in 
the  bank,  the  old  saw  about 
buying  low  and  selling  high 
would  seem  to  make  now  the 
time  to  jump  in.  Yet  fear  of 
widespread  failures  is  perva- 
sive and  the  fundamentals  of 
these  still  mostly  productless 
companies  are  hard  to  meas- 
ure. "You  can  buy  at  four  and 
be  at  zero  in  two  years," 
warns  Karen  Firestone,  who 
runs  the  nation's  largest  biotech-only 
fund  at  Fidelity  Investments. 

That  fact  is  prompting  an  investor 
flight  to  quality.  PaineWebber  Inc.'s 
Linda  I.  Miller  says  the  best  invest- 
ment during  consolidation  is  a  basket 
of  "large  companies  with  successful 
commercial  activities  or  visible  product 
pipelines,  including  Amgen,  Biogen, 
Chiron,  and  Genentech." 

The  stock  of  Amgen,  for  instance, 
has  remained  strong  partly  because  it 
has  two  blockbuster  products  gener- 
ating heady  profits  and  partly  because 
it  has  moved  up  on  takeover  rumors  in 
recent  weeks.  Chief  Executive  Gordon 
M.  Binder-  says  the  company  isn't  inter- 
ested in  being  acquired.  In  fact,  the 
board  is  so  confident  of  Amgen's  poten- 
tial that  it  has  spent  $443  million  since 
1992  to  buy  back  stock.  That's  hardly  a 
ringing  endorsement  of  the  strategy 
some  major  biotech  companies  are  fol- 


lowing—of investing  aggressively  in  al- 
liances and  the  equity  of  smaller  play- 
ers. Insists  Binder:  "Amgen's  stock  is 
more  attractive  . . .  than  the  great  ma- 
jority of  them." 

Genentech,  meanwhile,  is  a  bit  of  an 
arbitrage  play:  It  is  65%  owned  by 
Roche  Holdings  Ltd.,  which  has  an  op- 
tion that  expires  in  1995  to  buy  out  the 
rest  of  Genentech  for  $60  a  share.  That 
has  worked  to  stabilize  the  stock,  now 
trading  at  around  50.  The  question  is 


CEO  Binder: 
His  board  is 
so  confident 
of  Amgen's 
potential  that 
it  has  spent 
$443  million 
buying  back 
stock 


whether  Roche  will  buy  the  rest  or  re- 
negotiate and  extend  the  deal.  Genen- 
tech CEO  G.  Kirk  Raab  says  he  doesn't 
know  what  Roche  is  planning  but  says 
the  arm's-length  posture  the  companies 
have  maintained  has  worked  well  to 
keep  an  entrepreneurial  spirit  alive  at 
the  South  San  Francisco  gene-splicer. 


STOCK-PICKING  TIPS  FOR 
BIO-INVESTORS 

►To  play  it  safe,  stick  with  top- 
tier  companies 

►  Look  for  good  science  and 
enough  cash  to  last 

►  Hedge  bets  via  biotech  sector 
mutual  funds 

►  Some  new  investment  vehicles 
such  as  "vanishing  preferred" 
stock  mitigate  downside  risk 


Analyzing  the  prospects  of  the  m& 
jority  of  200-plus  public  companies  tha| 
don't  even  have  products  to  sell  yej 
can  be  more  daunting.  Capitol  Re 
search  analyst  Richard  Beleson  see| 
an  impending  "Darwinian  struggle  fo! 
capital.  Presumably,  the  best  ideas  wi 
outcompete  the  others."  Based  on  tha 
assumption,  Case  of  Hambrecht  <* 
Quist  Inc.  provides  tips  for  "carefu 
brave,  and  discerning"  biotech  foragers] 

■  Look  at  companies  with  good  scienc 
and  enough  cash  to  last  to, 
several  years  at  current  bun! 
rates.  It's  hard  to  ascertaiil 
the  former,  although  broker 
age  houses  provide  som 
analyses,  and  industry  news 
letters  such  as  BioVentur 
View,  BioCentury,  and  th 
Medical  Technology  Stock  Lei 
ter  cover  individual  compa 
nies'  progress. 
■  Spread  risk  by  investing 
through  dedicated  life-sciencJ 
and  closed-end  mutual  funds 
If  you  belong  to  the  cam]! 
that  believes  the  cycle  wil 

inevitably  put  biotech  back  in  favor; 
such  funds  as  H&Q's  Life  Sciences  In 
vestors  (or  Fidelity's  Biotechnology  Se 
lect  fund)  are  run  by  seasoned  industr; 
hands  who  are  buying  "baskets"  o 
promising  stocks  to  better  spread  risk 

■  Check  out  incentives  some  promis 
ing  but  undercapitalized  companies  an 
offering,  such  as  "vanishing  preferred, 
which  attract  investors  by  offering  i 
higher  preference  than  common  stocl 
holders  get  in  the  event  of  a  liquida 
tion.  The  preference  goes  away  whei 
the  shares  are  sold.  At  that  point,  the? 
become  common  stock. 

Unfortunately,  with  so  many  com 
panies  to  choose  from,  hardly  any  o 
them  with  real  sales  or  earning  funda 
mentals  to  assess,  urging  potential  in 
vestors  to  "selectively  buy"  is  almost  n< 
advice  at  all.  So  forget  cummings 
BUYER  BEWARE. 

By  Joan  O'C.  Hamiltoi 


It  used  to  take  14  hours  for  Landis& 
Gyr  engineers  in  Chicago  to  meet 
with  colleagues  in 
Zug,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1-800-598-5000. 


Ever  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger.  / 


Director 

Information  Systems 
Landis  &  (Jvr 


REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 

Better  teamwork, 
better  ideas,  better  sales 


REAL  BUSINESS 

Landis  &  Gyr 
Building  Controls 


Engineers  dispersed  around 
the  world 


Real-time  meetings  via 
global  videoconferencing 


Sprint. 

Business 
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ter  off  merging  with  an  existing  outfit 
or  selling  their  technology.  Venture  cap- 
italists aren't  the  only  ones  who  got  car- 
ried away.  Universities  looking  for  in- 
come from  patents  and  licensing  deals 
encouraged  their  scientists  to  form  com- 
panies—and those  researchers,  wanting 
to  run  their  own  shows,  resisted  sell- 
ing their  discoveries. 
FREE  PLUG.  Investment  banks  also  played 
a  role  in  this  greed-fest.  Binging  on  fat 
fees  during  the  bull  market,  they  had  lit- 
tle incentive  to  keep  long-shot  companies 
from  going  public.  Plus,  some  compa- 


by  focusing  on  just  one  or  two  projects 
involving  potentially  lucrative  drugs  for 
highly  complex  diseases.  The  hangover 
from  all  these  excesses  has  left  the  mar- 
ket hostile  to  both  IPOs  and  secondary 
offerings.  As  a  result,  Byers  predicts, 
"maybe  the  top  quarter"  of  companies 
will  remain  independent,  while  the  rest 
will  merge  or  go  out  of  business. 

Fidelity's  Firestone  believes  the  next 
12  months  will  be  critical  for  the  indus- 
try. During  this  period,  product  approv- 
als from  the  Food  &  Drug  Administra- 
tion and  results  from  clinical  trials  are 


'[I  can]  stay  out  of  the  hospital  and  do  more" 

KIMBERLY  MYERS 

Race-car  driver  and  cystic  fibrosis  patient  on  Genentech's  Pulmozyme 


nies  confide  that  certain  investment 
banks  won  business  by  promising  compa- 
nies so-called  research  coverage— pro- 
motion—by  the  firm's  biotech  analysts. 
Ex-analyst  Denise  M.  Gilbert  isn't  sorry 
she  left  the  Street  to  join  the  biotech 
company  Affymax  Inc.  after  the  bull 
market  was  over.  She  tired  of  trying  to 
provide  analyses  on  scores  of  stocks  that 
tended  to  move  "on  a  perception  of  an 
expectation."  Also,  "there  was  never  an 
incentive  to  put  a  sell  on  a  stock." 

Management  quality  has  been  spot- 
ty, too:  In  the  early  days  of  biotech, 
many  scientist-founders  were  accused  of 
working  on  too  many  projects,  some- 
times going  after  human  drugs,  veteri- 
nary drugs,  and  agricultural  projects  si- 
multaneously. More  recently,  a  wave  of 
pharmaceutical  executives  have  entered 
the  industry  and  adopted  a  "swing  for 
the  fences"  mentality,  notes  industry 
consultant  Mark  Edwards  at  Recombi- 
nant Capital.  They're  increasing  risks 


expected  on  a  dozen  key  products  (table). 
Good  news— and  the  enthusiasm  it  would 
generate— could  rally  the  biotech  sector 
and  reward  both  the  companies  involved 
and  others  with  access  to  more  capital.  If 
current  trends  continue,  however,  the 
news  will  be  mixed  or  glum.  That  will 
hasten  bankruptcies  and  mergers— which 
might  themselves  be  rickety  if  the  part- 
ners lack  enough  cash. 

The  wild  card  in  how  biotech  consoli- 
dates is  the  large  drugmakers.  When 
biotech  appeared  in  the  late  1970s,  big 
pharmaceutical  companies  were  boost- 
ing profits  mainly  by  churning  out  "me- 
too"  drugs  and  raising  prices.  Many  in- 
itially rejected  biotech,  while  a  few 

LARGE  DRUGMAKERS  IN 

NEED  OF  PROMISING 
PRODUCTS  MAY  RESCUE 
SOME  STARTUPS 


brave  pioneers  made  tentative  inves; 
ments.  But  health-care  reform  and  pre] 
sure  from  managed-care  companies  hai 
put  the  me-too  strategy  on  the  endai 
gered  species  list.  And  traditional  cher 
istry  has  run  dry.  So  even  though  bi 
tech  may  not  be  more  efficie 
mastering  those  tools  has  become 
sential  to  developing  breakthrough  druj 
that  will  command  premium  prices. 

Don't  look  for  big  drug  outfits  to 
many  outright  acquisitions  unless  tl 
stocks  get  insanely  low.  Bristol-Mye 
and  Eli  Lilly  tried  that  with  Gene 
Systems  and  Hybritech,  respectively, 
the  1980s,  and  it  didn't  pay  off.  For  o 
thing,  entrepreneurial  scientists  bristl 
at  all  the  bureaucracy  and  bailed  out 

There  are  other  models,  however 
the  heels  of  the  Genentech-Roche  deal 
few  biotech  companies,  including  Gen 
ics  Institute,  Immunex,  and  Systemi 
sold  a  majority  of  their  shares  to  b 
drug  houses  but  retained  publicly  trad 
stock.  Edward  V.  Fritzky  at  Immun 
Corp.,  now  54%  owned  by  Americ 
Cyanamid  Co.,  says  that  "the  model 
biotech  used  to  be  entrepreneurial  a 
independent.  Today,  it's  entrepreneuri 
and  highly  collaborative." 

Straight  licensing  deals  can  pay 
for  both  partners,  as  Chiron  and  Bi 
gen  show.  And  large  partners  who  ha 
invested  in  Centocor,  Protein  Desi 
Labs,  CellPro,  Cephalon,  and  Liga 
Pharmaceutical,  for  instance,  are  offeri 
resources,  including  cash  and  expertis 
to  get  access  to  promising  product 
Such  deals  will  continue:  "Biotech's  on 
got  about  $1.5  billion  in  partnering  fun 
today,  but  big  pharma  is  spending  $. 
billion  in  r&d"  each  year  with  margin 
results,  notes  Burrill.  "It's  more  efficiei 
and  increases  flexibility  for  big  pharn 
to  contract  out  more  research  insteE 
of  carry  a  huge  R&D  infrastructure." 

Those  deals  force  a  new  reality  c 
shareholders.  The  smaller  outfits  get  r 
search  payments  and  royalties  ratht 
than  blockbuster  profits.  Still,  it's  a  f< 
less  risky  and  expensive  way  to  build 
business.  "I  hate  the  home-run  model 
says  Synergen  co-founder  Larry  GoL 
now  chairman  of  Boulder  (Colo.)-bas€ 
Nexagen.  He  has  made  sure  his  comp: 
ny  spreads  risk.  Nexagen  has  technolog 
for  generating  large  numbers  of  potei 
tial  drugs  that  it's  selling  to  differei 
pharmaceutical  companies. 

One  major  hitch  for  biotech,  howeve 
is  that  for  the  moment,  the  big  druj 
makers  are  engrossed  in  their  own  tak 
over  deals  and  drug-distributor  acquis 
tions.  Besides,  biotech  bargaining  pow< 
erodes  daily.  Why  should  big  eompani* 
cut  deals  now  if  by  waiting  a  few  montl 
they  can  get  a  lower  price?  Many  lar£ 
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drug  houses  are  now  negotiating  from 
the  posture,  "You  need  a  deal  real  bad? 
Here's  a  real  bad  deal,"  says  Recombi- 
nant Capital's  Edwards. 
fire  sale.  Many  small  outfits  may  end 
up  licensing  or  selling  their  technology 
for  peanuts.  "They're  having  to  take 
the  crown  jewels  to  the  pawn  shop," 
says  PaineWebber  Inc.  analyst  Linda  I. 
Miller.  Whether  big  drugmakers  can 
push  those  technologies  any  faster  than 
the  small  fry  is  anyone's  guess,  but 


their  size  gives  more  leeway  to  try. 

A  few  optimists  still  believe  that  all 
biotech  needs  is  some  fine-tuning— and 
a  string  of  hits— for  Wall  Street  to  be 
resmitten.  Most  seem  to  be  entrepren- 
eurs running  private  companies,  such  as 
Louis  G.  Lange,  CEO  of  CV  Therapeutics, 
which  is  working  on  cholesterol-lower- 
ing drugs.  He  believes  the  market  will 
come  back  on  the  strength  of  investors 
seeking  jackpots.  "If  I  was  an  investor, 
I'd  say  there's  only  about  four  worth  in- 


vesting in,"  he  says.  "But  I'm  talki 
about  four  that  could  go  to  the  moon. 

Like  most  entrepreneurs,  Lange 
sure  that  his  company  will  be  one 
the  four.  But  as  resources  are  stretch 
thinner  in  biotech,  no  one  can  count 
salvation.  Indeed,  investors  have  fina 
realized  what  most  gamblers  eventua 
do:  After  a  while,  it  doesn't  pay  to  foe 
too  much  on  any  one  hand  when  it's  t 
long  odds  that  are  killing  you. 

By  Joan  O'C.  Hamilton  in  San  Franck 


GENE  THERAPY:  PROMISES,  PROMISES 


In  the  biotech  universe,  gene  thera- 
py ought  to  be  a  blazing  star.  Cer- 
tainly the  idea  of  tackling  every- 
thing from  rare  inherited  diseases  such 
as  cystic  fibrosis  to  scourges  such  as 
cancer  by  slipping  corrective  genes 
into  people  is  compelling.  And  breath- 
taking advances  in  technology  have 
moved  the  field  from  fantasy  to  medi- 
cal reality,  spawning  more  than  two 
dozen  companies  and  bringing  hun- 
dreds of  patients  into  clinical  trials. 

So  why  are  leading  public  gene-ther- 
apy companies  such  as  Genetic  Thera- 
py, Somatix  Therapy,  and  Viagene 
trading  near  their  lows  while  startups 
postpone  initial  public  offerings?  Part 
of  the  answer,  argue  executives  and 
analysts,  is  that  investors  are  too  ill-in- 
formed to  spot  the  field's  progress.  Af- 
ter the  failures  of  sepsis  drugs  and 
other  biotech  products,  "we  got  unfair- 
ly tarred  with  the  same  brush,"  insists 
Tom  D'Alonzo,  CEO  of  GenVec  Inc.  in 
Rockville,  Md. 

Maybe.  But  gene  therapy's  financial 
doldrums  also  reflect  the  vast  gulf  be- 
tween promise  and  product.  While  more 
than  a  dozen  clinical  trials  are  under 
way,  most  procedures  are  closer  to  ba- 
sic research  than  viable  treatments. 
unknown  path.  Take  cystic  fibrosis. 
Researchers  can  insert  correct  copies 
of  the  flawed  gene  into  patients'  lung 
cells  using  modified  pneumonia  viruses 
and  can  show  that  cells  use  the  gene 
to  make  a  crucial  protein.  But  huge 
hurdles  remain  before  there's  a  cure. 
Lung  cells  may  not  make  enough  of 
the  protein,  and  for  only  a  few  weeks. 
Worse,  when  scientists  try  to  slip  the 
gene  in  a  second  time,  the  body's  im- 
mune system  may  reject  it.  Solving 
these  problems  will  require  new  gene- 
delivery  technologies.  "It's  kind  of  cra- 
zy," says  James  M.  Wilson,  head  of 
the  University  of  Pennsylvania's  Insti- 
tute for  Human  Gene  Therapy.  "We 
believe  gene  therapy  will  have  a  huge 


impact  on  medicine  within  10  years, 
but  we  don't  know  what  technology 
will  get  us  there." 

Companies  and  academic  scientists 
are  working  feverishly  on  innovative 
delivery  systems— everything  from 
modified  herpes  viruses  and  fat  glob- 
ules to  synthetic  compounds  designed 


A  CROWDED  LAB 

Still  years  from  selling  products, 
two  dozen  companies  are 
scrambling  to  commercialize 
gene  therapy 

DATA:  WmmiRf  VIEW 

to  carry  genes 
through  the  blood  to  specific  or- 
gans. But  even  if  one  of  these 
hits  the  jackpot,  there's  no 
guarantee  anyone  will  make 
money  from  it.  The  most  obvi- 
ous use  of  gene  therapy  is  "fix- 
ing" flawed  dna  in  inherited 
diseases.  But  except  for  cystic 
fibrosis,  which  strikes  one  in 
2,500  Caucasians,  these  diseases 
are  so  rare  that  the  potential 
market  for  cures  is  tiny. 

The  search  for  more  lucra- 
tive products  has  led  a  number 
of  companies  to  target  diseases 
such  as  cancer  and  AIDS,  where 
payoffs  are  huge.  But  so  are 
the  uncertainties,  such  as  find- 
ing the  right  pieces  of  dna  to 
use.  In  one  approach,  Somatix 
Therapy  Corp.,  Vical  Inc.,  and 
others  are  delivering  genes  to 
cancer  cells  to  make  the  cancer 
more  visible— and  vulnerable— to 
the  immune  system.  But  years 
of  failed  efforts  to  boost  im- 
mune defenses  with  convention- 
al methods  make  many  scien- 
tists skeptical.  Another  tack, 
used  in  trials  sponsored  by  Ge- 
netic Therapy  Inc.  (GTI)  and 
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partner  Sandoz  Pharma  Ltd.,  is  to  sli] 
genes  into  brain-tumor  cells  that  mak 
the  tumor  cells  susceptible  to  a  com 
mon  drug.  But  critics  worry  about  get 
ting  the  gene  into  enough  cells  an< 
don't  think  the  approach  will  comba 
cancer  elsewhere  in  the  brain  an< 
Cancer  is  going  to  be  ver 
tough,"  concludes  Wilson. 
teaming  UP.  It's  no  surprise 
then,  that  investors  are  bear 
ish  on  gene  therapy.  "I  refust 
to  invest  in  areas  that  I  third 
are  10  years  from  market, 
says  Sarah  Gordon-Wilde 
biotech  analyst  for  the  $1 
billion  Amerindo  Investment: 
Ltd.  fund.  Executives  say  th< 
timetable  is  far  shorter— Vi 
cal  CEO  Alain  B.  Schriebei 
hopes  to  have  his  cancel 
product  out  by  1998.  Even  so 
they  know  gene  therapj 
won't  be  a  Wall  Street  dar 
ling  until  cures  appear.  "W< 
can't  just  tell  scientific  sto 
ries  anymore,"  says  Somatb 
CEO  David  W.  Carter. 

One  stopgap  measure  is  t( 
find  larger  partners  such  a: 
Sandoz,  Genentech,  anc 
Rhone-Poulenc  Rorer.  In  the 
end,  though— as  in  much  o: 
biotech— a  shakeout  seems  in 
evitable:  "There's  no  need  tx 
have  10  gene-therapy  compa 
nies,"  says  Vical's  Schrieber 
It's  an  old  story.  Break 
throughs  create  a  promising 
new  field,  but  only  a  few  har 
dy  companies  have  a  shot  al 
the  prize.  "The  logic  for  gene 
therapy  is  so  compelling 
there's  a  tendency  to  think 
it  ought  to  be  easy,"  says 
GTl's  Marc  R.  Schneebaum 
vice-president  and  CFO.  It 
isn't. 

By  John  Carey  in  Washington 
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CONGRESS  I 


MS.  SMITH 

GOES  TO  WASHINGTON 


Women  lawmakers  are  changing  the  shape  of  Congress'  agenda 


When  congressional  Democrats 
and  Republicans  took  to  the 
field  in  the  summer  of  1993 
for  their  annual  baseball  game,  it  was 
obvious  that  this  was  not  some  old 
grudge  match  between  teams  of  over- 
the-hill  frat  boys.  For  the  first  time,  the 
boys  let  three  girls  play,  too.  "I'm  not 
sure  at  the  very  start  that  they  were 
interested  in  having  women  play,"  says 
Representative  Maria  Cantwell  ID- 
Wash.),  the  first  woman  to  reach  base  in 
the  Capitol  classic's  history.  "But  eventu- 
ally, they  accepted  me." 

The  baseball  breakthrough  parallels 
a  more  significant  change:  Women  law- 
makers are  playing  political  hardball  on 
Capitol  Hill.  Thanks  to  a  milestone  elec- 
tion in  1992— female  membership  soared 
from  2  to  7  in  the  Senate  and  from  28  to 
47  in  the  House— male  veterans  are  re- 
luctantly accepting  what  might  well  be 
deemed  a  sexual  revolution  in  the  legis- 
lative agenda. 

Not  only  has  the  Congressional  Cau- 
cus for  Women's  Issues  seen  its  family- 
oriented  agenda  take  center  stage  but 
also  women  lawmakers  have  made  a  dif- 
ference on  a  broad  range  of  other  is- 
sues. They  have  sparked  institutional 
reforms  and  have  cast  decisive  votes  on 
the  top  issues  of  the  103rd  Congress- 
deficit   reduction   and   gun  control. 


"They've  brought  a  lot  of  idealism  and  a 
lot  of  energy  to  issues,"  says  House  Ma- 
jority Leader  Richard  A.  Gephardt  ID- 
Mo.).  "They've  had  a  big  impact." 

Consider  the  bill  to  restrict  product- 
liability  suits,  which  the  Senate  killed 
in  June.  Arguing  that  it  would  curb 
women's  rights  to  sue  makers  of  defec- 
tive health  devices,  the  Senate's  fresh- 
man Democratic  women  cast  the  key 
votes  to  sustain  a  filibuster  that  doomed 
the  measure.  "If  there  hadn't  been  as 
many  women  in  the  Senate,  the  issue 
would  have  been  dead  and  buried," 
crows  consumer  activist  Pamela  Gil- 
bert, director  of  Congress  Watch. 

Congressional  women  don't  think 
alike  on  everything,  of  course.  Un- 
like the  Congressional  Black  Cau 
cus,  whose  38  Democratic  mem- 
bers usually  vote  in  liberal 
lockstep,  the  40  Democratic 
and  14  Republican  women  gen- 


WOMAN 
POWER: 
STILL 
GROWING, 
BUT  SLOWLY 


erally  join  forces  only  on  social  issue 
where  they  are  largely  progressive.  "V 
have  some  vast  differences  philosophic; 
ly,  but  it  is  amazing  how  we  come  t 
gether  on  issues  of  importance  to  woi 
en,"  says  Representative  Olympia 
Snowe  (R-Me.),  a  caucus  co-chair. 
"wonderful."  As  a  result,  55  bil 
backed  by  the  bipartisan  Women's  I 
sues  Caucus  are  expected  to  become  la 
in  this  Congress,  compared  with  39 
the  last  Congress  and  19  in  the  previoi 
one.  Among  them:  national  criminal-h: 
tory  checks  for  child-care  provider" 
tougher  child-support  enforcement  law 
an  end  to  the  rule  banning  women  fro 
combat  ships,  and  a  requirement  th 
the  Resolution  Trust  Corp.  reserve  co 
tracts  for  women-owned  businesses.  Se 
ator  Patty  Murray  (D-Wash.),  who  on( 
quit  work  to  care  for  her  childre 
pushed  hard  for  the  Family  &  Medic 
Leave  Act.  And  Re 
resentative  Carrie 
Meek  (D-Fla.),  a  fo 
mer  domestic  worl 
er,  won  new  lab( 
protections  for  won 
en  who  clean  house 
"We'd  been  at  it  f( 
five  or  six  years  ( 
some  of  thet 
things,"  says  Repn 
sentative  Patricia  Schroeder  (D-Colo. 
caucus  co-chair  and  an  11-term  Hous 
veteran.  "It's  wonderful  to  see  thing 
getting  to  the  'out'  box." 

During  debate  over  1994  appropri: 
tions,  the  17-year-old  caucus  persuade 
Congress  to  reorder  spending  priorities- 
boosting  funding  for  women's  health  r< 
search,  including  breast  and  ovarian  cai 
cer  and  osteoporosis.  The  caucus  h£i 
notched  nearly  a  dozen  abortion  vict< 
ries,  including  the  expansion  of  abortiO; 
availability  for  military  women,  feden; 
employees,  and  rape  and  incest  victim 
An  even  bigger  pro-choice  victory  cam! 
in  May,  when  President  Clinton  signe 
a  bill  outlawing  blockades  of  aboi 
tion  clinics. 

Even  if  Clinton  hadn't  favore 
that  law,  he  would  have  owe 
female  lawmakers  one:  Hi 
1993  economic  plan  would  hav 
died  without  the  near-unan 
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mous  support  of  Democratic  women.  In 
the  House,  33  of  35  Democratic  women 
stood  by  their  man— even  though  Clin- 
ton's tax  hike  was  unpopular  back 
home— while  16%  of  Democratic  men  vot- 
ed no  (as  did  all  the  GOP  women). 

Women  played  an  equally  pivotal  role 
in  passing  the  assault-weapons  curbs 
that  Clinton  signed  into  law  on  Sept. 
13.  In  the  House,  women  not  only  pro- 
vided the  two-vote  margin  of  victory— 
83%  of  women  vs.  46%  of  men  supported 
the  ban— but  also  worked  behind  the 
scenes  lobbying  colleagues.  In  the  Sen- 
ate, chief  sponsor  Dianne  Feinstein  (D- 
Calif.)  emerged  triumphant  despite  a 
withering  barrage  from  the  gun  lobby. 

Considering  that  most  of  the  women 
are  strangers  to  Capitol  Hill,  they're 
adept  operators— and  organizers.  The 
women's  caucus  holds  regular  biparti- 
san strategy  sessions,  and— more  unusu- 
al—members work  out  together  in  the 
House  gym.  What's  more,  newcomers 
meet  regularly  for  women-only  dinners, 
comparing  experienc- 
es and  getting  point- 
ers from  veteran  col- 
leagues. 

Displaying  a  bit  of 
female  chauvinism, 
first-term  Represen- 
tative Jennifer  B. 
Dunn  (R-Wash.)  con- 
tends that  organiza- 
tion comes  naturally 
because  "a  lot  of  us  have  raised  chil- 
dren. Sometimes,  the  men  seem  sur- 
prised that  we  are  such  good  follow- 
through  people."  Patience  and 
persistence,  other  traits  accomplished 
parents  develop,  also  have  paid  off  for 
frosh:  California  Democratic  Representa- 
tive Jane  Harman  pushed  tenaciously  in 


CANTWELL: 
EMPLOYING 
HIGH-TECH 
SAVVY  TO  FORCE 
CHANGES  IN  THE 
"CLIPPER  CHIP" 
PROPOSAL 


committee  to  save  the  C-17  transport 
plane  built  in  her  district.  And  Cant- 
well,  a  high-tech  expert,  doggedly  lob- 
bied Vice-President  Al  Gore  until  he 
modified  a  controversial  "clipper  chip" 
encryption  proposal  strongly  opposed  by 
Microsoft  Corp.,  based  in  her  district. 
silent  treatment.  The  women's  style 
doesn't  always  score  runs  with  the  men's 
club.  When  Representative  Karen  Shep- 
herd (D-Utah)  proposed  banning  lobby- 
ists' gifts,  she  got  the  silent  treatment. 
"I  went  through  a  week  when  nobody 
was  talking  to  me  on  the  floor,"  she  re- 
calls. "But  I  gutted  it  out,  and  the  bill 
passed."  Shepherd  later  won  approval 
of  a  law  ending  lifetime  staff  subsidies 
for  former  Presidents  and  House  Speak- 
ers. Representative  Karan  English  (D- 
Ariz.),  meanwhile,  compelled  the  House 
to  ban  use  of  congressionally  accrued 
frequent-flyer  miles  for  personal  trips. 
The  Old  Bulls  are  still  smarting.  Com- 
plains one  top  aide:  "They're  very,  very 
demanding." 


The  caucus  may  get  even  more  so  { 
ter  the  November  elections— thou, 
women's  gains  won't  be  like  1994's  (tj 
ble,  page  96).  In  the  Senate,  Feinstein 
fighting  for  survival  against  Represent^ 
tive  Michael  Huffington  (R-Calif.),  who] 
spending  much  of  his  family  fortune 
paint  her  as  a  Clintonesque  waffler.  ] 
the  House,  men  are  likely  to  replai 
three  departing  women. 

Of  the  House  incumbents  runni; 
again,  many  Democratic  women  fa 
tough    races.  T 


FEINSTEIN:  AS 
PRIME  SPONSOR 
OF  ASSAULT- 
WEAPONS 
CURBS,  SHE 
BESTED  THE 
GUN  LOBBY 


most  endangered 
first-termers  wti 
were  elected  as  on 
siders  in  swing  dil 
tricts  last  time  bi 
now  are  seen  as  nol 
veaux  insiders  in  | 
decidedly  anti-inci 
bent    year.  "Thd 
came  to  Washingtc! 
and  superglued  themselves  to  the  Deij '  I 
ocratic  leadership,"  says  Karen  Keni 
gan  of  the  Small  Business  Survival  Coij 
mittee,  a  conservative  group.  "The 
made  themselves  part  of  the  problen 
and  playing  the  woman  card  back  horn  S 
isn't  going  to  cut  it  this  time."  Furthej 
the  number  of  open  seats— easier  f<|}*& 
women  to  capture  than  incumbent 
seats— has  shrunk  to  50  from  91  in  199 
The  shift  in  issues  won't  help.  Crime 
Topic  A,  and  polls  show  that  voters  o 
ten  see  women  as  soft  on  criminals. 

The  National  Women's  Political  Cai 
cus  fears  a  loss  of  five  to  eight  fema 
incumbents  this  fall.  "We're  all  marg 
nal,"  worries  Shepherd.  Still,  incumbei 
losses  are  likely  to  be  more  than  offs< 
by  newcomers'  victories. 

Even  so.  Hill  women  will  hold  litt 
more  than  10%  of  congressional  seat 
"We  still  have  a  long  way  to  go,"  saji 
Snowe,  who's  running  for  the  seat  i 
retiring  Senate  Majority  Leader  Georg 
J.  Mitchell.  For  one  thing,  the  seniorit 
system  deprives  them  of  committt 
chairmanships.  That  should  change  ne? 
year,  when  retirements  are  expected  t 
to  make  Schroeder  chair  of  the  Hous 
Post  Office  &  Civil  Service  Committef 
A  few  women  are  expected  to  assuir 
top  party  leadership  spots  next  yea 
too.  Senator  Barbara  A.  Mikulski  (I 
Md.)  is  favored  to  win  her  party's  No. 
Senate  job,  while  Representatives  Barb; 
ra  B.  Kennelly  (D-Conn.),  Louise  IV 
Slaughter  (D-N.Y.),  and  Susan  Molina 
(R-N.Y.)  are  vying  for  House  posts. 

Congressional  women  are  too  nume: 
ous  and  skillful  to  be  ignored  again.  Bi 
they  must  expand  their  roster  and  a< 
crue  seniority  to  become  team  captains- 
not  just  versatile  utility  players. 
By  Richard  S.  Dunham  in  Washingto. 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  hut  need  more  information  on  how  to  do  it. 

Opening  to  people  who've  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who've  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes. 
Io  help  people  most  in  need.  We're  opening  a  lot  of  doors. 


Showing  America  A  New  Way  I  hme® 
For  more  information  about  our  efforts  to  help  people  overcome  the  barriers  to  homeownership,  call  1-800-548-9444. 


ENTREPRENEURS  ■■ 


SCOTT  COOK  WANTS  TO 
CONTROL  YOUR  CHECKBOOK 

His  company,  Intuit,  is  king  of  personal-finance  software 


liiililrif 


Scott  D.  Cook  is  too  polite  to 
change  the  subject,  but  if  you  ask 
him  about  his  competition,  don't 
expect  a  straight  answer  either.  First 
he  will  tell  you  what  you  already  know- 
that  Intuit  Inc.,  the  S228  million  person- 
al-finance-software company  he  started 
from  scratch  in  1983.  faces  a  host  of  ri- 
vals. Then,  he'll  launch  into  his  favorite 
evasionary  tactic.  "There  is  one  compet- 
itor we  have  in  all  our  businesses,"  he'D 
say.  "We've  faced  them  for  years,  and 
they're  really  rough." 

With  that.  Cook  will  produce  a  me- 
chanical pencil  from  his  pants  pocket, 
which  you  expect  he'll 
use  to  spell  out  Mi- 
crosoft Corp.  on  the 
piece  of  paper  in 
front  of  him.  Instead, 
he  holds  it  up  like 
some  sort  of  talisman. 
"This  is  our  main 
competitor,"  he  says, 
grinning.  "This  guy  is 
low-cost,  easy  to  use, 
and  it  won't  crash 
and  eat  your  data. 
Virtually  every  one  of 
our  customers  switch- 
es from  this  when  we 
get  em." 

MELEE.       Cook.  of 

course,  is  aware  that 
Microsoft  is  gunning 
hard  for  Quicken,  In- 
tuit's  vastly  success- 
ful personal-finance 
program.  He  also 
knows  i hat  he  has 

outs  world's  I  .  

largest  software  company  at  least  6  to  1 
in  the  personal-finance  market  by  focus- 
ing intently  on  ihe  habits  of  potential 
customers,  no  ch<  ise  of  rival  software 
companies.  If  h  .  as  unnerved  when 
Newsweek  maga.  recently  portrayed 
Microsoft's  power  chairman,  William 
H.  Gates  III,  as  s.r  x  over  Quick- 
en's big  lead.  Cook  is  :ing  on.  His 
wife.  Signe  Ostby,  how .  ,  is  more  de- 
monstrative: "When  I  s.  at.  I  just 
wanted  to  throw  up,"  she 

Who  could  blame  her?  S<.      and  Sig- 


QUICKEN  TODAY  AND  IN  1987:  THE 
PROGRAM  DRAWS  RAVES  FOR 
GUIDING  USERS  THROUGH  ITS  MANY 
FEATURES  ONE  EASY  STEP  AT  A  TIME 


to*     -J     «V     — .    til  M 


ne  know  well  the  vagaries  of  the  com- 
puter industry.  Although  Intuit  came 
close  to  pulling  them  into  bankruptcy 
court  (and  unraveling  their  marriage  I 
when  it  ran  out  of  cash  in  1985,  it  has 
blossomed  into  a  hot-growth  company 
with  a  market  value  of  S804  million. 
23.4%  of  which  is  owned  by  Cook.  Until 
recently.  Intuit  had  expanded  quietly  as 
word  spread  that  Quicken  offered  even 
the  worst  computerphobe  an  easy  way 
to  pay  bills,  track  a  checking  account, 
and  budget  finances.  Then,  its  near  70% 
market  share  drifted  onto  Gates's  radar 
scope  and  caught  the  Boy  Wonder's 
attention. 

Now,  the  42-year- 
old  Cook  finds  himself 
in  the  middle  of  a 
high-tech  melee  to  au- 
tomate the  way  peo- 
ple manage  their 
home  finances.  Not 
only  has  Gates  dou- 
bled the  size  of  the 
team  that's  pushing 
Quicken  rival  Micro- 
soft Money,  but  he  is 
also  "personally  com- 
mitted to  giving  us 
whatever  resources 
we  need"  to  catch  In- 
tuit, says  product 
unit  manager  Leslie 
Koch.  The  Microsoft 
Money  team,  she  ex- 
plains, has  one  goal: 
to  grab  the  lead  in 
on-line  financial  ser- 
vices, the  market's 
next  logical  extension. 
Giving  customers  the  ability  to  pay 
bills,  receive  statements,  and  enjoy  oth- 
er financial  services  electronically  is 
quickly  becoming  banking's  holy  grail. 
It  may  be  a  small  market  now.  But  the 
rush  is  on  to  establish  links  into  the 
home.  In  the  past  few  months.  Master- 
Card International  Inc.  and  Visa  Interna- 
tional—both of  which  are  bank  associa- 
tions—have set  up  units  dedicated  to 
developing  and  marketing  the  tools  nec- 
essary for  banks  to  offer  such  services 
widely.  Both  plan  to  offer  a  variety  of 


WITH  PAYING 
BILLS  LED  TO 
QUICKEN 


so-called  customer  interfaces:  PC  so£ 
ware,  simple  Touch-Tone  phones,  dJL 
computerized  phones  with  small  screej^ 
so  users  can  view  information  ( chart  1 1 

Koch  won't  comment,  but  sources  sat 
Microsoft  is  negotiating  to  align  its  Mqv 
ey  program  with  MasterCard's  Mastt, 
Banking  unit  in  order  to  gain  access 
MasterCard's  affiliated  banks.  And  Vis 
Visa  Interactive  division  has  linked 
with  another  Quicken  rival — H&R  Bio}, 
Inc.'s  Managing  Your  Money. 

While  Intuit  is  going  on-line,  too,  itl 
apparently  doing  so  without  the  benef 
of  a  broad-based  strategic  alliance  wi|- 
one  of  the  bank-card  giants.  It  aire 
has  a  relationship  with  Visa  to  mark 
the  Quicken  Visa  card,  which  lets  usef 
download  statement  information  onf 
their  PCs  automatically.  A  user  can  alt 
pay  bills  electronically  through  Quicbi 
by  tapping  into  a  transaction  processf 
named  Checkfree  Corp.  But  earlier  tt 
year,  sources  say.  talks  broke  down  b 
tween  Intuit.  Visa,  and  several  ban! 
to  create  much  broader  electronic 
And  since  Checkfree  will  be  part 
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terCard  and  Microsoft's  alliance,  that 
tionship  could  be  short-lived. 
i  July,  Cook  spent  $7.6  million  to  buy 
ional  Payment  Clearinghouse  Inc. 

a  Checkfree  competitor  that  had 
1  processing  electronic  transactions 
Microsoft  Money  (which  is  why  Mi- 
oft  plans  to  embrace  MasterCard), 
will  use  it  to  connect  Quicken  direct- 
o  banks  for  a  variety  of  interactive 
dees.  Whether  he  can  do  so  quickly 
lout  help  from  one  of  the  bank-card 
panies  is  an  open  question, 
ook's  view  is  that  a  credit-card  com- 
y  is  an  unnecessary  middleman, 
ks  will  want  to  work  with  Intuit  be- 
>e  Quicken  is  far  and  away  the  favor- 
;hoice  in  the  market.  "Banks  can  see 
;  consumers  have  voted  with  their 
,"  he  says.  It  might  be  easy  to  look 
Microsoft's  $4.7  billion  in  sales  and 
cash  flow  and  conclude  that  ulti- 
ely  Cook  doesn't  have  a  chance.  But 
lit's  history  would  suggest  that  Cook 
r  have  designed  a  better  mousetrap, 
'he  mousetrap  is  the  organization 
k  has  built,  not  the  Quicken  pro- 


gram itself.  Intuit's  QuickBooks  program 
is  just  as  dominant  in  its  market— small- 
business  accounting  software.  And  a  ver- 
sion of  Quicken  rewritten  almost  entire- 
ly for  the  German  market  has  blown 
away  the  competition  in  that  country, 
including  Microsoft  Money.  What  Cook 
has  done  is  figure  out  how  to  run  a 
company  that  can  identify  market  needs 
and  consistently  develop  easy-to-use 
computer  software  to  meet  them. 

While  most  software  programs  are 
about  as  simple  to  use  as  a  spaceship, 
Quicken  draws  raves  for  guiding  users 
through  its  many  features  one  easy  step 
at  a  time.  Right  off  the  bat,  the  pro- 
gram lets  you  organize  your  accounts 
almost  effortlessly.  As  you  gain  experi- 
ence, you  can  speed  up  the  process  and 
tap  into  more  complicated  tasks. 

The  one  problem  with  Quicken  and 
similar  programs  is  that  entering  data  is 
a  hassle.  Once  you  get  used  to  the  pow- 
er of  automation,  it  begins  to  feel  natu- 
ral that  you  should  be  able  to  pay  your 
bills  electronically  and  download  informa- 
tion from  your  bank  accounts  at  the 


push  of  a  button.  Cook  calls 
it  "mainframe  Perestroika": 
the  liberation  of  account  in- 
formation from  the  gulag  of 
banking's  clunky  mainframe- 
computer  system.  He  has 
dedicated  Intuit  to  seeing 
that  it  happens. 

Cook  is  also  out  to  find  as 
many  ways  to  manipulate  the 
data  as  possible.  Last  year, 
Intuit  doubled  its  size  with 
the  $306  million  purchase  of 
San  Diego's  ChipSoft  Inc., 
the  publisher  of  the  popular 
TurboTax  programs  for  pre- 
paring income-tax  returns.  It 
also  has  announced  its  inten- 
tion to  buy  Parsons  Technolo- 
gy Inc.,  which  has  programs 
that  help  with  buying  a  car 
or  getting  a  mortgage. 
NOT  crisco.  Although  the  ac- 
quisitions will  plunder  report- 
ed earnings  over  the  next 
few  quarters  because  of  sev- 
eral noncash  charges,  they 
are  key  to  Cook's  strategy. 
He  wants  to  bundle  all  the 
information  together  to  cre- 
ate a  reservoir  of  personal- 
finance  knowledge  that's  as 
deep  as  you  want  to  go. 
Some  products  might  be  de- 
livered via  CD-ROM,  some 
over  a  modem.  One  thing  is 
certain,  however:  The  more 
Intuit  has  to  sell,  the  better. 
The  company  draws  30%  of 
its  revenue  from  selling 
Quicken  checks  and  forms 
that  fit  in  your  printer.  In 
the  on-line  future,  Intuit  wants  a  slice  of 
each  electronic  transaction. 

The  company's  ability  to  deliver  what 
customers  want  is  often  attributed  to 
Cook's  early-career  experience  at  Proct- 
er &  Gamble  Co.  (That's  where  he  met 
and  fell  in  love  with  Signe,  who  was 
also  a  marketer  there.)  This  seems  un- 
fair. Although  he  learned  the  ins  and 
outs  of  consumer  marketing  at  P&G,  de- 
veloping something  as  complicated  as 
software  bears  little  resemblance  to  the 
selling  of  Crisco,  the  account  he  spent 
the  most  time  on. 

In  fact,  associates  say,  Cook's  bril- 
liance lies  in  his  uncanny  ability  to  seize 
on  a  problem,  hear  from  all  sides,  and 
synthesize  a  coherent  solution.  He  has 
taught  his  company  to  do  the  same. 
Cook's  ego  is  absent  from  most  deci- 
sions; the  weight  of  the  evidence  car- 
ries the  day.  Personal  Finance  Group 
General  Manager  Eric  Dunn,  one  of  the 
chairman's  early  hires,  says  he  most 
admires  Cook  for  his  intellectual  hones- 
ty. "He  is  a  very  fair  person  and  very 
analytical,"  Dunn  says.  "And  the  rea- 
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son  he's  fair  is  because  he  is  analytical." 

Cook's  passion  for  analysis  borders 
on  the  compulsive.  L.  John  Doerr,  the 
veteran  venture  capitalist  from  Kleiner 
Perkins  Caufield  &  Byers  who  sits  on  In- 
tuit's  board,  still  marvels  at  the  process 
Cook  put  him  through  before  Doerr  was 
invited  to  join  the  company.  Cook  was 
seeking  a  select  few  venture  partners  to 
buy  out  some  shares  owned  by  the 
founders  and  provide  advice  on  how  to 
manage  the  company's  growth. 

The  process  took  nine  months  and 
several  rounds  of  interviews,  and,  final- 
ly, each  finalist  was  required  to  write  a 
detailed  case  study  to  demonstrate  his 
ability  to  think  strategically.  The  topic: 


how  to  respond  if  Microsoft  entered  the 
market.  "I  couldn't  believe  how  long  it 
took,"  Doerr  says.  "But  I  just  liked 
Scott.  He  has  more  passion  for  stake- 
holders than  any  founder  I've  worked 
with."  (Doerr  ultimately  introduced  Cook 
to  Intuit' s  new  CKo— Apple  Computer 
Inc.  veteran  William  V.  Campbell— who, 
after  countless  interviews  of  his  own, 
was  tapped  to  help  streamline  opera- 
tions and  speed  up  decision-making.) 

Cook,  who  is  all  the  time  quoting 
from  technological  history,  has  a  touch  of 
Ben  Franklin  about  him.  He  is  unfail- 
ingly friendly  and  outgoing,  but  he's  not 
one  to  make  chitchat.  Before  his  yearly 
backpacking  trip  with  high  school  bud- 
dies last  summer,  he  asked  each  of  them 
to  read  an  article  on  East-West  rela- 
tions in  The  Atlantic  Monthly  so  they 
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could  discuss  it  around  the  campfire. 
Signey  says  her  husband  is  just  as  fo- 
cused at  home.  Landscaping  the  yard 
can  be  a  science  project:  "He'll  want  to 
move  two  bushes  three  feet  because  he 
has  analyzed  all  the  views  and  they  look 
better  from  the  particular  chair  on  the 
porch  he  wants  to  sit  in,"  she  says. 

Friends  say  Cook  has  been  that  way 
his  whole  life.  Growing  up  in  the  middle- 
class  Los  Angeles  suburb  of  La  Canada, 
Scott  was  a  nerd  in  school,  but  a  popu- 
lar one.  He  was  salutatorian  of  his  high 
school  class  and  student  body  president. 
He  also  was  voted  most  likely  to  suc- 
ceed. John  Selling,  an  old  friend  who  is 
now  a  gastroenterologist  in  Menlo  Park, 


Calif.,  says  Cook  spent  his  spare  time 
racing  an  old  Fiat  at  a  local  track.  He 
also  liked  to  play  cards  and  spent  many 
hours  at  the  school's  computer  analyzing 
whether  a  card-counting  strategy  could 
beat  the  odds  in  baccarat.  Signe  says  if 
his  father  hadn't  pushed  him  into  busi- 
ness he  would  have  been  an  engineer. 

Cook's  resume  is  top-notch:  a  double 
major  in  mathematics  and  economics 
from  the  University  of  Southern  Califor- 
nia, an  MBA  from  Harvard  University  in 
197b,  four-  years  in  Cincinnati  with  P&G, 
and  an  additional  three  years  as  a  Bain 
&  Co.  consultant  in  Menlo  Park.  It  was- 
n't until  19H'3  that  he  got  the  itch  to  go  it 
alone.  His  epiphany  came  as  he  watched 
Signe  pay  the  bills.  The  tedious  work 
begged  for  automation,  yet  there  wasn't 
a  good  computer  program  available. 


So  Cook  decided  to  design  one.  K 
first  step  was  to  hire  a  Stanford  Univ* 
sity  programmer  named  Tom  Prou 
(who  this  year  took  a  leave  of  abseni 
from  the  company).  Together,  they  d 
veloped  a  piece  of  code  that  could  easi 
write  checks  and  store  personal  financi 
data.  From  the  start,  Cook  placed  en 
phasis  on  dogged  customer  research.  I 
enlisted  the  Junior  League  to  test  tl 
product  and  sat  next  to  each  subje 
with  a  clipboard,  watching  as  she  s 
tempted  to  write  a  check. 
INTENSITY.  The  emphasis  today  is  no  d 
ferent.  Intuit  is  maniacal  when  it  com 
to  customer  research  and  feedback.  Tl 
"usability  lab"  runs  full-bore  througho' 
the  design  of  each  product.  An  ombud 
man  funnels  suggestions  from  telephoi 
help  lines  into  a  central  database,  whei 
they  are  categorized  and  analyzed.  Enj 
neers  are  sent  out  to  customers'  home 
to  watch  them  grapple  with  the  sol 
ware.  "The  value  is  in  watching  the  cu 
tomer  flail,"  says  Jacqueline  Maartens 
group  project  manager  for  Quicken. 

Since  launching  its  home-product  lin 
Microsoft  is  doing  many  of  the  san 
things.  The  difference  is  a  matter  of  d 
gree.  Intuit  is  so  focused  on  personal : 
nance  that  its  engineers  have  becorr 
experts  on  the  customer's  needs  and  b 
havior.  "You  start  to  build  that  into  yot 
fabric,"  says  Maartense.  "Once  the  eng 
neers  are  sensitized,  they've  already  fij 
ured  out  what  the  customer  is  going  1 
have  trouble  with.  It's  kind  of  a  sel 
sustaining  thing." 

Unfortunately,  Cook's  intensity  of  f< 
cus  can  sometimes  be  a  little  off-pu 
ting.  During  a  speech  at  a  big  hom> 
banking  conference  in  May,  sever: 
participants  say,  Cook's  open  disdain  fc 
screen  phones  and  other  less  ambitioi 
home-banking  applications  turned  o 
some  of  the  conservative  bankers  in  th 
crowd.  "We  want  to  offer  all  the  applic; 
tions,"  explains  Susan  Terry,  a  vice-pre: 
ident  at  First  Tennessee  Bank  in  Men 
phis.  "Some  people  don't  want  to  do  a 
the  things  these  programs  can  do.  The 
just  want  to  pay  bills." 

That's  where  programs  with  a  choic 
like  Visa's  and  MasterCard's  could  pre 
vide  an  edge.  Cook  will  have  to  wrestl 
with  that  as  his  team  sets  out  to  sign  u 
banks  on  its  own.  He  can  take  comfort 
however,  in  the  opinion  of  Joseph  I: 
Pendleton  III,  senior  vice-president  c 
Meridian  Bancorp,  in  Redding,  Pa.:  "W 
want  to  open  up  as  many  doors  and  coi 
duits  as  possible,"  Pendelton  says.  "Mai 
ket  share  will  ultimately  guide  my  dec 
sion  [which  to  keep]."  For  the  tim 
being,  anyway,  that's  a  game  Intuit  win 
hands  down. 

By  Michael  Oneal  in  Menlo  Park,  Calij 
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THE  EMERGING  LANDSCAPE  IN  ON-LINE  BANKING 

Quicken  users  can  now  pay  bills  through  Checkfree  Corp.  and  apply  for  a  Quicken  Visa 
card.  But  new  marketing  alliances  appear  to  be  shaping  up  that  may  alter  many  relation- 
ships. Here's  what  the  future  might  look  like: 
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Last  week,  we  offered 
1,000  CEOs  and 
corporate  decision-makers 

checks  for  $8,000^000.00 

each  to  locate  facilities 


in  Amarillo,Texa 


If  you  didn't  receive  your  $8,000,000.00  check, 
call  us  at  1-800-333-7892. 


That's  right.  Eight  billion  dollars  in  checks 
were  sent  last  week  from  Amarillo,  Texas. 

We're  looking  for  businesses  who  want  to  ex- 
pand or  locate  in  a  community  that  can  offer 
real  incentives. 

Eight  million  dollars  to  be  exact.  And  not  in 
"tax  credits",  but  in  real  cash. 

No,  we're  not  crazy.  We're  serious  about  what 
we  can  do  for  businesses  that  move  to  Amarillo. 
A  special  economic  development  sales  tax  en- 
acted by  our  citizens  makes  it  possible  for  us  to 
offer  much  more  than  a  quality  of  life  that 
rivals  more  populous  cities. 


We've  invested  and  committed  more  than  120 
million  dollars  over  the  past  four  years  in  grants 
for  land,  buildings  and  equipment  purchases. 
We've  also  offered  low  interest  loans,  tax  abate- 
ments, and  other  vital  incentives. 

So  if  you're  looking  for  a  community  that  is 
serious  about  business,  call  Michael  Bourn, 
executive  director  of  the  Amarillo  Economic 
Development  Corporation. 

Amarillo,  Texas. 
We'll  put  our  s= 
money  where 
our  mouth  is. 


Amarillo 
Economic 
Development 
===  Corporation 


znvironment 


511 


Commentary/by  Emily  Smith 


CAIRO:  A  VICTORY  FOR  WOMEN— AND  THE  WORLD 


With  a  moxie  and  finesse  that 
Washington  politicians  might 
envy,  the  Vatican  preempted 
the  recent  International  Conference  on 
Population  &  Development  in  Cairo, 
transforming  abortion,  a  relatively  mi- 
nor item  on  the  agenda,  into  the 
centerpiece  of  negotiations.  For  five 
days  the  Vatican  and  its  allies  held  up 
other  action  while  delegates,  including 
Vice-President  Al  Gore,  danced  to 
charges  that  the  conference  plan  rep- 
resented a  "right  to  abor- 
tion on  demand"  and  West- 
ern "imperialism." 

By  the  time  delegates 
from  more  than  150  na- 
tions—minus the  Vatican- 
endorsed  on  Sept.  13  a  land- 
mark plan  to  curb  world 
population  growth,  the  sig- 
nificance of  the  meeting  and 
its  blueprint  for  action  were 
obscured.  In  the  end,  the 
Cairo  meeting  fused  popu- 
lation policies  with  develop- 
ment goals  to  produce  the 
most  sensible  population 
plan  yet:  One  that  depends 
on  social  and  economic  gains 
for  women  to  rein  in  birth 
rates. 

The  Cairo  conference  is 
part  of  a  series  of  U.  N. 
meetings  that  began  with 
the  Earth  Summit  in  1992 
and  will  wrap  up  next  year 
with  The  World  Summit  for 
Social  Development  and 
then  the  Fourth  World  Con- 
ference on  Women.  Policy 
makers  hope  the  meetings  will  lead  to 
a  new  consensus  on  ways  to  promote 
development,  curb  population  growth, 
protect  the  environment,  alleviate 
poverty,  and  enhance  the  rights  and 
opportunities  of  women  and  children. 
THE  soft  SIDE.  Increasingly,  policy  mak- 
ers think  that  dealing  with  these  "soft- 
er" issues  is  a  key  to  maintaining  po- 
litical stability  around  the  world.  It's 
also  important  for  improving  social  and 
economic  welfare,  especially  in  poor 
countries  and  those  that  are  spurring 
growth  through  trade  and  market  lib- 
eralization. The  consequences  of  China's 
hyper  economic  growth— including  the 
rapid  degradation  of  soils,  forests,  and 


water  and  a  huge  migration  to  the 
cities— are  stark  reminders  of  the  neg- 
ative fallout  of  failing  to  address  these 
concerns. 

Despite  their  many  flaws,  the  U.  N. 
meetings  are  the  only  significant  venue 
for  tackling  these  issues.  And  they  do 
have  an  impact.  "Global  forums  vali- 
date norms,  targets,  and  issues  that 
will  bear  fruit  over  several  decades," 
explains  John  W.  Sewell,  president  of 
the  Overseas  Development  Council,  a 


Success  story:  In  Bangladesh,  educating 

girls  and  preparing  them  for  work 
are  helping  to  slow  population  growth 


research  organization  on  development. 
The  process  catalyzes  social  and  eco- 
nomic research  on  the  issues,  which 
then  contributes  to  more  sophisticated 
policy. 

This  certainly  happened  in  Cairo. 
Despite  the  hoopla  over  abortion,  the 
plan  ratified  there  represents  an  un- 
precedented shift  in  population  poli- 
cy—and huge  gains  for  women.  Most 
important,  based  on  recent  experience 
in  nations  such  as  Bangladesh  and  In- 
donesia and  reams  of  new  research, 
delegates  recognized  that  slowing  pop- 
ulation growth  hinges  on  programs 
that  educate  and  enhance  the  econom- 
ic prospects  of  women.  These  ap- 


proaches—in addition  to  ones  that  pr 
mote  women's  political  rights,  redw 
infant  mortality,  and  provide  access  1 
broader  reproductive  health  services 
lead  women  to  want  fewer  childre 
and  make  them  partners  in  econom 
development. 

The  Cairo  plan,  which  eventual] 
will  cost  $17  billion  a  year— about  $5 
billion  from  donor  nations— is  alrea 
giving  aid  programs  a  facelift.  Sever 
nations  pledged  increases  for  popul; 

tion  aid:  Japan  $3  billion  anl 
Germany  $2  billion  over  th| 
next  seven  years.  The  U 
Congress  has  approved  $51 
million  for  population  aid  i| 
fiscal  1995,  double  the  19! 
figure.  Countries  with  su< 
cessful  programs  that  coir 
bine  family  planning,  educt 
tion,  and  opportunities  fo 
women  intend  to  share  thei 
expertise  with  nations  tha 
want  help.  And  both  th 
World  Bank  and  U.  S.  Ager 
cy  for  International  Develop 
ment  plan  to  launch  inte 
grated  health,  education,  am 
loan  programs  for  women 
filling  in  gaps.  The  meet 
ings  on  women  and  the  sock 
summit  will  pick  up  wher> 
Cairo  left  off.  The  women' 
conference  in  Beijing  nex 
September  is  charged  witl 
drawing  up  policies  to  ensurt 
women's  equal  participate 
in  society.  It  will  likely  in 
corporate  Cairo's  goals  fo 
eliminating  the  education  gaj 
between  girls  and  boys.  The  socia 
summit  will  set  measures  to  alleviat* 
abject  poverty,  which  keeps  about 
billion  people  undernourished  and  with 
out  adequate  housing  or  health  care 
U.  N.  officials  then  aim  to  integrate  al 
four  sets  of  recommended  actions  int< 
a  single  action  plan.  Ambitious— yes 
idealistic— probably.  But  if  these  activ 
ities  do  nothing  else,  they  will  fostei 
public  debate  over  pivotal  issues  thai 
all  too  often  are  ignored. 

Those  are  the  sorts  of  benefits  thai 
didn't  make  the  headlines  about  Cairo 


Smith  covers  population  issues  foi 
BUSINESS  WEEK. 


shades  of  success. 


Color  Me  Beautiful  works  with  hundreds  of 
colors.  IBM  helped  them  enhance  one:  Green. 


Five  years  ago,  at  our  first  meeting 
with  Steve  DiAntonio,  President  of  Color 
Me  Beautiful,  he  told  us  quite  frankly: 

"We're  in  the  cosmetics  business, 
not  the  technology  business." 

Five  years  later,  with  a  40%  annual 
increase  in  sales  and  cash  flow,  Steve  and 
his  company  are  turning  others  in  the 
industry  a  soft  shade  of  envious  green. 

Back  when  Color  Me  Beautiful  out- 
grew their  computer  system,  they  began 
interviewing  technology  vendors. 

And  no,  IBM  was  not  the  most 
expensive.  In  the  words  of  Lee  Nelson, 
CFO,  "We  shopped  around.  Not  only 
were  they  very  competitive,  but  the  guys 
from  IBM  talked  about  tailoring  a  system 


for  our  specific  situation.  Others  wanted 
to  take  a  more  off-the-shelf  route." 

Together  with  Color  Me  Beautiful, 
we  developed  a  business  plan  that's  being 
followed  to  this  day.  It  involves  managing 
inventory,  electronic  order-writing,  point- 
of-sale,  plus  all  distribution  and  delivery. 

"The  best  part,"  Lee  adds,  "is  that 
if  I  have  a  question  or  a  problem,  I  make 
a  single  phone  call  and  IBM  is  there." 

No  matter  what  your  favorite  color  is, 
we  and  our  Business  Partners  can  help 
you  stay  very  much ...  in  the  black. 

For  a  free  booklet  on  how  technol- 
ogy can  help  growing 
businesses,  call  us  at  rL-rlSLss 
1  800  IBM- 6676,  ext.  638.  =§:===-== 
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BANKS  I 


A  CHASTENED 
CHASE 


The  humbled  bank  starts  to  revive — by  transforming  its  culture 


The  room  was  becoming  all  too  fa- 
miliar to  the  25  weary  executives. 
For  two  days,  sitting  in  a  circle  at 
a  conference  center  an  hour  north  of 
Manhattan,  they  had  gathered  to  talk 
about  the  direction  of  their  company. 
There  were  moments  of  levity.  The  exec- 
utives poked  fun  at  the  saddle  shoes 
worn  by  the  pony-tailed  consultant  lead- 
ing their  sessions  and  came  up  with 
nicknames  such  as  "Boy  George  and  the 
Culture  Club."  But  for  the  most  part, 
the  discussion  seemed  an  endless  recital 
of  complaints.  "It  was  a  very  gloomy 
group,"  says  one  participant. 

Then,  the  consultant  gave  the  execu- 
tives new  assignments:  First,  rate  and 
discuss  their  working  relationships  with 
each  other,  and  later,  break  into  groups 
of  five  to  assess  their  own  management 
skills,  tell  the  group  about  those  assess- 
ments, and  take  feedback.  After  some 
hesitation,  the  25  men  began  talking 
openly,  speaking  their  minds  to  each 
other  in  ways  many  had  never  done  be- 
fore. Says  one  attendee:  "Most  of  us 
thought  we  were  terrific,  but  most  of 
our  panel  members  had  slightly  different 
views." 

touch y-feely.  Once  they  began  saying 
difficult  things  to  each  other,  they  began 
to  develop  a  new  degree  of  trust.  They 
started  to  drop  some  of  the  feuds  and  ri- 
valries that  had  divided  them  for  years. 
One  executive  says  he  told  his  wife  af- 
terward: "Those  were  the  four  days  that 
changed  the  Chase." 

Chase?  Chase  Manhattan  Corp.  was 
once,  with  good  reason,  among  the 
proudest  banks  in  the  world,  hardly  the 
kind  to  subject- itself  to  such  an  est-like 
touchy-feely  encounter  session.  Chase 
bankers  had  entree  to  corporate  and 
government  leaders  around  the  world. 
Its  client  list  was  the  envy  of  bankers 
everywhere.  Chase  was  the  Rockefellers' 
bank. 

Chase  had  been  humbled,  though.  A 
decade  of  missteps  and  blunders  com- 
mon to  many  big  banks— from  loans  to 
less  developed  countries  to  a  major  push 
in  commercial  real  estate— had  bled  bil- 


lions of  dollars  in  capital  from  its  books. 
In  1989,  Chase  lost  $665  million.  In  1990, 
it  halved  its  dividend  and  reported  a 
$334  million  loss.  And  every  time  Chase 
seemed  to  be  surmounting  a  difficulty,  a 
new  one  would  surface. 

Chase  had  even  bigger  internal  prob- 
lems. Top  executives,  each  eager  to  build 
a  big  personal  empire,  had  pushed  Chase 
into  a  panoply  of  businesses,  creating 


an  unwieldy  institution  with  a  finger 
nearly  every  finance  pie  but  with  dor) 
nance  in  none.  Turf  battles  and  a  nei 
total  lack  of  cooperation  made  it  almc 
impossible,  Chase  veterans  say,  for  t 
bank  to  contend  with  tougher  mark 
conditions.  "We  just  didn't  seem  to  g 
things  done,"  says  Fred  B.  Koons,  ex«| 
utive  vice-president  and  head  of  Ch; 
Manhattan  Mortgage.  "We  alwa 
seemed  to  be  at  cross-purposes."  T 
bank's  weakness  had  become  so  p 
nounced  that  by  the  early  1990s,  b 
ting  was  widespread  on  whether  Chaj 
would  have  to  merge  or  be  acquired 
another  bank. 

Thomas  G.  Labrecque,  installed 
CEO  in  October,  1990,  had  taken  some 
the  necessary  steps  to  turn  Cha 
around  by  the  time  of  the  July,  19! 
retreat  at  the  Doral  Arrowwood  conf< 
ence  center  in  Rye  Brook,  N.Y.  He  h; 
begun  to  get  finances  in  order  and  S' 
peripheral  businesses.  But  at  Arro 
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!  Labrecque  launched  his  boldest 
•taking,  which  continues  today: 
orming  the  culture  of  an  enormous, 
I,  200-year-old  institution  and  in- 
g  enough  teamwork  and  flexibility 
urn  it  to  its  old  prominence, 
rly  signs,  while  far  from  conclu- 
affer  grounds  for  hope.  To  be  sure, 
jes  of  the  old  cautious,  territorial 
ng  remain.  And  Chase  has  a  long 
■y  of  failed  reform  campaigns.  But 
;quabbles  have  become  less  wide- 
d,  and  executives  from  different 
of  the  bank  are  beginning  to  col- 
ite.  These  changes  are  starting  to 

on  the  bottom  line.  Return  on 
/  for  the  first  six  months  of  1994 
i  hefty  18.1%,  which  tops  almost 
lase's  major  rivals. 
erable.  Chase's  low  stock  price  re- 
i  a  major  handicap.  Despite  the 
by  profits  and  improving  credit 
;y,  Chase's  shares,  at  $36,  trade 
ielow  its  book  value.  That  makes  it 
for  Chase  to  make  acquisitions  for 

and  more  important,  it  makes 
i  itself  vulnerable.  Labrecque,  56,  is 
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UTTAN  BANKING    AMERICA  BANK 
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...AND  RETURN  NOW 
OUTSTRIPS  MOST  RIVALS 


MICAL  BANK-  NATIONS-  CHASE  CITICORP 
IKING    AMERICA"    BANK*  MANHATTAN 


"1990  FIGURE  DOES  NOT  INCLUDE  DATA  FROM  MAJOR  ACQUISITION 
NT    tPRO  FORMA,  AS  IF  MAJOR  ACQUISITION  TOOK  PLACE  IN  1990 
:  BRIDGE  INFORMATION  SYSTEMS  INC.,  KEEFE,  BRUYETTE  S  WOODS  INC. 


determined  to  reduce  that  vulnerability. 

Ironically,  Labrecque,  a  product  of  the 
old  Chase  culture,  is  an  unlikely  change 
maker.  He  joined  the  bank  in  1964,  fresh 
from  four  years  in  the  U.  S.  Navy,  and 
never  left.  Then-CEO  Willard  C.  Butcher 
named  him  president  in  1981,  and  the  42- 
year-old  executive  earned  the  nickname 
"Tom  Terrific"  from  detractors,  who  said 
he  replied  "Terrific!"  to  Butcher's  every 
plan. 

Labrecque,  though,  says  he  saw  inter- 
nal politics  looming  as  a  potential  prob- 
lem more  than  20  years  ago.  As  chief  of 
staff  at  then-Chairman  David  Rocke- 
feller's executive  office  in  1970  and  1971, 
Labrecque  says:  "I  watched  what  hap- 
pened when  the  place  operated  with  si- 
los [autonomous  business  units].  I  was 
there  in  the  meetings.  I  was  preparing 
the  memos."  The  bank  he  saw  lacked 
focus  and  suffered  from  lax  customer 
service  and  constant  turf  wars.  "We  had 
a  great  name,  a  great  franchise,  and  we 
had  messed  it  up,"  he  says. 

Labrecque  believed  Chase  could  easi- 
ly improve  individual  products  such  as 
credit  cards  over  time. 
But  "if  you  take  all  our 
product  companies,  as 
good  as  they  are,  there's 
someone  out  there  who's 
as  good,"  he  says.  And 
with  executives  often  un- 
willing to  help  another 
Chase  unit  work  with  its 
clients,  even  strong  prod- 
ucts wouldn't  get  the  ex- 
posure they  needed.  La- 
brecque wanted  Chase 
bankers  to  change  the 
way  they  operated:  to 
team  up  and  develop  joint 
strategies  so  that  the 
bank  could  expand  its  re- 
lationships with  clients.  At 
the  annual  senior  management  meeting 
in  early  1992,  he  called  for  a  new  mis- 
sion statement  for  Chase  to  establish 
long-term  objectives  along  these  lines. 

Nothing  happened.  Those  in  charge 
of  drafting  the  statement  could  not  come 
to  any  agreement.  The  impasse  contin- 
ued until  the  spring,  when  Labrecque 
and  President  Arthur  F.  Ryan  heard 
about  a  program  called  VisionQuest  from 
W.  Mathew  Juechter,  CEO  of  consultants 
ARC  International. 

Vision-Quest's  goal,  says  Juechter,  is  to 
get  languishing  companies  to  reinvigo- 
rate  themselves.  The  process  begins  by 
forcing  top  executives  to  confront  each 
other  candidly.  This  allows  them  to  work 
through  issues  that  in  the  past  have 
been  intractable.  The  resemblance  to  the 
controversial  est  program  of  the  1970s  is 
far  from  coincidental:  VisionQuest  grew 
out  of  the  so-called  human  potential 
movement,  which  also  spawned  est. 


Juechter  says  no  one  working  for  ARC 
International  has  been  affiliated  with 
est,  and  Labrecque  says  the  bank  modi- 
fied VisionQuest  to  suit  its  own  needs. 

As  part  of  the  executives'  meeting, 
VisionQuest  calls  for  them  to  produce 
a  statement  of  values  and  corporate  vi- 
sion. At  Arrowwood,  that  provoked 
heated  arguments.  Could  Chase  say  pub- 
licly that  it  wanted  to  be  the  best  fi- 
nancial-service organization  in  the  world 
when  it  was  clearly  something  less?  Was 
it  appropriate  to  set  an  AA  credit  rating 
as  a  goal  when  the  bank  was  rated  sev- 
eral notches  below  that? 
SIGNING  pledges.  Eventually,  the  exec- 
utives decided  that  Chase's  mission  was 
to  become  the  best  financial-services 
provider  in  the  world.  And  they  defined 
five  values:  customer  focus,  respect  for 
each  other,  teamwork,  quality,  and  pro- 
fessionalism. At  the  final  evening's  din- 
ner, they  signed  a  pledge  to  behave 
more  constructively  toward  each  other. 

After  Arrowwood  and  several  simi- 
lar meetings  for  senior  executives,  La- 
brecque decided  that  all  34,000  Chase 
employees  should  learn 
about  the  new  vision.  That 
process  is  continuing  to- 
day. Every  employee  is  at- 
tending at  least  one  full- 
day  session  devoted  to 
instilling  the  new  values. 
The  values  are  visible 
everywhere  at  the  bank: 
An  enormous  banner  in- 
scribed with  the  vision 
statement  and  values 
hangs  in  the  entrance  hall 
at  Chase's  lower-Manhat- 
tan headquarters.  And  cof- 
fee mugs  inscribed  with 
the  values  adorn  hundreds 
of  desks. 

Even  employees'  perfor- 
mance evaluations  are  changing  to  in- 
clude measures  of  their  adherence  to 
the  new  values.  Soon,  credit-card-division 
workers'  pay  may  swing  up  or  down  by 
as  much  as  25%  based  on  how  they 
measure.  Executives  have  already  felt 
the  effects  of  VisionQuest  in  their  pay- 
checks: Robert  D.  Hunter,  executive 
vice-president  in  charge  of  national  con- 
sumer products,  says  less  than  half  his 
compensation  is  tied  to  the  performance 
of  his  own  businesses,  and  "it's  amaz- 
ing how  that  changes  your  attitude." 

Labrecque  himself,  the  former  "Tom 
Terrific,"  is  extraordinarily  keen  about 
the  program.  His  stiff,  formal  demean- 
or—seated, he  looks  as  if  his  back  never 
touches  the  chair— belies  his  enthusiasm. 
An  easel  in  his  office  holds  three  draw- 
ings made  by  employees  who  were 
asked  to  illustrate  what  the  new  values 
meant  to  them.  He  helps  conduct  some 
of  the  one-day  sessions  himself.  Says 


Coffee  mugs 
and  banners 
proclaim  Chase's 
new  key  values: 
Customer  focus, 
respect  for  each 
other,  teamwork, 

quality,  and 
professionalism 
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Robert  R.  Douglass,  a  for- 
mer vice-chairman  of  the 
bank:  "He  sees  his  role  in 
the  company  as  leading 
this  change.  He  has  be- 
come a  real  missionary." 

Labrecque's  zeal  for 
promoting  teamwork  may 
be  rooted  in  his  upbring- 
ing. The  third  of  eight 
children  of  a  New  Jersey 
judge,  Labrecque  grew  up 
in  a  close-knit  family.  (His 
entire  family  still  lives  in 
New  Jersey.)  He  also 
played  several  team 
sports  in  high  school  and 
at  Villanova  University, 
where  he  earned  his  BA. 
As  a  young  executive  at 
Chase,  Labrecque  won 
plaudits  during  New  York 
City's  fiscal  crisis  in  1975 
for  his  ability  to  mediate 
between  the  city's  unions 
and  its  lenders. 

Today,  Labrecque  has 
established  a  strong  team 
of  two  to  run  Chase.  Ryan  is  a  cigarette- 
smoking  technology  maven  who  rose 
through  the  ranks,  including  a  stint  run- 
ning the  consumer  bank,  with  the  help 
of  Labrecque's  sponsorship.  He  is  a  con- 
trast to  the  trim,  fit  CEO,  who  won  his 
stripes  on  the  corporate  side  of 
the  bank.  But  Ryan's  management 
strengths— encyclopedic  knowledge  of 
the  operations  of  the  bank  and  an  in- 
credible memory  for  detail— complement 
Labrecque's  more  laid-back  style.  "I'm 
probably  more  actively  involved  in  busi- 
ness strategy  and  execution,"  says  Ryan. 
"He's  probably  more  involved  with  regu- 
lators and  other  constituencies." 
"RIGHT  DIRECTION."  Labrecque  has  a 
ways  to  go  before  Chase  can  be  called  a 
transformed  company.  The  bank  has 
been  performing  well,  says  Paul  W. 
MacAvoy,  a  Chase  director  and  the  for- 
mer dean  of  Yale  University's  School  of 
Management.  He  adds:  "All  I  can  say 
at  this  point  is  the  great  ship  of  state 
has  left  the  harbor  and  is  heading  in 
the  right  direction."  Teamwork  and  flex- 
ibility are  nice  values  for  a  company  to 
espouse.  Banners,  coffee  cups,  and  em- 
ployee surveys  are  pleasant  boosters  of 
morale.  But  Chase  needs  more  than  im- 
proved morale. 

Officials  at  other  companies  who  have 
used  VisionQuest  say  it  is  only  a  start- 
ing point  for  the  business  of  improving 
bottom-line  performance.  The  program 
laid  the  foundation  for  major  changes 
at  Duke  Power  Co.,  in  Charlotte,  N.  C, 
says  Christopher  C.  Rolfe,  vice-presi- 
dent for  organization  effectiveness  there, 


eie 


from    internal  refem 
Canandaigua  Wine  Co 
typical  of  the  companies 
creasing  the  work  they 
with  Chase.  The  upst; 
New  York  winery  has  lc 
been  a  Chase  client  for  b; 
banking  services.  But  n( 
says    President  Richt 
Sands,  in  addition  to  b 
rowing  money,  Canandaig 
is  using  Chase's  merge 
and-acquisitions  advise 
services  and  its  capital-m 
kets  expertise  for  deals  si 
as  its  $437  million  acqu 
tion  of  the  Almaden  and 
glenook  labels  from  Gra  - 
Metropolitan  PLC.  Likewi 
Chase  used  experts  in 
set-backed  finance,  deri 
tives,  loan  syndication,  i 
industry  analysis  to  creat< 


PRESIDENT  RYAN'S  STRENGTHS:  OPERATIONS,  TECHNOLOGY— AND  DETAILS 


but  it  "needs  to  be  looked  at  as  a  piece 
of  the  puzzle,  not  the  puzzle."  And  Chase 
is  hardly  the  first  bank  to  latch  on  to 
teamwork.  J.  P.  Morgan  &  Co.  is  well 
known  for  doing  business  with  clients 
on  a  number  of  fronts,  and  even  Citi- 
bank, long  a  competitive  company,  is 
trying  to  foster  more  cooperation  be- 
tween business  units. 

For  Chase,  the  new  cultural  campaign 
is  risky.  If  it  does  not  add  to  the  bottom 
line,  Labrecque  will  face  renewed  cyni- 
cism and  infighting  among  his  troops. 
Instead  of  winning  praise  as  a  vision- 
ary, Labrecque  could  find  himself  tagged 
a  Neronian  fool— fiddling  with  ephemer- 
al values  when  Chase's  core  business 
badly  needs  fixing. 

The  new  stress  on  teamwork  is  begin- 
ning to  have  an  effect,  though.  A  pro- 
prietary computer  program  Chase  uses 
to  track  client  relationships  shows  that 
27%  of  Chase's  top  clients  have  begun 
using  more  of  the  bank's  services  since 
the  summer  of  1992.  Revenue  from  those 
clients  increased  78%  in  1993  and  is  ris- 
ing again  this  year.  Global  risk-manage- 
ment chief  Mark  B.  Grier 
says  that  his  group's  for- 
eign exchange  revenues 
from  corporate-finance  cli- 
ents have  tripled  since 
mid- 1992,  and  his  busi- 
ness with  clients  of 
Chase's  cash-management 
and  funds-transfer  busi- 
nesses is  up  65%.  More 
than  half  Grier's  busi- 
ness this  year  has  come 
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novel    way    for   Houst  -.- 
Lighting  &  Power  Co.  ^  at 
sell  $66.5  million  in  accoui 
receivable.  "Nobody's  si 
gesting  we're  all  sitti 
around  and  singing  Kumbaya,"  says  . 
seph  F.  Sinzer  Jr.,  a  vice-president  1 
global  securities  services.  "But  now,  i  i  k 
have  a  lot  more  people  talking  abo 
our  customer,  not  my  customer." 

Similar  changes  are  evident  in  p  tk 
vate  banking.  Bernard  J.  Jacob,  the  he  w 
of  M&A  at  Chase,  recently  set  up  a  tei  I  pn 
to  work  on  a  $20  million  deal— too  sm  sear 
for  him  to  bother  with  ordinarily.  But  i  I 
did  it  to  help  Chase's  private-banki  ;> 
unit  build  closer  ties  with  an  importa  liC 
client.  Similar  coordination  is  winni  igtl 
Chase  business  in  securities-processii  , 
businesses  such  as  global  custody:  Far?* 
ers  Insurance  Group  became  a  glob 
custody  client  this  year  after  global-cT.|v 
tody  specialists  coordinated  with  t!  ion 
private  bankers  selling  investment  pre  ■ 
ucts  to  the  company. 
STEEP  TAKEOFF.  The  pickup  in  team  wo  << 
extends  overseas.  Asia  head  Timotl  ;f  ; 
McGinnis  says  his  group,  working  wi.' 
corporate  finance  in  New  York,  won  i 
mandate  to  provide  advisory  work  ai 
financing  to  Philippine  Airlines  Inc. 
1993.  The  PAL  business  in  turn  helpt 
Chase  win  other  wor 
The  bank  has  added  ti 
aviation  and  aerospa^  j 
clients  in  Asia  in  the  pa 
year. 

Remnants  of  old  Chav 
ways  remain:  The  offici 
of  Labrecque  and  tl 
other  executives  on  til 
17th  floor  at  Chase  heal 
quarters  are  still  hushe 
palatial  spaces  insulatt 


FIN/O 


the  rest  of  the  bank  by  uniformed 
ds  and  glass  doors  that  slide  closed 
lock  at  the  push  of  a  button.  La- 
:jue  himself  thinks  the  bank  is  at 
halfway  through  its  changes.  And 
i  executives  still  need  to  be  re- 
led  about  communicating  openly 
other  employees.  Last  year,  Chase 
ipe's  Thompson  M.  Swayne  visited 
>ank's  transaction-processing  center 


in  the  English  town  of  Bournemouth— 
where  an  employee's  comment  revealed 
that  Swayne  was  shutting  people  out 
by  delivering  quarterly  updates  only 
to  bank  officers.  Swayne  now  sends 
the  reports  to  every  employee  in  his 
division. 

As  a  Chase  veteran,  Labrecque  is 
acutely  aware  of  how  frustrated  and  em- 
barrassed longtime  employees  have  been 
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DLDMAN'S  DEEP  BENCH 
AY  KEEP  THE  STREAK  ALIVE 


Corzine  seems  well  suited  to  take  over  from  Steve  Friedman 


on  S.  Corzine  knows  he  has  a  very 

tough  act  to  follow.  On  Sept.  13,  in 

an  announcement  that  stunned  Wall 

3t,  Stephen  Friedman  said  he  would 

e  at  the  end  of  November  as  chair- 

of  Goldman,  Sachs  &  Co.'s  manage- 

t  committee— in  effect  chief  exeeu- 

officer— and  that  Corzine  would  take 

the  position.  Friedman 

he  is  stepping  down  be- 

e  he  is  burned  out  by 

job's  intense  demands. 

iven,  intellectual  invest- 

;  banker,  he  led  the  pri- 

partnership  during  the 

,  prosperous  era  in  its 

'ear  history.  "I'd  be  cra- 
I  wasn't  a  bit  appre- 

ive,"  admits  Corzine. 

it  Corzine  has  two  main 

igths  that  could  make 

the  right  choice  to  run 

t  many  consider  the 

■managed,  most  deeply 

ed,  and  most  profitable 

on  Wall  Street:  knowl- 

;  of  the  bond  markets 

an  immensely  likable 

onality.  "Jon  can  talk  to 

orate  clients  as  well  as 
a  trading  operation. 

,'s  an  enormously  useful 

Mnation  of  skills  at  Gold- 
Sachs  today,"  says  Mi- 
Salovaara,  a  former 

man  Sachs  partner  who 

)w  at  Blackstone  Group. 

orzine  even  gets  kudos  from  compet- 

i  such  as  Lehman  Brothers  Inc.  Chief 

cutive  Richard  S.  Fuld  Jr.,  who 

ted  with  Corzine  on  a  Treasury  Dept. 

mittee  that  meets  regularly  with  offi- 

i  to  discuss  Treasury  markets.  "He 

vs  how  to  bring  together  groups  with 

irent  interests,"  says  Fuld.  "He's  a 

:ensus-builder." 

he  47-year-old  Corzine  speaks  as  if 


he  will  share  the  job,  even  though  he 
will  clearly  be  in  charge.  Henry  M.  Paul- 
son Jr.,  48,  will  become  vice-chairman 
and  chief  operating  officer.  "We  intend 
to  work  as  a  true  partnership.  This  is 
not  a  one-person  job,"  says  Corzine  in  a 
joint  interview  with  Paulson,  who  seems 
comfortable  playing  a  supporting  role. 


by  the  bank's  problems— and  how  eager 
they  are  to  get  Chase  back  on  its  feet. 
In  his  view,  if  it  takes  sitting  in  a  circle 
and  talking  about  conflict  resolution, 
that's  fine.  "You  have  to  have  been 
where  we  were  to  understand,"  he  says. 
"People  here  like  to  win."  Given  time, 
Chase  just  might. 

By  Kelley  Holland  in  New  York,  with 
bureau  reports 


CORZINE  WILL  GET  LOTS  OF  HELP  FROM  A  NEW  NO.  2,  HENRY  PAULSON 


The  two  men  share  a  lot  and  comple- 
ment each  other.  Both  grew  up  in  Illinois, 
Corzine  on  a  farm  in  Taylorville  and  Paul- 
son in  Barrington,  where  he  still  lives 
on  the  10  acres  he  bought  next  to  his 
parents  and  commutes  to  New  York.  Cor- 
zine lives  in  New  Jersey,  with  another 
home  on  eastern  Long  Island.  Both  are 
ex-college  jocks:  Corzine  played  basketball 
and  Paulson  played  football.  As  for  dif- 
ferences, Corzine  is  a  Democrat  and  Paul- 


son a  Republican  who  worked  for  John 
Ehrlichman  in  the  Nixon  White  House. 
And  the  bearded  Corzine  comes  across  as 
a  favorite  cousin,  while  Paulson  is  more 
reserved.  "Stylistically,  we're  very  dif- 
ferent. He's  a  big,  cuddly  teddy  bear.  I 
can't  get  people  to  look  at  me  like  that," 
says  Paulson. 

FULL  DECK.  Most  important,  the  two 
men's  backgrounds  mesh  well.  Corzine 
started  out  as  a  bond  trader  and  helped 
build  Goldman's  dominant  position  in  the 
global  bond  markets.  He  also  has  been 
the  firm's  primary  risk  manager  and  co- 
chief  financial  officer.  Paulson  worked  in 
investment  banking.  Clients  have  includ- 
ed Sears,  Sara  Lee,  and  Motorola.  More 
recently,  he  and  Friedman  managed  $2 
billion  of  customer  and  firm  investments 
in  real  estate,  Asian  compa- 
nies, and  minority  positions 
in  U.  S.  companies. 

Corzine  and  Paulson  will 
have  their  hands  full.  Gold- 
man, which  prides  itself  on 
teamwork  and  collegiality,  is 
under  pressure.  It  is  in  the 
midst  of  the  excruciating 
task  of  choosing  about  40 
partners  from  an  unusually 
large  group.  And  after  pre- 
tax profits  of  $2.3  billion  in 
1993,  it  earned  just  $446  mil- 
lion from  December  to  May 
because  of  some  large  losses 
in  markets  that  Corzine 
supervised.  The  problem: 
not  calling  the  market  down- 
turn. "We  didn't  do  it  very 
well.  I  blame  it  on  myself. 
We  were  not  quick  enough 
to  recognize  that  turn,"  says 
Corzine. 

Still,  Corzine's  longer- 
term  record  of  generating  a 
large  chunk  of  the  firm's 
profits  most  likely  got  him 


the  job.  But  in  trying  to  match  Fried 
man's  record,  he  and  Paulson  face  what 
they  feel  is  a  bleak  market  environ- 
ment. Friedman  thinks  they're  up  to 
the  job.  "They  will  derive  the  energy  in 
large  part  because  they  have  an  agenda 
they  want  to  accomplish  and  they  want 
to  prove  they  can  do  it,"  says  Fried- 
man. With  any  luck,  Corzine  and  Paul- 
son will. 

By  Leafi  Nathans  Spiro  in  New  York 
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INSURANCEI 


CALIFORNIA  INSURERS 
KEEP  FEELING  AFTERSHOCKS 


The  quake  hurt — and  now  some  outfits  are  heading  for  the  hills 


When  the 
North- 
ridge 
earthquake  hit  on 
Jan.  17,  it  literally 
shook  20th  Century 
Industries  to  its 
foundations.  At  the 
insurer's  headquar- 
ters in  Woodland 
Hills,  Calif.,  power 
was  out  and  phone 
lines  were  dead. 
Within  72  hours,  the 
company  had  set  up 
a  makeshift  camp 
in  its  parking  lot 
and  was  processing 
claims  from  the 
150,000  Los  Angeles 
homeowners  that  it  insures. 

Residents  are  rebuilding  their  city. 
But  for  20th  Century  and  other  insur- 
ers in  California,  the  ground  is  still  shak- 
ing. They're  beset  by  irate  homeowners, 
realtors,  and  regulators— not  to  mention 
huge  loss  claims.  Crippled  by  excessive 
concentration  in  the  areas  hardest  hit 
by  the  earthquake,  20th  Century  on 
Sept.  8  raised  its  estimated  payout  from 
the  quake  to  $815  million  from  $685  mil- 
lion—raising concerns  about  the  compa- 
ny's survival.  Worse  yet,  fearing  similar 
fates,  casualty  insurers  are  stampeding 
for  the  borders,  which  could  further 
weaken  the  state's  sluggish  economy. 
WRITERS'  BLOCK.  Over  the  past  few 
months,  insurers  of  more  than  00%  of 
the  state's  homeowners,  including  20th 
Century's  insurance  units,  have  either 
left  or  stopped  writing  new  business. 
"We  are  in  the  early  stages  of  a  full- 
blown insurance  availability  crisis,"  says 
state  Insurance  Commissioner  John 
Garamendi.  State  Farm  Insurance 
Group,  the  leader,  with  21%  of  the  mar- 
ket, will  write  a  new  policy  only  when 
an  old  policyholder  leaves.  Allstate  In- 
surance Group  and  Farmers  Insurance 
Group,  No.  2  and  No.  3,  are  not  writing 
new  policies— period.  Others  are  tight- 
ening requirements. 

This  in  turn  could  produce  a  home- 
owner backlash.  Policy  cancellation  no- 
tices are  expected  to  hit  consumers  in 


SHAKY  GROUND:  HOMEOWNERS  HAVE  FEWER  INSURANCE  OPTIONS 


force  this  fall— just  as  state  legislators 
are  campaigning  for  reelection.  Gara- 
mendi will  hold  hearings  Sept.  28-29  on 
the  crisis. 

The  cancellations  have  the  state's  re- 
altors up  in  arms.  To  them,  the  insur- 
ance pullout  threatens  to  crimp  the 
nascent  housing  recovery.  Pat  Neal, 
president  of  the  California  Association  of 
Realtors,  sees  the  exodus  as  a  political 
ploy— an  attempt  to  pressure  legislators 
to  overturn  a  California  law  requiring  in- 
surers that  sell  lucrative  homeowner 
coverage  also  to  provide  risky  earth- 
quake coverage.  "It's  blackmail,"  she 
says.  "Even  with  a  4!4-year  recession, 


we're  still  the  eighth-largest  econoi 
in  the  world.  Do  you  think  they'd  gi 
this  up?" 

Insurers  also  have  to  deal  with  Ga 
mendi,  a  longtime  foe,  who  is  trying 
figure  out  how  to  keep  them  in  t 
state.  He  says  he'd  be  willing  to  lift 
earthquake  requirement  if  insurers  c< 
tributed  to  an  earthquake-insurance  p 
to  provide  coverage  for  those  who  coi 
not  otherwise  find  it.  A  federal  bill  tl 
would  accomplish  the  same  thing  or 
nationwide  basis  is  moving  too  slov 
through  Congress  to  help  California. 
risky  ratio.  Meantime,  Garamendi's 
fice  is  battling  Fanners  Insurance,  wh 
raised  its  earthquake  deductible  for  m< 
of  its  California  policies  from  10% 
25%  of  insured  value  on  July  15.  Ga: 
mendi's  staff  contends  that  such  a  hi 
deductible  amounts  to  a  refusal  to  wr 
policies.  And  20th  Century  is  tussli 
with  Garamendi's  office  over  the  $1 
million  it's  required  to  refund  to  polk 
holders  under  Prop  103's  1988  premii 
rollback. 

The  $119  million  refund,  which  a  sts 
court  upheld  in  August,  is  just  one 
20th  Century's  problems.  Its  premiui 
to-surplus  ratio,  a  solvency  measure  rc 
ulators  use,  has  dropped  to  at  best  8  to 
far  below  acceptable  levels  of  3  to 
Long  term,  the  company,  which  has  be 
one  of  the  most  successful  auto-poli 
winters  in  the  state,  will  either  have  to 
sue  stock  or  find  an  outside  investor.  B 
even  that  will  be  tough:  Rating  agenci 
recently  cut  its  debt  rating,  causing  tl 
stock  to  lose  25%  of  its  value. 

As  20th  Century  struggles  to  surviv 
it  stands  as  one  more  reminder  of  tl 
devastation  of  the  quake.  The  repa 
work  is  still  ongoing  at  its  headqua 
ters.  But  it  will  take  more  than  gla 
and  concrete  to  strengthen  the  shal 
bonds  that  now  link  California  to  i 
skittish  insurers. 

By  Nanette  Byrnes  in  Los  Angel 


HUNKERING  DOWN 


Homeowner  policy  writing  status 
of  10  largest  California  insurers 


Market  share  percentages  based  on  1  992  premiums 


Company 

Market 

Status 

Company 

Market 

Status 

share* 

share' 

STATE  FARM 

21.3% 

Replacement 

UNITED  SERVICES 

3.0% 

Still  writing 

INSURANCE  GROUP 

policies  only 

AUTOMOBILE  ASSN. 

ALLSTATE  INSURANCE 

17.3% 

No  new 

SAFECO 

2.7% 

No  new 

GROUP 

policies 

INSURANCE 

policies 

FARMERS  INSURANCE 

13.4% 

No  new 

FEDERAL  INSURANCE 

2.5% 

Still  writing 

GROUP 

policies 

(CHUBB) 

CALIFORNIA  STATE 

4.1  % 

Still  writing 

20TH  CENTURY 

2.2% 

Withdrawing 

AUTO  ASSN. 

INSURANCE 

completely 

FIREMAN'S  FUND 

3.1% 

Still  writing 

REPUBLIC  INSURANCE 

2.0% 

Withdrawing 

INSURANCE 

GROUP 

completely 

'.::-! 


DATA  CALIFORNIA  INSURANCE  DIPT- 


What's  the  Sound  of  a  Phone  Not  Ringing? 


TEXT  Our  F9600 
enables  multiple 
users  to  instantly 
exchange  documents, 
strategies  and  ideas 
without  sending 
faxes  or  trans- 
ferring files. 


MAIL  The  Fujitsu 
Multimedia  Platform 
PBX  allows  you  to 
generate  and  trans- 
port multiple  t\  pes 
of  messages  so  you 
can  manage  your 
mail,  not  just 
access  it. 


IMAGE  Is  there 
data-intensive 
information  you 
want  to  access  from 
across  the  country? 
Our  multimedia 
network  will  let  you 
quickly  retrieve 
it  from  another 
location,  regardless 
of  format. 


BROADBAND 

With  our  ATM 
backbone  for  your 
broadband  network, 
vou'll  be  able  to 
transfer  audio,  video 
and  data  applica- 
tions at  multi- 
gigabit-per-sec<  md 
speeds. 


VIDEO  Our  new 

ViewNet  S  Series'" 
videoconferencing 
system  allows 
managers  to  huddle 
at  a  moment's  notice, 
saving  thousands  on 
travel  and  loss-of- 
work-hour  costs. 


If  it's  the  Fujitsu  F9600  Multimedia  Platform  PBX,  it's  the  sound  of  digital  information  silently 
)it-streaming  its  way  to  desktops  around  the  country.  Our  F9600  Multimedia  Platform  PBX  can  transmit 
text,  voice  and  e-mail,  video,  graphics,  audio  —  the  works  —  to  anyone  you  select.  Anytime.  Anywhere. 
It's  all  part  of  our  strategy  to  provide  your  enterprise  with  the  future  —  networks  that  enable  your 
people  to  share  all  kinds  of  information  to  get  more  work  done.  Intuitively,  instantly,  intelligently. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 

fuJttsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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BY  GENE  G.  MARCIAL 


WILL  MANOR  CARE 
SPIN  OFF 
CHOICE  HOTELS? 


Growth  potential  alone  won't 
make  Ron  Baron  buy  into  a 
company.  "We  also  have  to  like 
the  business  it's  in  and  the  manage- 
ment," he  says.  If  it's  also  way  under- 
priced,  so  much  the  better.  That's  why 
his  Baron  Capital  Management  has 
bought  1  million  shares  of  Manor  Care, 
one  of  the  largest  U.  S.  nursing-home 
companies. 

Manor  Care  is  unusual:  In  addition 
to  163  homes  in  28  states— plus  one 
acute-care  hospital  in  Texas— Manor 
Care  owns  Choice  Hotels  International, 
a  worldwide  franchise  with  3,200  hotels 
and  motels  operating  under  such 
names  as  Quality  Inn,  Econo-Lodge, 
Comfort  Inn,  and  Friendship  Inn. 

Whispers  say  the  company  will  take 
Choice  Hotels  public  "sometime  soon— 
certainly  this  year"— by  selling  20%  to 
the  public  and  distributing  the  rest  of 
the  shares  as  dividends  to  Manor  Care 
shareholders. 

Manor  Care  stock  closed  at  27%  on 
Sept.  13.  But  Baron  reckons  just  the 
hotels— franchised  and  company-owned 
combined— are  worth  $20  a  share.  To- 
gether with  the  nursing  homes,  esti- 
mated at  $21,  and  the  division  that 
manages  Manor  Care's  properties, 
worth  $15,  Baron  calculates  the  com- 
pany's total  value— net  of  debt— at  $56 
a  share. 

extra  beds.  Manor  Care  is  benefiting 
from  a  hotel  turnaround,  notes  Baron. 
He  sees  Choice  Hotels'  franchise  rev- 
enues—$161  million  for  the  year  ended 
May  31,  1994-jumping  to  $193  million 
next  year.  He  puts  the  value  of  the 
franchised  hotels  at  $650  million,  or 
$12  a  share.  The  company-owned  ho- 
tels, which  generated  revenues  of  $78 
million  in  fiscal  1994,  should  climb  to 
$104  million.  Baron  values  this  group  at 
$500  million,  or  $8  a  share. 

The  nursing-home  business  should 
stay  strong,  analysts  figure,  produc- 
ing revenues  of  $923  million  in  fiscal 
1994.  Baron  reckons  revenues  will  in- 
crease to  -$1.1  billion  this  fiscal  year 
and  $1.2  billion  in  1995.  Revenue 
growth  will  be  helped  by  additional 
nursing  units  and  by  the  startup  of  fa- 
cilities for  patients  with  Alzheimer's 
disease. 

Baron  figures  Manor  Care  will  earn 


MANOR  CARE  MAY  STILL 
BE  WAY  UNDERPRICED 
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$1.67  a  share  in  fiscal  1995  and  $2.13  in 
1996,  up  sharply  from  1994's  $1.29.  His 
estimates  don't  yet  reflect  any  changes 
in  the  structure  of  the  Choice  Hotels 
business.  Manor  Care  Treasurer  Jim 
MacCutcheon  says  separating  Choice 
Hotels  "is  an  idea  we  look  at  from  time 
to  time,  but  there's  nothing  we're  pre- 
pared to  announce  at  this  point." 


A  RICE  TRADER  MAY 
START  TO  STEAM 


■  nvestment  pro  Doug  Campbell  is 
I  obsessed  with  finding  the  next 
H  Telefonos  de  Mexico,  which  he 
caught  several  years  ago— before  it 
zoomed  from  24  to  65.  Now,  he  thinks 
he  may  have  another  winner— in  a 
most  mundane  business:  Erly  Indus- 
tries, a  rice  miller  and  trader  based 
in  Los  Angeles. 

At  first  glance,  the  stock  is  a  turn- 
off:  From  July  2,  1993,  to  Aug.  15, 
1994,  it  was  delisted  from  the  nasdaq 
for  capital  insufficiency.  Iraq  is  a  big 
customer,  and  the  U.  S.  embargo  on 
shipments  to  that  country  caused  Erly 
a  major  loss. 

But  Campbell,  president  of  D.  A. 
Campbell  Co.,  a  securities  firm  in  Los 
Angeles,  thinks  Erly  is  back  on  track. 
In  the  year  ended  Mar.  31,  1994,  it 
earned  $17.6  million,  or  $4.53  a  share 
(including  nonrecurring  items)  on  sales 
of  $334  million— up  53%  from  the  year 
before.  Erly  had  posted  heavy  losses  in 
the  prior  two  years.  In  fiscal  1995's 
first  quarter,  Erly  made  56<P  a  share, 
on  sales  of  $121  million. 

Erly  deals  in  rice  through  a  subsidi- 
ary, American  Rice,  whose  stock,  also 


lately  reinstated  on  the  NASDAQ, 
trading  at  4.  American  Rice,  not 
Erly  Chairman  Gerald  Murphy,  has 
production  capacity  of  nearly  2  milli< 
tons  a  year  and  operates  big  milling 
cilities  in  all  the  rice-growing  regions 
the  U.  S.,  the  Caribbean,  and  Sout 
east  Asia.  The  biggest  export  mark 
for  Erly  is  the  Mideast,  especially  Sa 
di  Arabia. 

Campbell  predicts  sales  of  $375  m 
lion  to  $400  million  in  fiscal  1995  ai  ( 
earnings  of  $1.50  to  $2.  Campb 
thinks  the  rice  business  is  very  info 
esting  but  much  ignored  on  Wi 
Street.  He  says  the  stock,  now  at  8; 
could  hit  12  to  15  in  a  year. 


BRUNO'S  COULD 
PROTEST  TOO  MUCH 


Where  there's  smoke,  ther 
fire.  Some  investors  thi 
that  cliche  may  hold  true  f< 
Bruno's,  which  operates  257  superma 
kets  in  the  Southeast.  "Bruno's  stock 
about  to  catch  fire,"  says  a  New  Yor 
money  manager,  who  believes  a  bi 
food  chain  is  considering  a  bid  for  th 
Birmingham  (Ala.)  company.  Recentl; 
industry  takeover  chitchat  has  had  th 
shares  seesawing  between  7  and  9%. 

On  Sept.  12,  the  company  strongl 
denied  any  such  possibility,  causing  th 
stock  to  dip  from  9%  to  8%.  But  b 
Sept.  13,  the  stock  was  again  on  th 
rise,  trading  at  9  on  heavy  volume 

What's  really  going  on?  Analyst 
are  nearly  unanimous  in  pooh-poohin 
takeover  rumors.  "I'm  convinced  b; 
management's  categorical  denial,  and 
don't  think  the  rumors  are  true,"  sa; 
Kay  Norwood  of  Interstate/Johnso: 
Lane.  She  has  a  "hold"  recommendatio; 
on  the  stock.  She  thinks  that,  based  o: 
Bruno's  lackluster  fundamentals,  th 
jump  was  unjustified. 

But  one  big  investor  thinks  the  am 
lysts  are  wrong— and  insists  Bruno' 
claim  that  nothing  is  going  on  mean: 
that  "any  takeover  move  will  be  hos 
tile."  This  pro,  who  puts  the  buyou 
value  of  Bruno's  at  $20  a  share,  think 
the  company  eyeballing  Bruno's  want: 
to  bolster  its  presence  in  the  South 
east,  where  Bruno's  supermarkets— in 
eluding  Piggly  Wiggly,  Food  World 
and  Food  Max— have  a  major  presence 
Sales  totaled  $2.8  billion  in  the  yeai 
ending  June  30,  1994,  and  are  expectec 
to  hit  $2.9  billion  this  year.  Norwooc 
figures  Bruno's  will  earn  55$  in  th< 
year  ending  June  30,  1995,  up  frorr 
52<t  in  1994. 
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BusinessWeek 


Beyond  news.  Intelligence. 


MCI 


PROOF 


POSITIVE 


IBM, 
Business  Weeky 

and  MCI 
proudly  present 
a  new  series  coming  to 
Public  Television 
this  Fall . . . 


For  thirteen  weeks,  Small  Business  Today  will  salute  the 
spirit  of  enterprise  and  provide  information,  advice  and 
inspiration  to  help  small  business  owners  achieve  their 
ambitious  goals. 

Regular  features  include: 

■  Interviews  with  small  business  owners  on  how  they  got 
started  .  .  .  and  how  they're  growing. 

■  Innovations  in  technology  and  telecommunications  to 
improve  productivity  and  expand  a  growing  business. 

■  Discussions  on  the  law,  marketing,  selling,  financing  .  . 
and  more. 


Check  your  local  listings  for  details. 

Small  business  owners  Teny  Fansler  and  Hattie  Bryant 
co-host  Small  Business  Today. 


nformation  Processin 


SOFTWARE  I 


THIS  ACROBAT 

HAS  REALLY  LIMBERED  UP 


Will  Adobe's  document-sharing  software  triumph  on  its  second  try? 


We've  all  heard  about  the  In- 
formation Superhighway— you 
know,  where  information  will 
flow  freely  across  far-flung  networks  to 
create  a  nirvana  of  digitized  magazines, 
newspapers,  and  TV  shows.  But  the 
truth  is,  when  it  comes  to  distributing 
anything  more  complex  than  E-mail, 
most  of  the  world  still  resorts  to  print- 
ing. The  hangup:  Every  word  processing 
or  desktop-publishing  program  uses  its 
own  fonts,  typefaces,  and  formats  for 
graphics.  That  makes  documents  nicer  to 
look  at,  but  they  can  be  viewed  in  all 
their  splendor  only  on  a  computer  using 
the  same  software  that  created  them. 

So,  when  Adobe  Systems  Inc.  intro- 
duced its  Acrobat  program  for  exchang- 
ing electronic  documents  in  June,  1993, 
industry  watchers  heralded  the 
product  as  the  breakthrough 
that  could  open  the  electronic 
floodgates.  Acrobat  could  take 
any  document  created  by  any 
software  program— including  a 


GESCHKE:  HE 
WANTS  TO 
CAPTURE  A 
MARKET  THAT 
MAY  SOON  BE 
WORTH  $500 
MILLION 


four-color  magazine  page— and  display 
it  on  any  computer.  The  main  Acrobat 
program  would  record  a  digital  snap- 
shot of  the  page  in  Adobe's  Portable 
Document  Format  (PDF).  Then,  any  com- 
puter equipped  with  a  second  Acrobat 
component,  a  "reader"  program,  could 
display  the  PDF  image— just  as  it  ap- 
peared on  the  machine  that  created  it. 
MARKETING  MISSTEPS.  By  finally  mak- 
ing paperless  electronic  publishing  easy, 
Adobe  had  pulled  off  a  technological 
coup.  Some  analysts  predicted  a  billion- 
dollar  business  for  Adobe  within  a  few 
years.  But  marketing  missteps  and  miss- 
ing features  capped  sales  at  a  paltry 
$2.5  million  in  1993.  "It  was  a  new  area 
for  Adobe,  and  they  tripped  all  over 
themselves,"  says  Chris  LeTocq,  an  ana- 
lyst with  market  researcher 
Computer  Intelligence  InfoCorp. 

Enter  Acrobat  2.0.  On  Sept. 
12,  Adobe  took  the  wraps  off  a 
revamped  version  of  the  product 
that  addresses  many  of  the  in- 


itial shortcomings.  For  instance,  Aero  J 
1.0  allowed  only  limited  searching.  Is 
2.0  version  includes  a  sophistical 
"search  engine"  licensed  from  Verity  h., 
which  can  sift  through  mounds  of  ell 
tronic  documents,  including  char;, 
graphs,  and  captions,  to  zero  in  on  sjj 
cific  information.  And  the  new  Acroli 
has  security  features.  Information  pijjj 
lishers,  for  instance,  can  limit  access! 
paying  customers  only. 

But  the  bigger  changes  have  to  ;a 
with  marketing.  Adobe  attempted  to  m 
Acrobat  as  a  "shrink-wrapped"  packaj 
in  stores.  Now,  the  company  will  M 
through  systems  integrators— expeH 
such  as  Andersen  Consulting  that  hoi 
publishers  and  corporations  set  up  sH 
terns  using  Acrobat.  The  basic  progrH 
starts  at  $195  and  a  version  for  profS 
sional  publishers  is  $595. 

Most  important:  This  time,  the  reaarj 
program  will  be  free.  Publishers  and  m 
line  services  can  give  it  to  customeH 
and  Adobe  is  urging  computer  makJ| 
to  bundle  the  reader  with  their  PCs.  TH 
first  to  bite:  Apple  Computer  Inc.  "Tffl 
should  finally  blow  open  the  markdB 
says  William  J.  Caffery,  a  Gartner  Gnnfl 
Inc.  analyst. 

It's  potentially  a  vast  market.  Becaujl 
electronic  distribution  is  less  expensiS 
and  more  efficient  than  paper,  profH 
sional  publishers  and  corporations  an 
taking  a  serious  look.  Carolyn  Matj-I 
more,  a  vice-president  at  First  CttJ 
Corp.,  a  supplier  of  research  to  brokf  j 


Acrob 


ACROBATS  TRICKS 

Converts  electronic  documents 
to  a  common  format  so  they  can 
be  viewed  and  exchanged  by  any- 
one with  the  Acrobat  "viewer" 
software 

Allows  publishers  to  distribute 
information  electronically  while 
keeping  the  rich  typefaces, 
graphics,  and  formats  of  printed 
documents 


NEW  IN  ACROBAT  2.0 
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►  Provides  intelligent  search 
and  retrieval  for  sorting 
through  volumes  of  electronic 
information 

►  Adds  security  provisions 

►  No  charge  for  "viewer" 
software 


I  III  I 


BREITLING 


1884 


tars  of  Time.  Since  Man  first  walked  the 
arth,  the  night  sky  has  awed  voyagers  as  the 
ars  guided  their  steps.  But  today's  travelers 
m  rely  on  a  Nightflight  wristwatch,  fully 
ndowed  with  the  advantages  that 
reitling's  "Instruments  for  Professionnals" 
ave  displayed  for  over  a  century, 
ake  the  ANTARES  World:  its  elaborate  and 
ependable  movement  provides  the  time  of 
ay  simultaneously  in  three  timezones.  Its 
our  and  minute  hands  show  local  time,  with 
ie  plane-tipped  hand  indicating  the  other 
wo  times  on  the  watch's  24-hour  gradua- 
ions.  What's  more,  Breitling's  easy-to- 
perate  Antares  World  is  designed  for 
istant  legibility  day  and  night. 


Selfwinding  mechanical  wristwatch  with 
multiple  timezone  display. 


Special  "plane  tip"  hand  showing  the  second 
and  third  timezones  on  the  dial  and  bezel's 
24-hour  graduations. 

Easy-to-read  calendar. 

Case  water-resistant  to  100 m  (300  ft)  with 
glareproofed  cambered  sapphire  crystal; 
screw-locked  crown  and  case  back. 

Steel  with  two-tone  bezel;  rider  tabs  in  18  K 
gold. 

Available  with  three  types  of  leather  strap 
and  choice  of  tang-type  buckle  or  folding 
clasp,  or  else  with  a  "PILOT"  or  "ROULEAUX" 
bracelet. 


AUTHORIZED  BREITLING  AGENT: 


E  W  E  L  E  R  S 


14006  Riverside  Drive 
27  Fashion  Square 
SHERMAN  OAKS,  CA  91423 
(818)  986  2240 


NSTRUMENTS      FOR  PROFESSIONALS 


Introducing 

The 

Gabelli 
Global 
Telecommunications 

Fund 

The  Gabelli  Global  Telecommunications  Fund  is  a  non- 
diversified  no-load  mutual  fund  seeking  long  term  capital 
appreciation  by  investing  in  telecommunications  companies 
throughout  the  world. 

For  a  prospectus,  please  call 

1-800-GABELLI 

1  -800-422-3554 

Gabelli  &  Company,  Inc.  The  Gabelli  Global  Telecommunications  Fund 
One  Corporate  Center  •  Rye,  New  York  10580-1435 

The  prospectus  contains  more  complete  information,  including  fees  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money 


©1994  McGraw-Hill,  Inc. 


©1994  Morningstar,  Inc. 


Insert  into  Drive  A  and  type  MFS.  For  Monochrome  Monitors,  type  MFS  /  BW. 
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The  loshiba  14700L  benes 

A  notebook  so  powerful,  it 


The  Toshiba  T4700C  Series  can  run  your  most  intense  applications  or  even  help  you  run  a  presentation.  With 
its  SL  Enhanced  i486'T)X2  50MHz  processor,  it  easily  handles  graphics-rich  programs.  The  built-in  multimedia  capabilities 

let  you  create  and  give  breakthrough  presentations  anywhere.  And  Toshiba's  advanced  color  gives  you  a  choice  of 
either  stunning  TFT  or  eye-popping  Dynamic-STN  dual-scan  displays.  With  so  much  going  for  it,  buying  a  T4700C  Series 
notebook  is  a  very  sound  decision.  For  a  Toshiba  dealer  near  you,  call  1-800-457-7777. 


credible  Sound: 

integrated  sound 
'fun  and  built-in   .<  ,/ 
taker  let  you       T  VP 
far  fantastic  sound 
'.enever  you  want. 


The  only  computer  you'll  ever 
need:  The  optional  Desk  Station  IV, 
lets  you  instantly  connect  to  your 
network,  printer,  VGA  monitor, 
mouse,  ami  full-size 
keyboard. 


Two  separate 
PCMCIA  slots: 

A  Ibtnmanda 
5mm  slot  are  your 
keys  to  expansion, 
—fa  modems 
storage  and  more. 


A  multimedia 
roadshow:  Headphone 
or  external  speaker  port 
ami  microphone  jacks    ii  J 
make  the  T4700C     ;!  fig 
Series  perfect  for 
presentations. 


4700CT 

9.5"  dia.  color  TFT-LCD  active  matrix  display 
256  simultaneous  SVGA  colors  at 
640x480  resolution 
4700CS 

9.5"  dia.  color  Dynamic-STN  dual-scan 
display 

256  simultaneous  SVGA  colors  at 
640x480  resolution 


BOTH  MODELS 

•  50MHz  SL  Enhanced  i486  DX2 

•  8MB  RAM  expandable  to  24MB 

•  200/320MB  HDD 

•  Two  PCMCIA  slots  (16mm  and  5mm) 

•  Integrated  graphics  accelerator 

•  VL  local-bus  video 

•  Built-in  microphone 

•  WAV  audio  capabilities 


•  Audio  ]acks:  headphone/speaker,  microphone 

•  NiMH  battery  for  extended  life 

•  QuickCharge  battery  recharge  system 

•  3.5"  1.44MB  floppy  disk  drive 

•  BallPoint  2.0  mouse  with  QuickPort 

•  MaxTime "  Power  Management  system 

•  LCD  status  icon  bar 

•  DOS'",  Windows' ',  and  Windows  Sound 
System"  software  pre-installed 
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THE  GLOBAL 
FREE-FOR-ALL 


AS  HUGE  NEW  TELECOM  MARKETS  OPEN,  CARRIERS  AIM  TO  CARVE  UP  THE  WORL 


- 

one  for  a  phone,  a  second  tor  a  fax  machil 
Fax  machines  in  Sri  Lanka,  cellular  phones! 
the  Brazilian  rain  forest,  satellite  dishes  in  P* 
sia,  videophones  in  Manhattan— they're  all  par»  3 
a  telecommunications  revolution  that,  with  blil 
ing  speed,  is  changing  the  way  the  world  worj 
With  high-capacity  cables,  digital  switches, 
satellites,  a  multinational  corporation— or  a  tj 
garment  factory— can  conduct  business  anywheT 
anytime,  searching  out  customers  and  supplij 
around  the  world. 


Draw  a  map  of  the 
world  based  on  the 
distribution  of 
phone  lines,  and 
you'll  get  a  new 
kind  of  geogra- 
phy lesson,  i 
It's  easy  to  see  £ 


■  f  you  buy  a  pair  of  tennis  shorts  from  New 
I  Jersey-based  Sportif  USA  Inc.,  chances  are 
I  the  label  will  say  "Made  in  Sri  Lanka." 
That's  because  in  1992  the  late  Sri  Lankan 
President  Ranasinghe  Premadasa  issued  an 
edict  outlining  the  steps  his  nation's  garment 
factories  would  take  to  compete  with  other 
Asian  producers.  A  top  priority:  In  a  country 
with  only  one  phone  line  for  every  200  peo- 
ple—among the  lowest  ratios  in  the  world— Pre- 
madasa required  that  every  factory  have  two: 


where  the  hot 
markets  are 
now  and 
where  they'll  be  in 
the  future.  All 
that's  left  is  to  fig- 
ure which  of  the 
world's  phone  com- 
panies will  land 
where.  When  the 
global  free-for-all 
ends,  today's  big 
carriers  may  still 
be  on  tap— alone  or 
in  alliances  that 
will  make  them 
telecom  titans. 


>  \ 


COMPETITION  IS  RAMPANT: 
A       HOT  SPOTS  AROUND 
p  THE  WORLD 

<  I  U.S.  AND  BRITAIN  The  two 

1  CANADA  Long  distance  was  j   most  open  markets  in  the  world, 

WESTERN  Ls 
EUROPE 


31.9% 


ITALY  A  massive  restructuring 
combined  all  phone  networks 
into  one,  Telecom  Italia. 


opened  to  competition  July 

NORTH 
AMERICA 


MEXICO  Long-distance 
competition  will  start  in  1996. 


CHILE  Competition  started 
this  year  in  both  local  and 
long-distance  service. 


soim 

AMERICA 


3.8% 


/ 


ARGENTINA  The  two 

privatized  carriers  have 
significant  foreign  ownership. 


SPAIN  Although  exempt  frorr 
the  EU's  mandate  for  voice-line 
competition  by  1998,  Spain  scs 
it  is  willing  to  meet  the  deadlim 


AFRIC 
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[rood  measure  of  the  globalized  economy  is 
>xplosion  in  international  phone  traffic, 
seas  calling  hit  47  billion  minutes  last  year, 
om  23  billion  in  1988,  according  to  the 
national  Telecommunication  Union  (ITU), 
each  minute  worth  about  one  U.  S.  dollar 
5  world's  carriers,  that's  a  nice  business  to 
|  International  calling  has  been  the  fastest- 
ing  segment  of  the  telecommunications  in- 
y  for  a  decade  and  will  continue  to  be: 
TU  estimates  that,  as  voice  and  data  net- 
3  expand  to  reach  millions  of  new  subscrib- 
nd  deliver  more  services  to  existing  ones, 
les  will  hit  80  billion  to  100  billion  min- 
per  year  by  2000. 

rANT  drumbeat.  To  serve  this  massive  mar- 
ine telecommunications  industry  is  taking 
lew  form.  An  era  of  global  business  and  glo- 
>mpetition  calls  for  carriers  that  can  pro- 
dobe-circling  services.  "I  don't  want  to  have 
k  to  a  bunch  of  different  ptts  around  the 
,"  says  William  Donovan,  vice-president  of  na- 
tion technology  for  shipping  giant  Sea-Land 
ce  Inc.  "I  don't  want  to  have  to  go  to  one 
:r  in  one  country  and  a  second  in  another 
tecause  it  doesn't  have  a  presence  there." 
e-stop  shopping  is  only  the  start.  From  Par- 
is to  Beijing,  businesses  also  are  de- 
manding  state-of-the-art  technology  and 
reasonable  prices— and  they  have  an 
idea  of  how  to  get  it:  In  the  U.  S.  and 
Britain,  nations  that  have  gone  the 
furthest  in  throwing  off  antiquated 
regulations,  businesses  see  that  com- 


petition has  improved  service  and  cut  costs. 

So  liberalization,  deregulation,  and  privatiza- 
tion are  the  watchwords  du  jour.  "The  customer 
is  leaving  regulators  with  little  choice,"  says 
Lehman  Brothers  Inc.  analyst  Marianne  G.  Bye. 
"Some  countries  are  moving  toward  free  and 
open  markets  a  lot  slower  than  others,  but  they 
are  all  moving." 

Phone  companies,  too,  have  little  choice:  Glo- 
bal competition  is  hitting  them  as  hard  as  their 
customers.  Even  where  governments  still  main- 
tain protective  barriers,  the  market  is  finding 
ways  to  skirt  them.  Around  the  world,  busi- 
nesses avoid  high  tariffs  on  outbound  internation- 
al calls  by  using  call-back  services,  which  re- 
route overseas  calls  so  that  they  originate  in 
the  U.  S.,  cutting  costs  by  as  much  as  70%.  Cel- 
lular phones  are  also  grabbing  business.  "Wire- 
less provides  an  opportunity  for  different  opera- 
tors to  offer  packages  that  provide  the  same 
services  as  the  monopolies,"  says  Pekka  Ala- 
Pietila,  president  of  Nokia  Mobile  Phones. 

Alternative  suppliers,  and  a  constant  drum- 
beat for  better  service  by  customers,  are  con- 
vincing national  carriers  that  it's  worth  giving  up 
monopoly  protection  in  return  for  freedom  to 
compete.  From  the  U.  S.  regional  Bell  operating 
companies,  which  are  seeking  to  offer  long  dis- 
tance, to  Telekom  Malaysia,  which  is  looking  to 
build  an  information  superhighway  in  Kuala 
Lumpur— all  are  clamoring  for  the  right  to 
stretch  beyond  government-de- 
fined boundaries. 

In  the  process,  an  unprece- 


VNY  It  will  have  to  push 
3tion  if  Deutsche  Telekom 
.S.  alliance  with  Sprint. 


7 


RUSSIA  AND 
EASTERN  EUROPE 


DISTRIBUTION  OF  TELEPHONE 
LINES  BY  CONTINENT-1992 

REGIONS  SCALED  TO  NUMBER  OF  PHONE  LINES 


DATA:  TELEGEOGRAPHY  INC 

CHINA  The  world's  most  pop- 
ulous nation  plans  to  add  80 
million  lines  over  the  next  decade. 


9.7% 


MIDDLE 
EAST 


A. 

EM 


ASIA 


8.7% 


JAPAN  Long  distance  is  wide 
open,  but  NTT  still  has  a  local 
calling  monopoly. 


S 


THAILAND  The  government 
licensed  two  competitive 
operators  in  1 990. 


THE  PHILIPPINES  The  gov 

ernment  divided  the  country 
into  1  1  districts  and  awarded 
competitive  licenses  in  each. 

AUSTRALIA  & 
NEW  ZEALAND 


1.8% 


DEGREES    OF  DEREGULATION 


VERY 


SOMEWHAT 


MOVING  TOWARD 


STILL  CLOSED 


TELECOM 
TITANS 


ATT:  PICKING 
ITS  TARGETS 

As  the  world's 
largest  interna- 
-rsssr-  tional  carrier, 
at&t  is  guaranteed  a 
place  at  the  head  table 
of  telecommunications' 
global  feast.  It's  the 
only  phone  company 
that  manufactures 
equipment.  It  owns  a 
major  computer  subsid- 
iary. Once  its  pending 
acquisition  of  McCaw 
Cellular  Communica- 
tions Inc.  is  complete, 
it  will  operate  the  larg- 
est U.S.  cellular  net- 
work. And  it  has  a  60% 
share  of  the  U.  S.  long- 
distance market. 

AT&T  doesn't  need  to 
figure  out  how  to  ex- 
pand its  global  reach- 
just  where  to  focus  it. 
"The  biggest  challenge 
for  us  is  to  pick  the 
right  opportunities  for 
investment,"  says 
Chairman  Robert  E. 
Allen.  In  that  respect, 
being  the  biggest  can 
be  a  drawback:  AT&T 
has  found  that  most 
phone  companies  don't 
relish  playing  junior 
partner.  So,  instead  of 
formal  alliances,  it  has 


1993  REVENUES 

$67.16  BILLION 

formed  WorldPartners 
Assn.,  a  loose  coalition 
of  carriers  offering  cor- 
porate customers  com- 
patible data  and  voice 
services.  Other  mem- 
bers include  Japan's 
KDD,  Singapore  Tele- 
com, Telecom  New  Zea- 
land, Australia's  Tel- 
stra, Hong  Kong  Tele- 
com, and  Unisource,  an 
alliance  of  Scandinavian 
phone  companies. 


DATA.  BUSINESSWEEK,  LEHMAN  BROS 
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BT-MCI: 
POWERING 


UP 


MCI 


The  combina- 
tfT      tion  of  mci 
Wf  Communica- 
tions Corp.  and 
British  Tele- 
communica- 
tions PLC  certainly 
looks  formidable  on  pa- 
per. Once  BT  completes 
its  purchase  of  a  20% 
stake  in  the  No. 2  U.S. 
long-distance  carrier 
for  $4.3  billion,  the  first 
telecom  mega-alliance 
will  be  unleashed.  The 
two  plan  to  pour  $1 
billion  into  a  joint  ven- 
ture offering  around- 
the-world-network  ser- 
vices to  international 
corporations. 

BT  is  the  larger  part- 
ner by  far,  with  $21  bil- 
lion in  revenues  last 
year  vs.  MCl's  $11.9  bil- 
lion. It  carries  90%  of 
the  phone  traffic  in 
Britain,  home  to  14%  of 
the  world's  multination- 
als. MCI,  with  20%  of 
the  U.S.  market,  is  a 
scrappy  competitor 
known  for  innovative 
marketing.  It  has  a  $2 
billion  plan  to  build  a 
local  phone  network  in 
200  U.  S.  cities  (to 


1993  COMBINED  REVENUES 

$32.9  BILLION 

snag  corporate  traffic), 
an  alliance  with  Cana- 
dian long-distance  carri- 
er Stentor,  and  a  joint 
venture  in  Mexico  that 
plans  to  start  a  long- 
distance service  there 
in  1996.  But  BT  and  MCI 
must  smooth  out  cultu- 
ral an  !  corporate  dif- 
ferences. And  they 
need  an  Asian  partner 
to  match  AT&T's  clout 
in  the  region. 


dented  free-for-all  is  redrawing  the  telecommuni- 
cations map.  Carriers  everywhere  are  pushing 
overseas.  "The  guiding  principle  in  the  telecom- 
munications industry  right  now  is  to  grab  terri- 
tory," says  Baring  Securities  Ltd.  analyst  Mi- 
chael Jeremy. 

Eventually,  this  could  trigger  massive  consol- 
idation and  create  an  industry  grouped  around 
four  or  five  superpowers.  The  list  will  almost 
certainly  include  AT&T;  the  alliance  of  British 
Telecom  and  MCI;  the  Sprint-Deutsche  Telekom- 
France  Telecom  team;  and  Japan's  NTT  (tables). 

In  the  meantime,  it's  every  telephone  com- 
pany for  itself:  Nynex  Corp.  is  building  a  ca- 
ble-TV system  in  Thailand  that  will  also  carry 
phone  calls.  Telefonica  de  Espaiia,  Spain's  state- 
owned  carrier,  is  paying  $2.(32  billion  for  a  35% 
stake  in  two  Peruvian  phone  companies.  A  Sin- 
gapore Telecom  affiliate  is  building  a  network  in 
Manila's  financial  center.  Tele  Danmark  paid  $7.8 
million  for  a  stake  in  two  Hungarian  phone  com- 
panies. AT&T  is  helping  to  run  a  phone  system  in 
Ukraine,  GTE  Corp.  is  building  a  cellular  net- 
work in  Argentina,  and  Sprint  Corp.  bought 
25%  of  a  Canadian  long-distance  carrier.  "In  the 
1990s,  the  vast  pools  of  national  telecommunica- 
tions traffic,  once  a  country's  patrimony  as  much 
as  its  forests  or  its  mines,  have  become  the  sub- 
ject of  fierce  multinational  bidding,"  says  Grego- 
ry C.  Staple,  head  of  the  Washington-based  con- 
sultancy TeleGeography  Inc. 
bourse  darlings.  At  the  same  time,  state-con- 
trolled phone  companies  are  moving  to  private 
ownership.  Over  the  next  two  years,  at  least  36 
nations  will  sell  stock  in  all  or  part  of  their  nation- 
al carriers,  an  amazing  rush  to  market  considering 
that  in  1993  only  17  international  carriers  had 
any  private  ownership.  The  trend  is  making  tele- 
com the  hottest  sector  on  bourses  everywhere. 
Last  year,  for  example,  investors  in  most  Latin 
American  phone  stocks  doubled  their  money. 

Governments  also  realize  that  selling  the 
phone  company  is  about  the  easiest  money 
around.  British  Telecommunications  PLC,  the 
world's  fourth-largest  carrier,  brought  in  a  total 
of  $19.3  billion  from  three  separate  offerings 
that  started  in  1984.  Even  Denmark  raised  $1.2 
billion  when  it  sold  off  a  48%  stake  in  tiny  Tele 
Danmark  in  April.  Analysts  say  demand  drove 
the  stock  price  some  three  times  higher  than 
was  expected  for  the  $2.75  billion-a-year  carrier. 

Privatization  is  now  sweeping  Europe,  where 
the  European  Union  has  mandated  deregulation  of 
basic  voice  service  by  1998.  Last  year,  there  were 
just  three  publicly  traded  carriers 
in  Europe.  By  the  end  of  1995, 
11  others  are  scheduled  to  be  at 
least  partially  privatized.  Lehman 
Brothers  analyst  Evan  Miller  esti- 
mates that  the  offerings  could 
raise  as  much  as  $13  billion.  In 
1996,  says  Miller,  "we  could  see 
the  mother  of  all  privatizations— 
Deutsche  Telekom."  Deutsche 
Bundespost  Telekom  is  the  No.  2 
international  carrier,  with  reve- 
nues of  $35  billion  last  year. 
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Privatization  and  deregulation,  though,  dot 
guarantee  market  success.  "Companies  that  haF 
been  monopolies  for  years  find  it  very  hard) 
change.  We  certainly  know  that,"  says  Viclj 
A.  Pelsen,  executive  vice-president  in  charge; 
AT&T's  global  operations.  Even  if  they  suddei 
sprout  the  gene  for  competition,  most  small  c 
riers  lack  the  resources  to  succeed  on  their  01 
in  a  global  market. 

The  quick  solution:  Partnerships,  alliano 
and  mergers.  "You  really  can't  deliver  a  te 
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BlttlONS  OF  MINUTES  ESTIMATES 
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com  solution  to  a  multinational  company  wither 
partners,"  says  Peter  Kaliaropoulos,  head  of  UJf 
marketing  for  the  Australian  carrier  Telstra  Ct 
Australia.  Telstra  is  living  proof  of  that  tenet:f; 
belongs  to  seven  joint  ventures  or  consortium, 
including  AT&T's  WorldPartners,  a  loose  aligj 
ment  of  Asian  and  European  carriers  offeril, 
common  products. 

Phone  companies  everywhere  are  clamori^ 
to  pair  up  with  leading  U.  S.  loi- 
distance  carriers.  AT&T,  MCI,  at' 
Sprint  offer  global  partners  acc(> 
to  the  most  lucrative  telecom  m  - 
ket,  home  base  for  40%  of  tj 
world's  multinational  giants.  "lj> 
consortium  can  be  effective  wit- 
out  a  major  U.  S.  presence,  unk 
they  want  to  become  the  equiv 
lent  of  a  regional  airline  feede' 
asserts  Seth  D.  Blumenfeld,  grop 
executive  of  external  affairs  II* 
MCI  Communications  Corp. 


SPECIAL  RE)! 


alliances  can  be  much  easier  to  propose 
o  consummate.  "Egos  and  economic  self- 
it  always  get  in  the  way.  Mostly  egos," 
L  Brian  Thompson,  chairman  of  U.  S.  long- 
;e  company  LCI  International  Inc.  and  a 
•  MCI  executive.  He  and  everybody  else 
industry  are  carefully  watching  MCl's  deal 
a  20%  stake  to  British  Telecom.  The  two 
)  offer  voice  and  data  services  across  the 
to  corporations. 

MCI-BT  link,  as  the  first  mega-alliance  in 
telecommunications,  is  a  test  case  for  the 
t.  Both  BT  and  MCI  are  painfully  aware  of 


;H  VU  D1EN  THOA1  Dl  DONG 
LAR  MOBILE  TELEPHONE  SERVICE 


PrtMl  COW-  I*** 


[YNGHE  EA- 

STiC  CERAMICS  SHOP 


VIETNAM:  DESPITE  LOW  PER 
CAPITA  INCOME,  HANOI  IS 
ORDERING  300,000  FIBER- 
OPTIC PHONE  LINES  A  YEAR 


iks.  The  two  companies,  with 
tied  annual  revenues  of  $33 
,  have  been  careful  to  spell 
ho  gets  to  do  what  where, 
ill  oversee  marketing  of  the 
companies'  services  to  businesses  based  in 
restern  Hemisphere,  while  BT  will  be  in 
i  everywhere  else.  And  MCI  insists  it  will 
i  independent:  BT  has  agreed  not  to  in- 
:  its  stake  for  10  years,  even  if  it  were  al- 
to do  so  by  a  change  in  U.  S.  regulations, 
now  cap  direct  foreign  ownership  at  20%. 
ether  the  alliance  works  or  not,  it  has  in- 
I  MCl's  competitors  to  enter  similar  ar- 
ments.  Sprint  has  agreed  to  sell  20%  of 
ick  to  Deutsche  Telekom  and  France  Tele- 
vhile  AT&T  has  formed  WorldPartners. 
I  everyone's  waiting  to  see  what  Japan's 
STT  will  do.  It's  currently  shackled  by  reg- 
y  constraints  that  bar  it  from  carrying 
ational  calls  and  force  it  to  keep  local  rates 
ially  low.  But  Japan  is  creeping  toward 


deregulation,  and  once  NTT  is  let  loose,  it  is  sure 
to  be  a  powerful  competitor— its  $3  billion  annu- 
al research  budget  alone  makes  it  a  star  attrac- 
tion. "All  the  global  alliances  are  knocking  on 
[NTT's]  door,"  says  Telstra's  Kaliaropoulos.  "They 
can  be  a  very,  very  key  player." 

Despite  these  telecom  titans,  the  free-for-all 
will  provide  opportunities  for  small  players,  too. 
The  global  market  could  very  well  wind  up  look- 
ing like  the  U.  S.  long-distance  market— in  which 
three  carriers  have  85%  of  the  traffic,  while  an- 
other 1,000  or  so  small  fry  make  good  money 
servicing  the  rest.  "Technology  is  no  longer  a 
barrier  to  entry  in  this  business," 
says  Gabriel  A.  Battista,  president 
of  Cable  &  Wireless  PLC's  U.  S.  op- 
eration. "Third-party  suppliers  with 
some  leased  lines  and  specialized 
software  could  easily  customize  ser- 
vices for  a  tiny  segment  of  the 
market  and  make  money  doing  it." 

For  the  moment,  telecommuni- 
cations does  seem  like  a  license  to 
print  money.  The  world's  carriers 
raked  in  $535  billion  in  revenues 
last  year.  The  average  net  profit- 
ability of  the  telecommunications 
industry  rose  from  10.5%  in  1988  to 
14.9%  in  1992,  says  the  ITU. 
crying  need.  Of  course,  profits 
could  drop  once  phone  companies 
feel  the  full  effects  of  competition. 
But  if  the  highly  deregulated  U.  S. 
long-distance  market  is  any  meas- 
ure, they  won't.  Soaring  calling  vol- 
umes have  enabled  U.  S.  carriers  to 
rack  up  record  revenues  and  prof- 
its, despite  a  63%  drop  in  the  aver- 
age price  paid  per  minute  over  the 
past  decade. 

Around  the  globe,  exploding  de- 
mand should  keep  profits  healthy. 
Industrialized  nations  are  using 
more  phone  time  each  year,  con- 
ducting business  by  voice,  fax, 
computer  network,  and,  soon,  via 
videoconferencing  and  other  multi- 
media methods.  The  rest  of  the 
world  simply  needs  more  phones. 
The  ITU  says  71%  of  the  world's 
phone  lines  are  located  in  countries 
with  only  15%  of  the  people.  In 
Latin  America,  only  7%  of  the  population  has  ac- 
cess to  a  phone  line.  In  most  of  Asia  and  Africa, 
it's  more  like  1%.  In  the  U.  S.,  though,  it's  56%. 

Throughout  the  developing  world,  govern- 
ments are  recognizing  what  Sri  Lanka  grasped: 
A  modern  telecommunications  infrastructure  is 
essential  for  economic  progress.  In  the  former 
Soviet  Bloc,  Hungary  is  jump-starting  its  de- 
crepit phone  system  by  licensing  three  cellular 
carriers,  with  the  idea  that  they  will  get  phones 
to  a  demanding  populace  now,  while  the  newly 
privatized  national  carrier  works  on  a  long-term 
network  upgrade.  Vietnam  is  another  good  exam- 
ple: Despite  a  per  capita  income  of  $220  a  year, 
Hanoi  is  ordering  300,000  fiber-optic  phone  lines 
a  year,  routed  by  advanced  digital  switches. 
Leap-frogging  to  the  latest  technology  could  give 


THREE-HORNED 
THREAT 

If  this  mega- 
alliance  goes 
through,  it 
could  lock  up 
^  a  major  seg- 
ment  of  the 
i  sZZZf  European 

J  market. 
Deutsche  Bundespost 
Telekom,  Germany's 
state-owned  phone 
monopoly,  is  the 
biggest  international 
carrier  in  Europe  and 
the  second-largest  in 
the  world,  with  France 
Telecom,  another  na- 
tional monopoly,  right 
behind  it.  The  two 
have  a  joint  venture  to 
service  corporate  cus- 
tomers; In  June,  they 
agreed  to  bring  Sprint 
Corp.  on  board,  paying 
$4.2  billion  for  a  20% 
stake  in  the  U.  S.  long- 
distance carrier. 

Sprint  wins  big.  A 
distant  third  in  the 
U.  S.,  it  gets  an  inside 
track  on  French  and 
German  traffic.  And 
despite  it's  small  size 
compared  with  its  part- 
ners (Sprint  had  $11.4 
billion  in  1993  reve- 
nues, France  Telecom 

1993  COMBINED  REVENUES 

$69.4  BILLION 

$23  billion,  Deutsche 
Telekom  $35  billion), 
the  three  will  split 
equally  any  European 
business  outside  of 
France  and  Germany. 
Finally,  Sprint  gets  a 
50%  stake  from  traffic 
in  the  rest  of  the 
world.  One  catch.  The 
U.  S.  is  likely  to  delay 
the  deal  until  France 
and  Germany  open 
their  phone  markets. 


:port 
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TELECOM 
TITANS 


NTT:  800-LB. 
GORILLA 

©Japan's  Nippon 
Telegraph  & 
Telephone  is 
The  Shadow  of  the  glo- 
bal telecommunications 
scene.  No  one  knows 
where  it  will  go,  but 
once  it  moves,  it's  sure 
to  have  a  huge  impact. 
For  sheer  bulk,  it  out- 
classes all  other  car- 
riers. With  a  well-pro- 
tected monopoly  on 
local  calls  in  Japan,  the 
company's  revenues 
reached  $60  billion  last 
year.  Its  market  capi- 
talization tips  the 
scales  at  $129  billion, 
and  with  232,000  em- 
ployees, it's  among 
the  world's  largest 
companies. 

But  NTT  is  weighted 
down  with  regulatory 
shackles.  It  is  facing 
competition  in  the  par- 
tially deregulated  do- 
mestic long-distance 
market  and  is  barred 
from  carrying  interna- 
tional calls.  NTT  Presi- 
dent Masashi  Kojima  is 
agitating  for  freedom 
from  regulation:  If  he 
gets  his  way,  NTT's  co- 
pious cash  flow  would 

1993  REVENUES 

$60  BILLION 

allow  it  to  sink  billions 
into  partnerships.  It 
has  already  invested 
$80  million  in  an  Amer- 
ican wireless  carrier 
Nextel  Communications 
Corp.,  and  it  owns  20% 
of  a  Thai  phone  compa- 
ny. NTT  has  also  signed 
with  Microsoft,  Silicon 
Graphics,  and  General 
Magic  to  provide  mul- 
timedia services  in 
Japan. 


it  a  big  edge  in  attracting  business.  "Companies 
want  to  set  up  where  the  infrastructure  is  the 
best,"  says  Lloyd  Kubis,  Motorola  Inc.'s  regional 
director  for  Asia. 

There's  still  one  big  monkey  wrench  in  the 
works,  though.  Digital  technology  may  make  it 
possible  to  send  a  fax  halfway  around  the  world 
in  seconds.  But  government  regulations  can  stop 
the  transmission  dead.  In  many  places,  the 
wheels  of  deregulation  are  grinding  slowly.  "One 
of  our  biggest  problems  [overseas]  is  that  compe- 
tition is  still  not  prevalent  in  many  markets," 
says  AT&T  Chairman  Robert  E.  Allen.  "Coun- 
tries like  France  and  Germany  may  talk  about  it 
a  lot,  but  their  markets  are  still  closed  to  us." 
stow  progress.  Old  habits  are  hard  to  break. 
Ever  since  the  invention  of  the  telephone,  the 
nations  of  the  world  have  grown  accustomed  to 
controlling  the  way  the  instrument  is  used, 
owned,  and  profited  by.  State-owned  phone  com- 
panies, service  monopolies,  and  artificially  high 
tariffs  have  slowed  the  im- 
plementation of  affordable, 
advanced  telecommunications 
in  all  but  a  few  countries. 

But  the  high  rates  and 
slow  technological  progress 
that  are  the  hallmark  of 
state-owned  carriers  are  now 
too  taxing  even  for  advanced 
economies.  Companies  in 
France,  Germany,  and  Spain 
find  it  hard  to  compete  when 
their  phone  bills  are  15%  to 
50%  higher  than  those  of 
U.  S.  rivals.  "Competition  in 
telecommunications  is  today 
more  urgent  than  European 
monetary  union,"  says  Bruno 
Lambroghini,  head  of  re- 
search and  strategy  at  Oli- 
vetti, one  of  Europe's  largest 
companies.  "Ask  industry 
which  they  prefer.  Industry 
is  demanding  a  level  playing 
field  in  teleeoms  above  all." 

It's  easy  to  see  why.  A 
company  doing  business  in  Bonn  spends  an  aver- 
age of  $1,240  per  month  on  telephone  calls,  while 
its  London-based  competitor  spends  only  $687, 
according  to  one  industry  study.  A  British  survey 
found  that  in  Germany  the  high-speed  leased 
lines  favored  by  businesses  cost  five  times  the  go- 
ing rate  in  the  U.  S.  and  twice  the  British  aver- 
age. Telecom  fees  for  an  international  bank  head- 
quartered in  Frankfurt  can  equal  30%  of  revenues, 
twice  the  amount  a  similar  bank  in  New  York 
shells  out,  the  study  found.  That  can  make  the  dif- 
ference between  a  successful  global  competitor 
and  a  loser. 

European  businesses  are  mad  as  hell  and  aren't 
taking  it  any  more.  Some  of  the  continent's  larg- 
est companies  have  banded  together  to  press  the 
EU  for  faster  liberalization.  A  separate  group  of  30 
large  European  companies,  including  Rank  Xe- 
rox, Philips  Electronics,  and  ICI,  is  taking  matters 
into  its  own  hands.  It  has  hired  a  consortium 


ROBERT  ALLEN:  AT&T'S  CHIEF  CAN'T  WAIT  TO 
MOVE  INTO  CHINA  BUT  COMPLAINS  THAT,  EVEN 
NOW,  FRANCE  AND  GERMANY  REMAIN  CLOSED 


composed  of  British  Telecom,  AT&T,  and  se\| 
smaller  carriers  to  develop  a  private  trans-El 
pean  network.  With  combined  billings  of 
$2  billion  a  year,  the  group's  defection  wil 
sorely  felt  by  the  region's  national  operal 
"Any  country  with  its  head  screwed  on  right 
advance  the  pace  of  deregulation  [before  19 
says  BT  Chairman  Iain  D.  T.  Vallance.  "The  a 
native  is  to  fall  further  and  farther  behind." 

Europe,  in  other  words,  can  no  longer  af 
to  pay  lip  service  to  liberalization.  While 
European  Union  has  ordered  competition  in  1 
voice  services  by  1998,  it  hasn't  decided  w 
competitors  can  start  building  their  own 
works.  Says  U.  S.  Federal  Communications  C 
mission  Chairman  Reed  Hundt:  "Europe 
been  a  laggardly  convert  to  privatization 
remains  a  laggardly  skeptic  of  liberalization 
Not  for  much  longer.  The  state-owned 
riers  will  soon  be  surrounded.  Utilities, 
roads,  and  cable-TV  companies  are  all  propo 
to  develop  phone  service: 
Britain,  the  electric  indu 
strung  up  phones  lines 
tween  its  pylons  to  f 
the  country's  third-larj 
long-distance  network, 
the  Continent,  Europe's 
ways  are  planning  a  sin 
network. 

The  regulators  are  be 
ning  to  get  the  message 
Germany,  one  of  Euro 
most  notorious  deregula 
laggards,  government  m; 
ters  and  industry  execut 
are  preparing  to  discus 
faster  timetable  for  tele' 
liberalization  at  a  Sept 
meeting— in  preparation  t 
similar  meeting  of  Europ 
telecommunications  minis 
a  week  later.  German  P 
&  Telecommunications  Mi 
ter  Wolfgang  Botsch  just 
nounced  that  he  is  inclinei 
end  Germany's  infrastruct 
monopoly  in  1998,  when  the  voice-service  moi 
oly  expires.  Once  Germany  goes,  so  goes 
continent:  Since  it  is  the  largest  economy!: 
far  in  the  EU,  the  other  member  nations  p 
likely  follow  its  lead. 

watching  Washington.  It  is  a  sharp  turnaron 
for  Germany:  The  Posts  &  Telecommunicate 
Ministry  had  resisted  the  EU  on  telecom  deni 
lation  for  years.  Why  the  change?  Deutsp 
Telekom  itself  wants  to  be  free  of  burdensdi 
regulations.  For  one  thing,  its  proposed  allia^ 
with  Sprint  may  not  go  through  unless  the  If 
wrings  some  concessions  from  Germany  to  aft 
outside  competitors.  For  another,  the  Gerri 
carrier  could  soon  be  up  against  a  powerful! 
side  competitor:  A  consortium  led  by  DeutsJ 
Bank  and  Mannesmann,  a  leading  industrial  it 
glomerate,  plans  to  lay  private  phone  lines  I 
bypass  Deutsche  Telekom  altogether.  The  caf 
er  can  ill  afford  to  lose  its  German-based  mi 
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SPECIAL 


Personal  Empowerment 
WthoutThe  Long  Boring  Seminar. 


Y 


our  choice:  Sit  for  hours  in  a  stuffy  room  and  And  to  give  you  the  confidence  to  exercise  all 

listen  to  the  latest  empowerment  guru  drone  on.  this  power  and  control,  the  interior  of  the  Lexus  GS 


is  designed  to  keep  your  body  comfortable  and  your 
listen  to  the  purr  of  its  24-valve  in-line  six  engine.  attention  focused  on  the  road  ahead. 


Not  only  is  our  way  decidedly  quicker,  it 


arguably  lets  you  take  greater  control  of  matters. 


So,  you  see,  empowerment  is  as  simple  as 


calling  us  at  800-USA-LEXUS  for  the  name  of  the 


That's  because  the  GS  features  a  very  refined      a    Lexus  dealer  nearest  you.  It  could  be  the  beginning 


double-wishbone  suspension,  gas-pressurized 
shocks  and  vehicle-speed-sensitive  steering. 
Its  response  is  sure,  whether  you're  cornering  in 
t raffle  or  meandering  down  a  country  road.  i 


of  a  long  relationship.  Long,  but  certainly  not  boring. 


The  Relentless  Pursuit  ( )j  Perfection. 


©1994  Lexus,  A  Division  Of  Toyota  Motor  Sates,  U.S.A..  Inc.  hnus  remuuh  urn  to  near  seat  lirlh  unit  ohei  all  speed  laws.  For  more  infai  malum,  rait  Hill)-H72-5:i98. 


nationals  at  a  time  when  it  is  laying  the 
groundwork  for  its  own  place  at  the  top 
of  the  global  telecommunications  heap- 
through  its  alliance  with  Sprint. 

Besides,  Deutsche  Telekom  need  only 
look  at  Europe's  own  test  case  on  liberal- 
ization to  calm  any  fears  it  may  have. 
Britain  privatized  British  Telecom  in  1984. 
It  is  arguably  the  most  open  telecom 
market  in  the  world  (sidebar),  but  BT 


still  carries  90%  of  Britain's  phone  traffic 
and  is  flourishing:  fiscal  1994  profits  rose 
40%,  to  $4.2  billion.  Deutsche  Telekom, 
by  comparison,  has  had  losses  three  years 
in  a  row,  including  $1.85  billion  last  year. 
"I  don't  mind  swapping  a  monopoly  for  a 
highly  liberalized  market  where  our  share' 
is  a  'horrible'  60-80%,"  says  Deutsche 
Telekom  Chairman  Helmut  Ricke. 

The  world's  phone  companies  are  also 


keeping  a  close  watch  on  the  U 
which  is  about  to  embark  on  a  bold  ij| 
chapter  in  its  own  liberalization.  C 
gress  is  expected  to  pass  a  bill  by  e; 
next  year  that  will  open  up  local 
long-distance  markets.  The  seven  B 
Bells  will  be  able  to  offer  interstate 
vices,  while  AT&T  and  its  long-dista 
competitors  will  get  to  own  local  l 
works.  Cable-TV  operators,  wireless-c 


0 


THE  SPARRING  MATCH  BEING  FOUGHT  IH  BRITAIN 


■  t  was  door-to-door  combat.  Faced 
I  with  losing  thousands  of  customers 
■  a  month  to  a  cable  company  selling 
TV  and  phone  service,  British  Telecom- 
munications PLC  sent  1,000  managers  to 
Bristol  this  summer  to  knock  on  doors 
and  offer  special  deals.  But  the  plan 
may  have  backfired.  The  cable  outfit, 
United  Artists  Communications  Inc., 
says  it's  adding  3,000  phone  custom- 
ers a  month— up  50%  since  BT's  push. 

Welcome  to  Britain,  the  land  of  tele- 
communications dereg- 
ulation—and a  warmup 
for  the  global  telecom 
free-for-all.  Since 
throwing  its  market 
wide  open  in  1991, 
Britain  has  licensed 
146  companies  to  sup- 
ply every  form  of 
service.  It's  the  first 
country  to  allow  com- 
petition in  local  phon- 
ing and  the  first  to  al- 
low TV  and  telephone 
over  the  same  wires- 
luring  experimenters 
from  across  the  world. 
"We're  learning  how  to 
build  the  Information 
Highway  here,"  says 
Eugene  Connell,  CEO  of 
Nynex  Corp.'s  British 
cable  unit. 

The  result  of  all  this  experimenta- 
tion? Faster  deployment  of  new  tech- 
nologies, a  giant  prod  to  BT  to  improve 
service  and  lower  prices,  and— above 
all— freedom  of  choice.  "The  kind  of 
problem  the  telecom  manager  faces 
now  is  a  bewildering  choice  of  services 
and  providers,"  says  David  Harring- 
ton, director-general  of  the  Telecom- 
munications Managers  Assn. 

Just  10  years  ago,  Britain's  telecom- 
munications was  BT,  period— a  slug- 
gish state  monopoly.  Privatization  in 
1984  was  followed  by  a  seven-year  du- 
opoly with  Mercury  Communications 
Ltd.,  a  unit  of  Cable  &  Wireless  PLC. 


Now  startups  and  corporate  carpet- 
baggers have  opened  shop.  Energis, 
owned  by  12  regional  electric  compa- 
nies, offers  phone  service  over  a  2,000- 
mile  fiber-optic  network.  Ionica  L3 
Ltd.,  backed  by  Yorkshire  Electricity 
and  Telecom  Finland,  plans  to  use  cel- 
lular for  the  local  portion  of  customer 
calls.  An  international  mix  of  cable 
companies,  Baby  Bells,  carriers,  and 
media  outfits  are  here,  too.  Nynex, 
Britain's  No.  2  cable  operator,  has  in- 
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ON  THE  HORN  IN  LONDON:  TELECOM  EXPERIMENTERS  EROM  ALL  OVER  ARE  VYING  FOR  BUSINESS 


vested  $540  million  and  plans  to  spend 
up  to  $3  billion  by  1998.  Telia,  Swe- 
den's national  carrier,  arrived  this 
spring,  and  AT&T  is  on  the  verge  of 
getting  its  British  license. 

To  woo  customers  away  from  BT  and 
Mercury,  the  new  entrants  promise 
better  service,  up-to-date  technology, 
and  low  prices.  Energis  supplies  de- 
tailed calling  reports  for  business  cus- 
tomers. BT,  by  contrast,  still  does  not 
itemize  bills  for  most  of  its  custom- 
ers—and bills  them  only  once  every 
quarter.  Videotron  Corp.,  a  unit  of  a 
Canadian  cable-TV  operator,  is  offering 
a  system  that  carries  voice,  data,  and 
video.  In  February,  mfs  Communica- 


tions Co.  in  Omaha,  Neb.,  rolled 
Europe's  first  advanced  digital  switc 
The  competitors  haven't  grabbed 
lot  of  the  $18.6  billion  domestic  ca 
ing  market— yet.  The  cable  compani 
have  only  500,000  phone  lines,  vs.  Wi 
26  million.  But  BT's  share  of  the  re; 
dential  market  has  dropped  to  94 
from  nearly  100%  in  1991.  Some  26,0 
customers  a  month  are  switching 
the  cable  operators  and  John  Tyso 
an  analyst  at  Societe  Generale  Strau 
Turnbull  Securiti 
Ltd.,  predicts  that  tH 
upstarts  could  win  I 
to  35%  of  the  reside 
tial  market  by  2000.  ] 
business  markets,  Me 
cury  has  skimmed  tc 
corporate  account 
helping  pare  BT's  shai 
from  94%  to  88% 
three  years. 

HOBBLED  GIANT?  BT 

not  standing  still.  It 
stringing  more  fiber-o] 
tic  lines  and  has  cut  d 
mestic  rates  by  $54 
million  since  the  stai 
of  the  year.  New  phor 
lines  are  installed 
days,  not  weeks.  A: 
almost    all    BT  p 
phones  work;  durii 
the  duopoly,  something  like  6  out  of  1 
were  out  of  order  at  any  given  time. 

BT  is  also  pushing  for  relief  froi 
regulators  that  it  says  have  gone  to 
far.  Still  saddled  with  restrictions,  th 
phone  giant  claims  it  could  be  hand 
capped  in  the  global  telecom  fight.  "I 
the  U.K.,  the  government  has  positivt 
ly  discriminated  in  favor  of  new  er 
trants  no  matter  how  large  and  stron; 
they  are,"  complains  BT  Chairman  Iai 
D.T.  Vallance.  Of  course,  when  it  corn 
to  large  and  strong,  BT  is  hardly 
slouch:  Last  year,  it  rang  up  revenue 
of  $21  billion  and  posted  pretax  profit 
of  $4.2  billion. 

By  Julia  Flynn  in  Lonckr, 
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Irs  not  if 
our  PC  will  be  hit  by 
power  problems, 
if s  when... 


don't  have  the  time  for  power  problems 
your  PC?  Don't  worry.  They'll  always 
:he  time  for  you. 

e  question  is  not  if  a  power  problem 
:cur,  but  when.  Whether  due  to 


power  is  the  largest  preventable 
cause  of  computer  data  loss 


Source:  PCWeek 

Idodtwtw ) 

Power  Failure/Surge 
Storm  Damage 
Fire  or  Explosion 
Hardware/Software  Error 
Flood  &  Wacer  Damage 
Earthquake 
Network  Outage 
Human  Error/Sabotage 
HVAC  Failure 
Other 


mteiruptible  Power  Supplies  provide  instant  battery 
o  protect  your  data  from  loss  and  your  hard  drive  from 
Units  are  backed  by  up  to  $25,000  in  surge  protection 
e,  so  you  can  rest  easy  and  stay  productive  even  during 
t  storm. 


AFC 


household  appliances,  local  construction, 
poor  wiring,  bad  weather  or  even  other  office 
equipment,  power  problems  are  as  inevitable 
as  death  and  taxes. 

In  the  next  three  months, 
more  than  30,000,000  PCs 
will  be  hit  by  power 
problems... 

In  fact,  one  study  discovered  a  typical  PC 
is  hit  over  100  times  a  month,  causing 
keyboard  lockups,  hard  drive  damage,  and 
worse.  And  a  study  by  Bell  Labs,  found  that 
undervoltages  and  blackouts  represent  more 
than  85%  of  power  problems  likely  to  hit 
your  computer,  a  fact  which  leaves  standard 
surge  suppressors  powerless  to  protect  you. 

More  than  2,000,000 
satisfied  APC  users  won't... 

That's  why  you  need  instantaneous 
battery  backup  power  from  an  APC 
Uninterruptible  Power  Supply  to  prevent 
keyboard  lockups,  data  loss,  hard  disk 
crashes,  and  hardware  damage.  It's  even  been 
said  that  there  are  three  types  of  PC  users: 
those  who  have  lost  data  due  to  a  power 
problem,  those  who  are  going  to,  and  the 
more  than  2,000,000  satisfied  users  who  have 
protected  themselves  against  the  inevitable 
surge,  blackout  or  brownout  with  the  most 
reliable  UPS  they  can  buy...  APC. 

$25,000  worth  of  peace  of 
mind  starting  at  just $  I  1 9... 

Not  only  can  APC  protect  your  data.  We 
can  protect  the  investment  you've  made  in 


PC  World 

Top  20 
Upgrade 


"Don't  take 
chances.. .get  the 
ultimate 

protection...  from 

Aor  »»  d/~ia/  u 


your  hardware  as  well,  whether  it  be  386  or 
486,  Pentimum  or  PowerMac.  In  fact,  surge 
protection  performance  is  even  backed  by  up 
to  a  $25,000  Lifetime  Equipment  Protection 
Repair/Replacement  Guarantee. 

Ask  for  APC  at  your  computer  reseller 
today,  or  call  for  a  free  handbook.  Starting  at 
just  $119,  an  APC  UPS  is  serious  protection 
no  serious  computer  user  should  be  without. 


FREE  50-pg. 
PC  protection 
guide 


What  are  the  causes  and  effects  of  power 
problems?  The  most  common  power  protection 
mistakes?  Fax  for  your  free  handbook  today! 
Please  reference  Dept  R3. 

Name:  

Address:   


Phone:  

Brand  of  UPS  used: 


Number  of  PCs/Servers  to  be  protected: 


401-788-2797  fax 
PowerFax  Info  (800)  347-FAXX 


AMERICAN  POWER  CONVERSION 


munications  services,  and  low-powered- 
satellite  networks  will  be  nipping  away 
at  both. 

While  all  that  is  going  on,  the  Clinton 
Administration  is  pushing  hard  for  the 
telecom  industry  to  build  a  national  In- 
formation Superhighway  that  will  car- 
ry interactive  video  and  data  as  well  as 
voice.  That's  something  no  other  country 
is  even  close  to  developing.  "The  rest  of 
the  world  is  watching  the  U.  S.'s  infra- 
structure projects  even  more  closely 
than  the  telecom  legislation,"  says  James 
E.  Graf,  vice-president  for  government 
relations  at  BT's  North  American  opera- 


in  America  is  one  of  the  great  opportu- 
nities," says  GTE  Vice-Chairman  Michael 
T.  Masin.  "The  rate  of  growth  exceeds 
significantly  that  in  the  U.  S." 

Ditto  for  Asia  and  the  Pacific.  Many 
Asian  nations  resist  privatization  but  are 
opening  up  their  markets  to  additional 
service  providers,  often  foreign.  It  can 
be  a  great  deal  for  the  out-of-towners: 
Back  in  1990,  Ameritech  Corp.  paid  $1.2 
billion  for  a  50%  stake  in  Telecom  Corp. 
of  New  Zealand,  the  island's  main  earner. 
Even  after  selling  half  its  share— for  a 
$136  million  aftertax  profit— the  invest- 
ment is  still  worth  about  $1.2  billion. 


tions.  "The  world's  carriers  are  very 
concerned  that  it  will  position  the  U.  S. 
to  move  even  further  ahead  on  key  facil- 
ities and  services." 

latin  bonanza.  Meanwhile,  local  phone 
companies  in  the  U.  S.  are  pushing 
harder  than  ever  overseas.  Bell  Atlantic 
Corp.,  for  example,  has  made  over  $2.5 
billion  in  equity  investments  outside 
the  U.  S.  since  1990,  and  its  foreign  cel- 
lular-phone networks  cover  populations 
2/4  times  larger  than  its  domestic  sys- 
tems. GTE  generates  about  11%  of  its 
revenues  from  overseas  operations, 
most  in  South  America,  and  plans  to 
double  that  within  the  next  five  years. 
South  American  nations  have  been  lib- 
eralizing their  markets  at  a  head-spin- 
ning pace,  with  five  national  carriers 
privatizing  in  the  past  four  years.  Now, 
the  second  stage  is  under  way:  allowing 
in  competitive  carriers.  "We  think  Lat- 


Less-developed  Asian 
countries  are  even  more 
eager  for  foreign  invest- 
ment. With  only  25  mil- 
lion phone  lines  for  2.8  billion  people  in 
Asia's  underdeveloped  nations,  "a  new 
pragmatism  has  emerged,"  says  Tele- 
Geography's  Staple.  "Governments  gen- 
erally recognize  that  they  can't  leave  it 
up  to  [national  carriers]  to  bring  the 
network  up  to  speed."  It  doesn't  hurt 
that  the  World  Bank,  a  major  source  of 
telecommunications  infrastructure  fund- 
ing in  the  developing  world,  recommends 
open  markets. 

The  biggest  potential  prizes  in  Asia 
are  China  and  India— the  world's  two 
most  populous  countries,  with  the  lowest 
pe  letration  of  phone  lines.  Both  coun- 
tries have  ambitious  modernization 
plans.  In  1991,  India  said  it  wanted  to 
add  40  million  lines  by  the  end  of  the 


HUNGARY:  THE  LICENSING  OF  THREE 
CELLULAR  CARRIERS  MAY  HELP  JUMP- 
START  ITS  DECREPIT  PHONE  SYSTEM 


century,  at  a  projected  cost  of  some 
billion.  Beijing's  goal  is  even  grand 
China  says  it  will  allocate  $100  bill 
to  quadruple  its  phone  network,  to 
million  lines  over  10  years. 
china  dreams.  Getting  a  piece  of  this 
tion  may  not  be  easy.  More  than  60  i 
eign,  local,  and  joint-venture  firms  h 
submitted  proposals  to  help  India 
pand,  but  not  a  single  one  has  been 
cepted.  Nor  is  there  any  indication  wl 
they  will  be.  "And  nobody  among  us 
willing  to  wait  forever,"  says  a  New 
hi-based  executive  of  a  U.  S.  telecom  fit 
China  is  almost  as  bad.  The  powei 

 ;  ;  1  Ministry    of  Posts 

!  Telecommunications 
fighting  to  keep 
monopoly,  and  again, 
foreign  operators  hz 
been  licensed.  But,  as 
Europe,  the  customei 
beginning  to  force  the 
sue.  A  second  teleo 
network,  Liangtong  (C 
na  United  Telecommu 
cations  Corp.),  is  n 
being  formed  with  t 
backing  of  26  state 
dustries  and  the  ( 
governments  of  Beijii 
Shanghai,  and  Tianjin 
Liangtong  is  testi 
the  ban  on  foreign  inve 
ment  in  telecom  serv 
by  signing  a  "consult!! 
agreement  with  AT&T 
produce  equipment  loc 
ly.  Industry  executives 
Beijing  say  there 
now  indications  that  t 
foreign-equity  ban  m 
be  lifted  within 
months  or  a  year.  TI 
has  telecom  executh 
salivating.  As  AT&T's 
len  says:  "Next  to  Chi) 
all  other  opportunit 
around  the  world  pale 
By  now,  it  appears  that  nothing  c 
stop  the  Big  Mo  toward  liberalizatic 
The  only  question  left:  How  will 
telecommunications  map  be  configur 
once  the  dust  clears?  Any  guesses  ma 
now  wouldn't  be  very  reliable.  "If  ai 
one  can  tell  you  what  this  business  is  j 
ing  to  look  like  five  years  from  now 
want  to  find  out  what  they've  be 
smoking,"  says  Allen.  "I  certainly  do 
know,  but  I'm  sure  it's  going  to  be  fu: 
By  Catherine  Arnst  in  New  York,  w 
Gail  Edmondson  in  Paris  and  bure 
reports 
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SMILE,  MARCUS. 


've  grown  since  Marcus 
dman  opened  a  small  office  in 
/er  Manhattan  125  years 
>  -  from  a  local  provider  of 
irt-term  credit  to  a  global 
estment  banking  and  securities 
i.  Today,  our  name  is  on  the  door 


WORKING 
SINCE 
1869 


of  30  offices  in  17  countries.  We 
provide  our  clients  with  a  seamless 
link  to  market  information  and 
opportunities  in  every  major 
capital  market  around  the 
world.  When  leading  corporations, 
financial  institutions,  governments 


and  individuals  look  for  better  ways 
to  raise  or  invest  capital,  to  take 
part  in  emerging  markets 
or  to  manage  new  risks, 
they  look  to  Goldman  Sachs 
for  innovation,  judgment  and 
outstanding  service.  Although  our 


firm  has  changed  in  size  and 
scope,  our  focus  has  remained  the 
same.  In  our  1  25th  year,  as 
in  our  first.  Goldman  Sachs 
is  dedicated  to  putting  its 
clients'  interests  first.  We  know 
Marcus  Goldman  would  be  proud. 


Ten  classic  works  by  "our  most  enduring  ^ 
commentator  on  the  practice  of  management  and  the  IS 
economic  institutions  of  society." — Business  Week 
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"Peter  Drucker's  perceptions  of  the  trends  and  forces  at 
work  shaping  today  and  tomorrow  not  only  fascinate  and 
instruct  but  may  be  ignored  at  our  peril." 

— Walter  F.  Wriston,  Former  Chairman,  Citicorp 

"Any  book  by  Drucker  is  rewarding  and  it  is  impossible  to 
read  the  man  without  learning  a  lot." 

— Fortune 
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HarperBusiness 


Managing  for  the  Fiiiiin  is  published  by 
Truman  Talley  Books/Plume  Printing 
©1993,  (paperback) 
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OLDSTAR  is 

URNING  BRIGHT 


"EO  turned  the  company  upside  down — and  into  a  top  player 


was  only  five  years  ago  that  Gold- 
ar  Co.  was  in  deep  trouble.  The 
rgest  South  Korean  maker  of 
•ical  appliances  and  consumer  elec- 
ts had  seen  its  market  share  slip  at 
and  overseas,  as  product  quality 
meted.  Losses  piled  up,  margins 
md  costs  rose.  "If  we  continue  like 
we'll  go  bankrupt,"  wrote  an  impa- 
worker  in  the  company's  bulletin, 
day,  the  company  is  healthy  and 
nt.  Goldstar  is  selling  more  in  the 
ly  growing  Korean  market  while 
g  advantage  of  the  strong  yen  to 
rcut  Japanese  competitors  interna- 
lly. It  has  regained  its  No.  1  position 
orea  for  color  TVs,  refrigerators, 
washing  machines.  Globally,  Gold- 
has  emerged  as  a  powerful  chal- 
sr  in  the  fields  of  semiconductors 
liquid-crystal  displays.  And  it  has 
alliances  with  such  companies  as 
;h  Electronics  and  GE  Appliances 


that  will  give  it  a  boost  in  the  U.  S.  and 
Europe. 

The  central  figure  in  this  transforma- 
tion is  Lee  Hun-Jo,  62,  who  was  ap- 
pointed chief  executive  in  February, 
1989.  The  turnaround  is  typical  of  the 
metamorphosis  many  Korean  companies 
are  attempting.  They  are  grafting  more 
Western  management  techniques  onto 
sometimes  rigid  Confucian-style  hierar- 
chies. And  above  all,  they  are  attempt- 
ing to  move  up  the  ladder  from  labor- 
intensive  industries  to  battle  the  indus- 


"You  have  to  transform 
human  beings.  If  you  can't 
change  your  people,  you  can't 
change  your  organization" 


LEE  HAS  SHORED  UP 
QUALITY  AND  IS 
RELYING  ON  NEW 
ALLIANCES  WITH 
SEVERAL  HIGH-TECH 
POWERHOUSES 

trialized  world's  best 
technology  companies. 
"We  want  to  compete 
upward  toward  heav- 
en," jokes  Lee.  "To 
compete  downward  is 
hell." 

To  do  that,  Goldstar 
was  forced  to  shift  its 
management  from 
founding-family  auto- 
crats to  professionals 
such  as  Lee,  a  27-year 
veteran  of  the  Lucky 
Goldstar  group,  the 
larger  chaebol  to  which 
Goldstar  belongs.  Lee 
won  near-complete 
control  in  1991  when 
Chairman  Koo  Cha- 
Kyung  made  a  guar- 
antee of  autonomy  in 
writing  and  handed  it 
to  Lee  before  hun- 
dreds of  employees.  Under  the  arrange- 
ment, Lee  reports  to  Koo  only  twice  a 
year  on  the  company's  performance.  "I'm 
free  to  run  the  company  the  way  I 
want,"  he  says. 

brighter  neckties.  Lee  has  accomplished 
his  transformation  of  Goldstar— whose 
annual  sales  are  expected  to  reach  $6 
billion  this  year— in  part  thanks  to  rec- 
ommendations made  by  McKinsey  &  Co. 
But  Lee,  who  speaks  both  English  and 
Japanese,  is  also  benchmarking  his  com- 
pany against  the  likes  of  General  Elec- 
tric Co.  and  Motorola  Inc.  to  learn  about 
greater  flexibility  and  customer  orien- 
tation. All  these  changes  have  helped 
improve  the  company's  quality  record 
in  the  U.  S.,  where  a  poor  image  has 
hurt  its  sales. 

To  challenge  Goldstar's  hierarchical  cul- 
ture, Lee  sometimes  resorts  to  almost 
missionary-like  zeal.  "You  have  to  trans- 
form human  beings,"  he  says.  "If  you 
can't  change  your  people,  you  can't 
change  your  organization.  If  you  can't  do 
that,  you  can't  reach  your  goal."  Lee's 
desk  looks  like  a  librarian's— piled  with 
books  in  Japanese  and  English,  includ- 
ing Tom  Peters'  Liberation  Management. 

Reflecting  his  thirst  for  change,  Lee 
has  broken  with  the  tradition  of  conser- 
vative neckties  and  wears  more  brightly 
colored  ones.  He  also  refuses  to  sit  in  a 
designated  seat  of  honor  at  meetings, 
just  to  throw  managers  off  balance. 

Goldstar  under  Lee  has  come  a  long 
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way  since  the  summer  of  1989.  Labor 
disputes  were  spreading  in  all  four  of  its 
Korean  plants,  inflicting  $600  million  in 
losses.  Rather  than  taking  union  leaders 
on  as  antagonists,  Lee  sought  to  close 
the  communication  gap  by  revealing  as 
much  financial  information  about  the 
company  as  he  could.  He  gave  union 
leaders  the  unprecedented  right  to  visit 
him  at  any  time.  Even  rivals  acknowl- 
edge how  well  Lee 
managed  relations 
with  the  unions. 
"What  is  remarkable 
is  that  Lee,  who  rose 
to  the  top  under  the 
traditional  top-down, 
owner-driven  manage- 
ment, was  able  to 
wipe  out  whole  layers 
of  management  be- 
tween himself  and  the 
factory  workers,"  says 
one  executive  at  Sam- 
sung Electronics  Co. 
COOL  CABBAGE.  Having 
won  workers'  confi- 
dence, Lee  was  able 
to  carry  out  his  re- 
structuring. With 
McKinsey's  help,  he 
reorganized  Goldstar 
in  late  1992  into  nine 
strategic  business 
units  that  include  29 
operational  groups. 
Each  of  these  smaller 
divisions  has  a  multi- 
disciplinary  team  of 
designers,  engineers, 
factory  workers,  and 
marketing  people.  The 
idea  is  to  decentralize 
management  as  far 
down  as  possible,  en- 
couraging line  manag- 
ers, workers,  and 
salespeople  to  open  up 
the  lines  of  communi- 
cation among  them- 
selves. 

Another  challenge 
was  to  shake  up  the 
product-development  process.  In  the 
past,  in  a  bid  to  catch  up  with  the  Japa- 
nese, Goldstar  once  concentrated  on 
bringing  in  a  foreign  product  and  re- 
verse-engineering it.  Although  it  allowed 
for  some  technology  gains,  it  also  kept 
the  company  permanently  behind  the 
cutting  edge. 

So  Lee  took  what  was  seen  as  a  rad- 
ical approach:  He  let  the  engineers  out 
of  the  laboratories  and  into  the  market 
to  see  for  themselves  what  customers 
wanted.  That  resulted  in  a  refrigerator 
that  can  keep  Korea's  national  dish— 
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kimchi,  fermented  pickled  cabbage  or 
radishes— fresh  and  odorless  for  a  long 
time.  The  fridge  became  an  instant  hit, 
helping  Goldstar  regain  a  No.  1  position 
in  the  domestic  market,  which  it  had 
lost  to  Samsung  in  the  late  1980s. 

Now  that  Goldstar  has  regained  its> 
lead  at  home,  it  is  sharpening  its  focus 
overseas.  It  is  shifting  as  much  produc- 
tion as  possible  of  low-end  and  midrange 
products  to  countries 
such  as  China  and 
Vietnam.  Goldstar 
now  operates  14  over- 
seas plants,  including 
three  new  joint  ven- 
tures in  China.  The 
company  plans  to  in- 
crease the  share  of 
overseas  production 
from  the  current  10% 
of  sales  to  about  25% 
by  1997,  a  level  com- 
parable to  that  of  Jap- 
anese companies. 

In  North  America, 
the  company  has 
made  strides  both  in 
driving  down  manufac- 
turing costs  and  in  im- 
proving quality— by 
shifting  TV  assembly 
from  Huntsville,  Ala., 
to  Mexicali,  Mexico, 
near  San  Diego.  The 
combination  13-inch  TV 
and  VCR  made  there, 
called  a  tvcr,  is  one 
of  the  company's  hot- 
test-selling items  in 
the  U.  S.,  where  it  re- 
tails for  about  $329. 
Another  new  product 
winning  good  reviews 
is  a  VH8  playback 
deck,  which  allows 
fans  of  8mm  video  to 
edit  and  transfer  their 
home  movies  to  a  vhs 
format. 

Overall,  the  compa- 
ny's U.  S.  consumer- 
electronic  sales  of 
about  $1  billion  in  1993  are  growing  at  a 
torrid  17%  clip  this  year,  says  Jeffrey  P. 
Mullarkey,  vice-president  for  marketing  at 
Goldstar  U.  S.  Inc.  in  Englewood  Cliffs, 
N.  J.  Lee's  reforms  back  home  have  had 
a  "cascading  effect"  by  persuading  Gold- 
star factories  in  Korea  and  elsewhere  in 
Asia  to  work  more  closely  with  U.  S.  de- 
sign and  sales  units,  says  Mullarkey. 

In  high-technology  fields,  the  company 
is  relying  on  new  alliances  to  increase 
market  share.  In  1991,  it  took  5%  equity 
in  Zenith  Electronics  Corp.,  creating  a 
technology-development  partnership.  Suh 


'94 


Yoon-Won,  general  manager  for  Goldst 
alliance  coordination  team,  says  the  c< 
panies  are  developing  high-definition 
and  advanced  picture  tubes,  engaging 
a  two-way  flow  of  parts  and  technolo 

Similarly,  Goldstar  has  invested 
million  in  3DO  to  work  on  the  next  g 
eration  of  game  hardware,  and  it's  wc 
ing  with  Oracle  Corp.  to  develop  vid 
on-demand  set-top  boxes.  Goldstar 
also  tied  up  with  bigger  U.  S.  com 
nies:  It's  producing  and  marketing  wl 
goods  with  GE  Appliances  and  devel 
ing  new  operating  software  with 
In  all  these  alliances,  Lee  says  Golds 
is  trying  to  move  beyond  being  merel 
source  of  cheap  production  to  becom 
a  full  technology  partner. 

Of  course,  Goldstar  still  faces  big  e 
lenges.  The  biggest  single  risk  is  its  ef 
to  develop  thin-film  transistor  (TFT)  liq 
crystal  displays,  the  next  generation 
the  displays  used  in  laptop  comput 
and  many  electronic  devices.  The  com 
ny  plans  to  spend  $620  million  to  buil 
plant  in  Korea  for  making  these  10-i 
color  LCDs.  By  1997,  the  company  says 
output  will  reach  1  million  units  a  y< 
making  Goldstar  a  player  in  a  mar 
now  90%  dominated  by  Sharp  Corp. 
other  Japanese  makers. 
national  priority.  Goldstar  has  one 
portant  advantage  over  Japanese  c< 
petitors:  The  Korean  government  is 
hind  its  push  into  thin-film  displa 
Although  a  majority  of  the  funding  wc 
come  from  its  more  lucrative  wl 
goods,  the  company  can  count  on  finan 
support  from  the  government,  which  ( 
skiers  the  new  technology  a  national 
ority.  "They  are  just  as  capable  of  n 
tering  this  as  anyone  else,"  says  Josi 
Osha  of  Baring  Securities  (Japan)  Lt( 

While  its  LCD  effort  hasn't  yet 
off,  Goldstar  has  succeeded  agai 
heavy  odds  in  semiconductors.  Golds 
Electron  Co.,  of  which  Goldstar  o\ 
62%,  is  the  world's  lOth-largest  manu 
turer  of  dynamic  random-access  mem 
chips.  Goldstar  joined  hands  with  Jap; 
Hitachi  to  develop  and  market  1 
4-megabyte  dram  chips.  Today,  the  se 
conductor  company  has  a  5%  share 
the  world  memory-chip  market  and 
pects  net  profits  to  nearly  double  in 
next  two  years,  boosting  Goldstar's  ei 
ings  as  well. 

It's  all  a  far  cry  from  the  dark  day: 
1989.  Although  Goldstar  hasn't  establis 
itself  as  the  equal  of  Sony  or  Motorok 
has  made  enormous  strides.  And  eve 
Lee  achieves  only  a  fraction  of  his  gk 
aspirations,  it's  clear  that  Goldstar 
be  competing  upward  toward  heaven 
many  years  to  come. 

By  Laxmi  Nakarmi  in  Seoul,  with 
reau  reports 


Multiply  your  business  productivity  with  an  AT&T  Business  Phone 
System  and  Multimedia  Communications  Products.  And  skip  your 
payments  for  90  days?  Get  the  power  to  share  voice,  data,  and  video 
communications  with  anyone,  anywhere.  And  the  freedom  to  work 
how  you  want  to,  instead  of  how  you  have  to.  To  find  out  more, 
call  1  800  833-2233,  ext.  453  today.  Because  the  future  waits  for  no 
one.  And  this  lease  offer  ends  November  30. 


"Lease  offer  available  through  AT&T  Credit.  Subject  to  credit  approval 
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THE  EXPANDING  UNIVERSE 
OF  GLENN  JONES 


The  quirky  visionary  goes  where  no  cable  mogul  has  gone  before 


E 


mployee  meetings  at  the  Engle- 
wood,  Colo.,  headquarters  of  Jones 
Intercable  Inc.  are  hard  to  miss. 
"It's  the  sound  of  the  bagpipes,"  says 
Robert  Luff,  the  company's  former  chief 
technology  officer.  Summoned  by  kilted 
musicians,  employees  attend  "state-of- 
the-fleet  meetings." 

That's  fleet  as  in  spaceships,  reflecting 
the  founder's  fascination  with  the  sci- 
ence fiction  classic  Dune.  There's  also 
the  company's  Medallion  of  the  Alliance, 
awarded  to  employees  who  have 
achieved  the  rank  of  "dragon  slayer"  by 
beating  back  the  fire-breathing  challeng- 
es of  the  day. 

TRUE  NORTH.  To  the  uninitiated  it  may 
sound  less  like  a  day  at  the  office  than 
one  at  a  theme  park.  But  to  the  faithful 
at  Jones  Intercable,  the  nation's  sev- 
enth-largest cable  operator,  such  corpo- 
rate flamboyance  is  simply  testimony 
to  the  entrepreneurial  brilliance  of 
founder  Glenn  R.  Jones.  The  64-year- 
old  Jones,  a  onetime  bomb-disposal  ex- 
pert for  the  U.  S.  Navy,  is  known  as 
much  for  his  offbeat  enthusiasms  as  for 
making  his  $683  million-a-year  cable- 
television  empire  one  of  the  most  inno- 
vative in  the  industry.  "Glenn's  a  dream- 
er, and  sometimes  that  makes  him  seem 
a  little  different,"  says  Bill  Daniels,  a 
Denver-based  investment  banker  who 
specializes  in  cable  TV.  "But  his  dreams 
have  turned  out  pretty  well." 

Indeed,  driven  by  what 
Jones  calls  his  "own  North 
Star,"  his  company  was 
among  the  first  to  replace 
old-style  coaxial  cable  with 
high-performance  optical  fi- 
ber and  to  secure  a  Europ- 
ean beachhead.  Both  moves 
have  since  paid  huge  divi- 
dends. In  July,  Intercable  folded  its  six 
British  cable  franchises  into  a  company 
controlled  by  Bell  Canada  International 
Inc.,  getting  in  return  a  14%  stake  in 
Bell  Cablemedia  PLC,  Britain's  largest 
public  cable  and  telephone  company. 

Now,  Jones  is  again  pushing  the  fron- 
tiers. With  the  launch  of  tests  offering 
telephone  services  to  its  cable  customers 
outside  Washington  D.  C.  and  Chicago 
later  this  year,  Intercable  is  rushing  to 
become  the  first  cable  outfit  to  counter 


the  wave  of  telephone  companies  that 
are  moving  to  sell  video  services  over 
phone  lines.  And  Jones's  ties  to  Bell 
Canada  will  soon  grow  exponentially.  By 
yearend,  federal  approval  is  expected 
for  BCl's  December  agreement  to  pay 
up  to  $400  million  for  a  30%  stake  in 
Jones  Intercable.  The  deal  would  give 
Jones  access  to  bci  technology  he  needs 
to  expand  into  phone  and  data  services, 


ly  at  the  top  of  the  list,"  says  Sh 
Stover,  vice-president  at  cable  i 
Tele-Communications  Inc. 

The  son  of  a  Pennsylvania  coal  m 
Jones  labored  briefly  as  a  lawyer 
found  cable  TV  after  an  unsucces 
1964  run  for  Congress  as  a  Goldw 
Republican  left  him  $40,000  in  debl 
an  oft-repeated  story,  he  borrowed 
on  his  beat-up  Volkswagen  for 
downpayment  on  a  cable  system 
served  150  homes  in  Georgetown,  ( 
Borrowing  again,  he  bought  two  r 
systems. 

Then,  he  started  dreaming  bigge 
sat  down  and  figured  that  it  would 
$10  billion  to  cable  all  of  America,  a 
didn't  have  any  way  of  getting 
much,"  he  says.  So,  Jones  copied 
deals  common  in  oil  and  gas,  becor 
the  first  cable  operator  to  fin 


FIRST,  JONES  IS 
USUALLY  AT  THE 
TOP  OF  THE  LIST,' 
SAYS  AN 
EXECUTIVE  AT  TCI 


as  well  as  provide  the  muscle 
to  raise  up  to  $1.6  billion  to 
buy  new  cable  systems. 

Jones  has  long  excelled  at 
deft  management  of  cable 
systems.  Far  ahead  of  competitors,  he 
saw  the  advantage  of  building  systems 
in  close  regional  clusters,  concentrating 
on  upscale  suburban  areas  such  as 
Northern  Virginia  and  outside  Chicago. 
Clustering  cuts  down  on  administrative 
and  other  operational  costs.  Jones's  sys- 
tems are  also  among  the  most  techno- 
logically advanced,  with  fiber-optic  ca- 
bling beginning  ahead  of  the  pack  in 
1989.  "When  you  talk  about  vision  and 
getting  somewhere  first,  Jones  is  usual- 


growth  through  what  became  a  wit 
popular  vehicle,  limited  partnersh 
The  partnerships,  which  paid  fee: 
his  company  for  managing  cable 
terns  owned  by  investors,  shielded  J( 
from  heavy  debt.  As  rising  val 
brought  new  investors,  the  networi 
cable  systems  Jones's  companies  < 
or  manage  has  grown  to  55,  with 
million  subscribers. 

Today,  publicly  held  Jones  Interq 
and  its  sister  company,  Jones  Space 
Ltd.,  have  combined  revenues  of  $ 
million,  up  15%  from  $260  milliot 
1992,  while  the  partnerships  they  n 
age  have  revenues  of  $386  million.  I 
most  cable  operators,  however,  they 
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AT  TOYOTA,  we're  committed  to  building  in 
America.  In  fact,  almost  halt  the  Toyota 
passenger  vehicles  sold  in  America  are  built 
in  our  Kentucky  and  California  plants.  And 
over  the  last  five  years,  we've  increased  <>ui 


U.S.  made  parts  purchasing  fourfold,  to  over 
$4.6  billion  per  year.  From  our  manufacturing 
facilities  to  our  U.S.  research  and  design 
centers,  our  operations  here  provide  more 
than  IB, 000  direct  jobs  and  give  an  economic 
boost  to  communities  right  across  America. 


Camry   &  Avalon  manufacturing  plant,   Georgetown,  Kentucky. 


I  N  V  E  S  T  INC     IN     7  HE     THIN  C  S     W  E     A  /  /.     C  A  R  E     A  B  O  U  7  .  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900-B14,  New  York,  NY  10019. 
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money.  Intercable  and  Spacelink  togeth- 
er lost  $35  million  in  the  fiscal  year  end- 
ed in  May,  while  the  partnerships  lost 
$73.3  million. 

But  in  the  cable-TV  industry,  reported 
losses  matter  little.  Cable  companies 
have  enormous  capital  costs— and  the 
partnerships  are  designed  to  give  tax 
losses  to  investors.  More  important  than 
producing  earnings  has  been  Jones's 
ability  to  generate  cash  flow  needed  to 
fund  expansion  and  upgrade  systems 
with  fiber-optic  cable.  Still,  the  complex 
web  of  partnerships  and  the  relatively 
thin  trading  of  its  stock  have  hurt 
Jones's  tightly  controlled  public  compa- 
nies on  Wall  Street.  "It's  just  not  worth 
the  time  it  takes  to  understand  it,"  says 
Kidder,  Peabody  &  Co.  analyst  Alan 


Gould,  who  follows  one  of  Jones's 
partnerships. 

The  complexity  hasn't  hurt  Jones, 
however.  He  has1  amassed  a  fortune  es- 
timated at  more  than  $300  million  by 
holding  huge  blocks  of  both  Intercable 
and  Spacelink,  as  well  as  a  controlling 
stake  in  Jones  Space  Segment,  a  pri- 
vate company  that  generates  millions 
from  the  operating  companies  by  leasing 
satellite  transponder  space.  A  few  years 
back,  Jones  Intercable  also  paid  its 
chairman  $4.3  million  for  his  stake  in 
Jones  Galactic  Radio,  which  provides 
stereo  music  to  cable  subscribers,  while 
other  private  companies  owned  by 
Jones  provide  data  and  financial  servic- 
es and  arrange  deals  for  the  public  cable 
companies. 


Jones's  deal  with  bci  is  expectei 
simplify  the  structure,  giving  the  cor 
ny  more  allure  on  Wall  Street.  In 
cable  and  Spacelink  will  be  merged 
many  of  the  investment  partners 
bought  out.  Although  the  deal  will 
Jones's  personal  stake  in  the  mer 
companies  to  35%— he  currently  cont 
86%  of  Spacelink  and  48%  of  Intercal 
it  will  give  him  the  funds  to  go  shop 
for  more  cable  systems.  He'll  also  f 
more  money  into  his  longtime  infa 
tion,  Mind  Extension  University.  J( 
spent  $30  million  of  his  own  to  lav. 
the  seven-year-old  cable  univer; 
which  offers  college  courses  to  som< 
million  cable  homes. 

For  Jones,  a  voracious  reader 
employs  a  full-time  staffer  to  summa  Fj 


JONES'S 
JEWELS 


1993  PROFIT 
OR  LOSS  ► 

1993  REVENUE  ► 

DATA:  JONES  INTERCABLE 


JONES  SPACELINK* 


JONES  INTERCABLE* 


Controls  86%  of  operator  of 
cable-TV  systems;  manages 
cable  partnerships  with 
revenues  of  $41 .6  million 

►  -$10.4  million 

►  $166.9  million 

'Pending  merger  between  Spacelink  and  Intercable  followed  by  Bell  Canada  International's  acquisition  of  a  30%  stake  would  reduce  Glenn  Jones's  control  to  35%  of  combined  company  by  yean 


Controls  48%  of  cable  oper- 
ator; also  manages  cable 
partnerships  with  revenues 
of  $344  million 

►  -$25  million 

►  $132.4  million 


MIND  EXTENSION  UNIVERSITY 


Has  a  51  %  stake  in  this  pro- 
vider of  higher  education 
programming  received  in 
26  million  cable  homes 

►  Not  available 


JONES  SPACE  SEG 


Wholly  owns  this  pi 
company  that  lease: 
time  and  transpond 
other  Jones  compani 

►  Not  available 


►  $10.8  million  (estimate)        ►  $2.4  million 


The  Action. 


Slip  a  Philips  Digital  Video  Cartridge  into  a  Philips  Compact  Disc  Interactive  Player 
3«9  m°otoRR0LA     fCD-i).  "tour  television  comes  alive  with  full-motion  interactive  games,  educational 
and  music  videos,  even  movies.  And  you're  right  in  the  middle  of  the  action. 
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;  for  him,  education  is  a  mantra, 
le  insists  the  money-losing  Mind 
ision  University  is  also  a  business 
|  making;  he  is  currently  launching 
new  channels  with  courses  in  com- 
s,  foreign  languages,  and  health, 
les  plots  his  empire's  next  move 
a  building  just  outside  Denver  that 
signed  to  give  employees  a  grand 
of  the  Rocky  Mountains.  The  wa- 
1  in  the  atrium,  he  admits,  was  in- 
i  by  a  scene  from  Dune.  His  office 
includes  a  "war  room"  with  a  con- 
•f  TV  screens  and  electronic  devices 
would  do  the  Starship  Enterprise 
I 

question  about  it,  there  are  few 
executives  who  do  things  quite  like 
i  Jones.  Writing  as  "Yankee  Jones" 
series  of  books  he  has  published 
I  Briefcase  Poetry,  Jones  might  be 
talking  of  himself  in 
a  poem  entitled 
Entrepreneur:  "The 
dreamer  is  a  practi- 
cal man,  he  can  do 
things  no  one  else 
can."  And  now  he 
has  the  cash  to  turn 
more  of  his  dreams 
into  reality. 

By  Ranald  Grover 
in  Englewood,  Colo. 


STRATEGIES  I 


HOW  TO  ROPE  'EM 
WITH  PLASTIC 


Orioles  fan?  Penn  State  alum?  MBNA  has  a  card  for  you 


When  Texas  A&M  University 
fans  gather  at  Kyle  Field  for 
another  season  of  Aggie  foot- 
ball this  fall,  they'll  stock  up  on  pen- 
nants, jerseys,  and  other  souvenirs  pro- 
claiming their  fidelity  to  the  gridiron 
athletes.  But  this  year  at  the  College 
Station  stadium,  they'll  also  have  a 
chance  to  sign  up  for  a  very  different 
tribute  to  their  alma  mater:  a  Master- 
Card emblazoned  with  the  school's  ma- 
roon "T"  symbol. 

Sure,  wallets  are  already  thick  with 
plastic,  and  consumers  are  being  inun- 
dated with  credit-card  solicitations.  But 
appealing  to  school  spirit  to  find  new 
charge-card  customers  is  turning  out  to 
be  canny  marketing.  Thanks  to  "affinity" 
programs  such  as  the  one  it  offers 
through  Texas  A&M,  MBNA  Corp.  has  be- 
come the  fastest-growing  issuer  of  cred- 
it cards  in  the  nation,  with  some  14  mil- 


MBNA  "AFFINITY  CARDS": 
UPSCALE  MEMBERS,  FEWER  DEADBEATS 

lion  Visa  and  MasterCard  customers. 

College  football  fans  aren't  the  only 
ones  flashing  MBNA-issued  cards,  each 
customized  with  its  own  logo.  Among  the 
bank's  newer  clients:  members  of  the 
National  District  Attorneys  Assn.  and 


The  Hero. 


The  muscle  behind  the  Philips  Digital  Video  Cartridge  is  the  Motorola  MCD251  Full-Motion  Video 
Decoder.  It  creates  an  interactive  viewing  experience  of  heroic  proportions.  From  CD-i  players  to  remote 
controls,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 


MOTOROLA 

Microcontroller  Technologies  Group 
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fans  of  the  Baltimore  Orioles.  "We've 
gone  into  a  commodity  business  and  is- 
sued a  card  that's  not  a  commodity," 
says  Alfred  Lerner,  MBNA's  61-year-old 
chief  executive  and  the  bank's  biggest 
shareholder,  with  a  12.2%  stake. 

That  has  quietly  turned  the  once-tiny 
bank,  based  in  Newark, 
Del.,  into  a  powerhouse  in 
the  card  industry.  With  $16 
billion  in  loans  outstanding, 
its  bank-card  business  is 
second  only  to  Citibank's, 
with  $34  billion.  Its  earn- 
ings growth  has  been  stel- 
lar, too.  MBNA's  profits 
could  rise  27%  this  year,  to 
$264  million,  figures  ana- 
lyst Mark  T.  Lynch  of  Leh- 
man Brothers  Inc. 

SCREEN  TESTS.  MBNA  has 
been  the  leading  purveyor 
of  affinity  cards  since  it 
was  founded  in  1982  as  the 
credit-card  unit  of  mnc  Financial,  a  Bal- 
timore bank.  In  1991,  it  was  spun  off  in 
a  public  offering  to  raise  money  for  its 
parent,  which  was  ailing  from  the  real 
estate  downturn.  The  sale  was  part  of  a 
strategy  by  Lerner,  a  Cleveland  real  es- 
tate investor  and  a  big  mnc  shareholder, 


who  was  brought  in  to  rescue  the  bank. 
MNC  has  since  merged  with  NationsBank. 
Lerner,  who  spends  most  of  his  time  in 
Cleveland,  has  remained  CEO  of  MBNA. 
President  Charles  W.  Cawley  handles 
MBNA's  daily  operations. 

Using  a  master  list  of  35,000  organiza- 


MBNA'S  CARDHOLDER 
RANKS  ARE  GROWING... 


...AS  ITS  AFFINITY 
PROGRAMS  MULTIPLY 

MBNA  offers  Visa  and  MasterCards 
through  3,600  organizations. 
Among  its  customers: 
►Telephone  Pioneers  of  America 
►American  Legion 
►National  Education  Assn. 
►Sierra  Club 
►Chicago  Bulls 
►Carnival  Cruise  Lines 
►Brown  University  Alumni 

DATA:  IK  HILSON  KPOW,  COMPANY  REPORTS 


tions  in  the  U.  S.,  MBNA  marketers  scout 
out  groups  with  an  upscale  membership, 
such  as  professional  societies  and  col- 
lege alumni  associations.  Texas  A&M,  for 
instance,  is  among  315  colleges  and  uni- 
versities that  promote  MBNA's  cards. 
Altogether,  the  company  has  affinity- 


card  programs  with  3,600  organizati( 
Thanks  to  that  careful  screeni 
MBNA  boasts  one  of  the  most  afflu 
customer  bases  in  the  bank-card  inc 
try.  And  that  means  fewer  deadbe 
So  far  this  year,  only  2.7%  of  MB? 
credit-card  loans  were  written  off  as 
collectable,  compared  v| 
an  industry  average  of 
and  5.3%  at  Citibank. 

Once  a  group  is  sel 
ed,  MBNA  offers  the  or£ 
ization  a  share  of  the  c 
billings  to  secure  its  ' 
dorsement,  along  with 
membership  list  and 
right  to  mail  solicitati 
on  the  group's  letterh<  pi 
For  example,  the  Sie 
Club  receives  0.5%  of  ev 
charge  made  by  the  45 
members  who  carry  Ml 
cards.  This  year,  proce  it( 
for     the  environmei 
group  will  top  $400,000.  The  financial 
turn  to  a  group  is  a  potent  lure  in  si  b 
ing  up  cardholders.  So  are  sentimpoti 
and  pride  of  affiliation,  says  Lerner. 

Service  is  also  critical  in  keeping  ( 
tomers  happy,  given  the  proliferatior 
card  enhancements  in  recent  ye 
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The  Couch  Potato. 


POWERED  BY 
MOTOROLA 


Witli  easy  on-screen  instructions,  the  ONE  FOR  ALL  VCR  PRO  4  from  Universal 
Electronics  takes  the  guesswork  out  of  programming  a  VCR.  And  it  eliminates  the 
clutter  of  up  to  four  separate  remote  controls.  Which  simply  makes  it  one  hot  potato. 


I»l  Moli  »*>  hi.   Ml  rgMj  rtstmd  Motorola  mJ  tlx  "  art  regisltrtd  Iradmarb  of  Motorola,  Im  VCR  PRD4  i-  a  Indmark  and  ONI  FOR  ALL  k  ,?  ngisltral  tmdimri  of  UnuwW  Elatrmia  Inc 
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staffers  routinely  phone 
i  and  show  up  at  ma- 
ictions.  And  they  use 
contacts  to  drum  up 
business  through  sub- 
it  mailings  and  tele- 
ting.  Such  efforts  pay 
hen  Mellon  Bank  Corp. 
le  Penn  State  Alumni 
account,  it  signed  up 
5,000  cardholders  be- 
BNA  took  over  the  pro- 
in  1989.  Since  then, 
has  built  it  to  120,000 
ts. 

EAN  PLAN.  Meanwhile, 
IS  chasing  new  audienc- 
)ffers  customized  cards 
ients  of  all  50  states,  as 
s  some  municipalities, 
er  popular  MBNA  card  features 
>n  surnames  and  their  coats  of 
In  each  case,  MBNA  depends  heav- 
credit  reports  to  select  the  most 
t  customers.  Such  cards  now  ac- 
:or  half  of  MBNA's  new  cardholders 
ear,  vs.  30%  two  years  ago.  The 
traction  for  MBNA:  There's  no  or- 
tion  to  share  billings  with.  Mean- 
since  last  November,  the  company 
een  pitching  cards  in  Britain 
h  outfits  such  as  the  Rolls-Royce 
siasts'  Club.  MBNA  marketers  plan 


to  enter  the  rest  of  Europe  by  1997. 

Despite  the  popularity  of  its  cards, 
MBNA  has  been  criticized  by  some  consu- 
mer watchdogs  for  peddling  an  expen- 
sive method  of  demonstrating  group  loy- 
alty. The  bank  charges  an  average 
interest  rate  of  16.1%.  That's  shy  of  the 
17.6%  average  for  all  bank  cards  but  no- 
where near  the  bargain  rates  that  have 
flooded  the  market  recently.  Wachovia 
Corp.,  for  example,  offers  a  card  pegged 
to  the  prime  rate,  currently  7.75%.  More- 
over, though  many  issuers  have  stopped 


charging  annual  fees,  MBNA 
wants  $20  for  a  standard 
credit  card. 

mbna  could  be  forced  to 
cut  its  rates  and  fees  as  com- 
petition intensifies.  On  Sept. 
6,  American  Express  Co. 
launched  a  new  credit-card  of- 
fensive by  unveiling  the  Opti- 
ma True  Grace  card,  which 
offers  a  25-day  interest-free 
grace  period  on  every  pur- 
chase and  a  7.9%  rate  for  the 
first  six  months.  And  with 
plans  to  add  perhaps  a  dozen 
new  cards  over  the  coming 
five  years— some  bearing  the 
names  of  big  retailers  or  oth- 
er organizations— AmEx  may 
nibble  at  mbna's  market. 
"Consumers  are  saying  they  need  some- 
thing more  than  affiliation,"  says  Ernest 
Berger,  AmEx'  vice-president  for  busi- 
ness partnerships. 

For  now,  MBNA  has  no  plans  to  alter 
its  pricing  formula.  Cawley,  mbna's  pres- 
ident, says  the  bank  markets  its  card 
as  a  premium  product,  much  as  AmEx 
does  its  Green  Card.  The  way  Cawley 
sees  it,  consumers  don't  mind  paying  a 
little  extra  when  they  feel  a  real  affinity 
for  something. 

By  Joseph  Weber  in  Newark,  Del. 


The  Chip. 

The  secret  ingredient  of  the  VCR  PRO  4  is  a  Motorola  68HC05  microcontroller,  which  makes 
it  possible  to  run  everything  without  lifting  more  than  a  finger.  From  remote  controls  to  engine 
controls,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 


^K)  MOTOROLA 

Microcontrollers 
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Shepard's  Federal  Estate  Tax  Software 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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tailored  to  the  $100-billion 
natural  gas  industry. 
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The  first  worldwide 
securities  identification  system 
on  CD-ROM  laser  disk. 
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The  first  index  to  provide 
a  performance  benchmark 
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;  Standard  &  Poor's  Mid-Cap  400  Index  at  Chicago  Mercantile  Exchange 


The  first  encyclopedia  of 


The  Multimedia  Encyclopedia  of  Mammalian  Biology  on  CD-BOM 

i        In  print  through  books,  magazines  and  newsletters  •  On-line 
■J'  over  electronic  networks  •  Over  the  air  by  television  and  satellite 
•  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
daily,  weekly,  monthly,  annually  —  to  meet  the  growing  and  changing  global 
needs  of  business,  industry  education,  the  professions  and  government. 


rhe  first  multimedia  learning 
system  integrated  with  a 
public  television  series  for  the 
>tudy  of  Spanish. 
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rhe  first  real-time  Japanese 
Dond  and  money  market 
analysis  for  financial 


professionals  worldwide. 


S  JAPAN  from  MMS  International 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 
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THIS  MICROWAVE  KNOWS 

WHEN  THE  SHEPHERD'S  PIE  IS  DONE 


B 


ritish  citizens  who 
'are  prone  to  under- 
or  overcooking  food  in  a 
microwave  oven  now 
have  a  new  option: 
Leave  the  work  to  the 
oven.  Sharp  Corp.  is  giv- 
ing British  consumers 
first  crack  at  a  micro- 
wave it  makes  in  Wales 
with  a  "nose"  that  knows 
when  the  food  is  done, 
then  shuts  itself  off. 

Actually,  the  nose 
doesn't  work  by  smell- 
ing the  food's  aroma.  Instead,  it  sniffs  the  humidity  and  tem- 
perature in  the  oven.  These  readings  are  fed  to  a  neural  net- 
work—a type  of  computer  circuitry  modeled  on  the  brain— that 
has  been  trained  to  spot  the  combination  of  temperature  and 
humidity  that  signals  when  different  kinds  of  food  are  cooked. 
In  Japan,  Sharp  offers  a  more  advanced  model  that  techno- 
happy  Japanese  cooks  can  train  to  prepare  foods  to  their  indi- 
vidual taste.  Sharp  hasn't  yet  decided  when  this  capability  will 
be  introduced  in  other  markets,  and  no  date  has  been  set  for 
selling  the  sniffer  oven  in  the  U.  S. 


USING  A  BACK  MUSCLE 

TO  STRENGTHEN  WEAK  HEARTS 


Thousands  of  people  waiting  for  a  heart  transplant  will  die 
before  they  get  one— there  aren't  enough  donor  hearts  to 
go  around.  But  a  novel  surgical  procedure  developed  by  Med- 
tronic Inc.  in  Minneapolis  offers  new  hope  for  people  with 
weak  hearts.  Called  cardiomyoplasty,  the  treatment  involves 
detaching  a  back  muscle  without  severing  its  blood  vessels  and 
nerves,  then  threading  it  into  the  chest  and  wrapping  it 
around  the  heart.  Finally,  a  pacemaker-like  device  from  Med- 
tronic is  implanted  to  stimulate  the  muscle  electrically,  causing 
it  to  contract  and  help  the  heart  pump  blood. 

Not  only  does  this  procedure  avoid  the  risk  of  organ  rejec- 
tion, it  costs  less  than  half  the  $130,000  bill  for  a  transplant. 
Some  patients  leave  the  hospital  after  just  eight  days— al- 
though it  takes  several  months  for  the  pacemaker  to  fully 
"train"  the  back  muscle.  Medtronic  says  the  results  can  be 
startling:  Some  former  patients  now  play  tennis.  The  operation 
was  approved  by  European  authorities  in  January.  In  the 
U.  S.,  the  Food  &  Drug  Administration  granted  permission  at 
the  end  of  August  for  20  medical  centers  to  begin  testing  car- 
diomyoplasty on  000  patients  next  year. 


THE  VIRTUAL  CORPORATION 

GOES  3-D 


Firtual-reality  tools  have  helped  pilots  test  new  cockpits,  ar- 
chitects refine  blueprints,  and  homeowners  decorate  their 
kitchens.  Soon,  the  technology  could  give  managers  a  more 
vivid  grasp  of  how  their  companies  function.  Working  with  cus- 
tomized hardware  and  some  off-the-shelf  virtual-reality  (vr) 
software,  two  Purdue  University  professors  have  built  a  sys- 


tem that  lets  executives  roam  through  three-dimensional 
els  of  their  organizations.  The  system  can  also  create  hy 
models  of  multiple  companies  to  analyze  the  benefits 
proposed  strategic  partnership. 

Instead  of  scrutinizing  charts  and  spreadsheets,  a  groi 
managers  can  "walk"  together  through  symbolic  dom 
where  colors  and  shapes  depict  everything  from  cash  flo 
manufacturing  operations  and  staff  allocations.  "You  can 
inside  a  work  group,  move  people  around,  run  a  simula 
and  see  the  impact  on  cycle  time  and  product  delivery," 
Alok  Chaturvedi,  an  associate  professor  of  management 
and  co-developer  Chandrajit  L.  Bajaj,  a  professor  of  comp 
science  at  the  school,  are  also  now  tailoring  a  version  foi 
financial  community. 
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ft 


A  GENETIC  SWITCH  THAT  TURNS 
PLANT  GROWTH  ON  OR  Off 


Farmers  use  chemical  growth  regulators  to  thin  their 
trees,  speed  up  ripening,  and  then  delay  the  fruits'  fa 
Of  course,  plants  have  their  own  ways  of  doing  this— 
growth  hormones.  If  scientists  could  figure  out  how  to  s' 
Mother  Nature's  hormones  on  and  off,  environmentally  d 
ing  chemicals  could  take  a  backseat. 

Michigan  State  University  scientists  have  isolated 
corn  the  first  gene  controlling  the  action  of  a  plant  growth 
mone.  The  gene  regulates  the  binding  of  indole-3-acetic  aci 
iaa,  to  a  sugar  molecule.  This  binding  prevents  the  iaa 
mone  from  promoting  growth.  Isolating  and  altering  equiv: 
genes  from  other  crops  could  produce  plants  whose  frui 
lows  a  tailored  growth  pattern  when  triggered  by,  s; 
specific  temperature.  MSU  biochemist  Robert  S.  Band 
estimates  that  such  genetic  methods  could  be  availabll 
two  years.  "As  we  move  toward  a  greener  world,  we'd  K 
control  growth  genetically  rather  than  chemically,"  he  sa; 


Gl  JOE  IS  GETTING 
SOME  NIFTY  NEW  DUDS 


•o  give  American  sol- 
■  diers  the  edge  in  fu- 
ture wars,  the  Defense 
Dept.  wants  a  new  head- 
to-toe  battle  dress.  Call 
it  Robo  GL 

The  soft  armor  suit 
will  have  a  backpack 
computer  to  enhance 
hearing  and  vision,  in- 
cluding night  vision,  and 
help  aim  high-tech  weap- 
ons by  showing  target- 
ing data  on  a  faceplate 
screen,  called  a  head-up 
display.  The  screen  could  also  display  an  up-to-the-mhj 
battle  map,  marking  the  soldier's  position  and  the  ener 
whereabouts.  Information  will  stream  in  via  digital  comml 
cations  from  satellites,  airborne  computers,  and  local  d 
mand  systems.  In  turn,  the  outfit  will  broadcast  a  friend-oij 
signal  to  avoid  "friendly  fire."  And  it  will  be  invisible  to  en 
heat-seeking  weapons  and  night-vision  systems,  because  | 
ing  tubes  will  line  the  suit  and  keep  its  surface  at  the  s:| 
temperature  as  the  outside.  To  build  prototypes  by  1999,1 
Pentagon  has  awarded  a  contract  worth  up  to  $44  million  I 
six-company  team  led  by  Motorola  Inc. 
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"Wkat  we  liked  most  about  Connecticut 

was  kow  fast  we  could  get  out  o  fit." 

"We're  one  of  America's  biggest  food  service  distributors,  moving 
1 7,000  different  products.  In  tbis  region,  one  bundred  and  seventy-five 


Edward  H.  Hasty,  President,  Hallsmitli-SYSC 


SYSCO  trucks  roll  out  every  nigbt.  So  we  needed  a  state  witb  a  strong 
infrastructure.  Connecticut  offered  us  a  great  strategic  position,  ngbt 
between  Boston  and  New  York.  It  bas  a  superb  bigbway  network,  and 
it's  designed  to  bandle  tbe  kind  of  aggressive  growtb  we  envision.  But 
wbat  really  convinced  us  was  tbe  State's  economic  development  team: 
Tbey  were  buttoned  up,  knowledgeable,  and  bungry  for  our  business." 
For  our  free  information  package,  please  call  tbe  Connecticut 

Economic  Resource  Center,  Inc.  (^(^^^^^EC^'^ICZ/I^TT 

toll-free  at  1-800-392-2122.       The  State  That  Thinks  Like  A  Business. 
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A  Brilliant  Deduction™ 


Want  to  help  the  universe  of  nonprofit  agencies 
while  earning  heavenly  tax  deductions  of  up  to 
twice  cost?  Discover  product  giving  through 
Gifts  In  Kind  America.® 

Our  free  service-customized  product  donation 
management-makes  it  easy  for  companies  to 
donate  inventories  of  computer  hardware,  software, 
printers,  and  office  equipment. .  .items  that  can 
astronomically  improve  the  productivity  of 
charities  supporting  health  care,  housing, 
training,  emergency  relief,  and  more. 

Help  your  company  become  a  shining  star 
while  earning  valuable  tax  deductions. 

Product  giving  - 
the  perfect  solution! 

For  more  information  on  how  your 
company  can  get  involved,  contact: 

# 

GIFTS  IN  KM)  ' 

AMERICA 

700  N.  Fairfax  Street 
Suite  300 
Alexandria,  VA 
22314 

703-836-2121 


oo  Galilei,  Astronomer  and  Phvsicist,  1564-1642 


©1994  Gifts  In  Kind  America 


ifts  In  Kind  America. .  .for  more  than  a  decade,  helping  hundreds  of  leading  companies 
contribute  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 


If  you  think  the  buildings  are  big  in  New  York. 


Manhattan  East  Suite  Hotels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 
ity  of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kitchen 
imply  relaxing  -  all  for  the  price  of  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  staff, 
tl  service  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fine 
aurants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  distinc- 
tive locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express®  Card  and  if 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservation, 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day.* 


H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelburne  Murray  Hill,  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York/M 


For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 


'Please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  for  the  first  night. 

©  Manhattan  East  Suite  Hotels 
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When  you  were 

in  COLLEGE. 


LATE  at  NIGHT,  DID 
YOU  EVER  DREAM  of 
MAKING  IT  SMALL? 


If  you  have  a  small  business  you  would  like  to  expand,  come  to 
First  Interstate  Bank.  We'll  work  with  you,  not  against  you,  and 
we  ha  ve  a  variety  of  small  business  loans  and  lines  of  credit  to  help 
finance  your  dreams.  Especially  if  they  tend  to  be  of  the  big  variety. 

Small  business  loans  /^temporarily  small  businesses. 


©  1994  First  !nters!ale  Bank 
44D-CA 
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y  Sprint 

Business  Solutions 


Business  Week  is  proud  to  present  an  on-the-road  series  of 
seminars  for  senior-level  executives  who  want  to  learn  how 
to  achieve  high  performance  by  linking  technology  to  their 
business  visions. 

The  1994  Business  Roundtables: 

Meeting  the  Business  Performance  Challenge 

This  engaging  series  brings  attendees  face-to-face  with  key  business 
leaders  and  political  figures  in  their  regions.  Learn  how  technology 
can  improve  company  performance  in  sales,  marketing,  finance, 
and  customer  management  and  how  specific  regional  factors  can 
influence  your  business  strategies.  The  roundtables  will  be  held 
at  the  following  locations  across  the  country: 


Detroit -September  19. 1994 

Omni  International  Hotel 
Featuring:  Mayor  Dennis  Archer 

Denver -September  21. 1994 

Loews  Giorgio  Hotel 

Featuring:  Mayor  Wellington  Webb 

Houston  -  September  23.1994 

The  Houstonian  Hotel 
Featuring:  Mayor  Bob  Lanier 

Boston  -  October  24.1994 

The  Copley  Plazcx 

Featuring:  Mayor  Thomas  Menino 


Don't  miss  this  opportunity  to  make  important  connections  with 
influential  executives  and  political  leaders  in  your  region,  while 
gaining  practical  solutions  to  today's  business  challenges. 


Philadelphia -October  26. 1994 

The  Rittenhouse 

Featuring:  Mayor  Edward  Rendell 

Atlanta  -  October  28.1994 

Stouffer  Waverly  Hotel 

Featuring:  Mayor  William  Campbell 

San  Diego -November  10. 1994 

La  Costa  Resort  &  Spa 
Featuring:  Mayor  Susan  Go/ding 


ister  for  these  Business  Week  Roundtables,  call  the 
:ss  Week  registrar:  for  Detroit,  Houston,  Philadelphia, 
i  Diego  -  (800)  265-4314,  for  Denver,  Boston, 
mta  -  (800)  265-4316;  fax  your  response  to 
512-6281,  or  mail  this  coupon  to: 

dcKenna 

ness  Week 

:utive  Programs 

Avenue  of  the  Americas,  36th  floor 

fork,  NY  10020 


ECUTIVE 
OGRAMS 


Telephone 


1994  McGraw-Hill.  Ittc 


The  Roundtable  I  wish  to  attend  is  being  held  in:  (please  check  one) 

□  Atlanta  □  Boston  □  Denver  □  Detroit 

□  Houston  □  Philadelphia  □  San  Diego 
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Investing 


ENERGY  STOCKS  TO  PUMP 
UP  YOUR  PORTFOLIO 


■  s  it  time,  at  last,  to 
H  buy  energy  stocks?  For 
I  the  past  decade, 
they've  been  badly  de- 
pressed, victim  to  am- 
ple supplies  that  have 
kept  oil  slosh- 
ing back  and 
forth  between 
$14  and  $22  a 
barrel,  compared  with 
$40  to  $50  during  its  hey- 
day in  the  early  1980s. 
But  now,  as  industrial- 
ized economies  recov- 
er and  developing  na- 
tions build  advanced 
infrastructures,  some 
pros  see  exciting  po- 
tential in  oil  and  gas 
issues.  "Energy  is  di- 
rectly tied  to  develop- 
ing countries  that  are 
becoming  industrialized, 
says  Jeanne  Mockard,  manag- 
er of  Boston's  Putnam  Natu- 
ral Resources  Trust  mutual 
fund.  Countries  in  Asia,  the 
Pacific  Rim,  and  Latin  Amer- 
ica all  need  energy  to  grow, 
while  demand  should  increase 
as  recoveries  continue  in  Ja- 
pan, Europe,  and  the  U.  S. 
belt-tightening.  For  years, 
bulls  have  been  predicting  an 
energy  comeback— without 
success.  The  case  is  still  not 
ironclad.  Supplies  of  crude 
from  Iraq  will  start  flowing 
again  soon,  and  technology 
has  made  finding  and  pump- 
ing new  reserves  easier  than 
ever.  But  a  number  of  factors 
are  combining  to  support  the 
prospect  of  higher  prices.  Not 
surprisingly,  it's  a  story  of 
scarcer  supply  and  growing 
demand.  To  cope  with  tighter 
budgets,  companies  have  cur- 
tailed exploration  and  drilling, 
which  means  a  dearth  of  new 
energy  sources.  And  it  takes 
about  five  years  to  bring  new 
capacity  on-line. 

In  the  meantime,  many 


countries  are  pulling  out  of  a 
worldwide  recession.  Although 
no  one  expects  energy  prices 
to  take  off,  worldwide  de- 
mand should  rise  slowly  but 
steadily  at  2%  a  year  for  oil 
and  3%  for  gas.  Oil  prices  in 
the  U.  S.  should  move  from 
$17.25  a  barrel  this  year  to 
$21  in  1996  and  gas  prices 
from  $1.82  to  $2.05,  says 
Charles  Maxwell,  vice-chair- 
man and  managing  director 
at  C.  J.  Lawrence. 

This  could  spell  a  profit 
gain  for  the  major  oil  compa- 
nies of  15%  in  1995  and  20% 
in  1990,  Maxwell  says.  "We 
think  the  price  of  oil,  for  the 
first  time  in  14  years,  will  be 
rising  faster  than  inflation, 
but  only  modestly."  Ernst  Von 
Metzsch,  who  manages  the 


top-performing  Van- 
guard Specialized  Energy 
fund,  recommends  putting 
10%  to  20%  of  your  assets 
into  such  investments.  Energy 
stocks  are  volatile,  but  ironi- 
cally, they  can  steady  your 
portfolio.  That's  because  they 
do  well  when  inflation  is  up, 
while  other  securities  usually 
wilt.  Utilities,  however,  stand 
to  suffer  from  rising  energy 
prices  because  they  rely  on 
oil  and  gas.  And  there  is  of- 
ten a  regulatory  lag  before 
they  can  pass  on  higher  costs 
to  consumers. 

"upward  course."  So  where 
do  the  pros  see  the  biggest 
growth  in  the  oil  patch?  For 
stability  and  dividends,  albeit 
with  slow-growing  profits, 
look  to  majors  such  as  Unocal 


and  Mobi 
"They 
good  valuf 
defined  by 
price-to-cash-flow  ratios," 
Maxwell.  "They're  well 
tioned  to  grow  long-term, 
have  strong  earnings  mo: 
turn  on  an  upward  cours*  \ 

Unocal  is  especially 
guing.  With  natural-gas 
geothermal  operations  in 
land  and  Vietnam,  it  coul 
the  great  demand  expe 
from  expanding  economic 
Southeast  Asia.  Like 
other  energy  companies, 
ocal  is  still  downsizing, 
with  a  price-to-cash-flow 
of  5.3,  it's  slightly  che; 
than  most  majors,  which  ; 
age  6.0  to  7.0.  (Cash  flo 
commonly  used  to  valu< 
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lies  because  huge 
ffs  due  to  depletion  of 
;s  can  distort  earnings, 
•nings  are  applicable  to 
)il-field-service  compa- 
Jnocal's  cash  flow  per 
should  rise  from  $5.40 
)  in  1995. 

d  Dutch/Shell  Group 
sbil  are  less  dramatic 
er.  Both  are  extremely 
a  companies  known  for 
>nt,  farsighted  manage- 
"If  you  want  to  put 
oney  away  for  10  years 
t  look  at  it,  buy  Royal 
"  says  Scott  Black, 
tnt  of  investment  ad- 
)elphi  Management  in 

Royal  Dutch  is  in  ev- 
jor  field  in  the  world, 

more  than  3  million 

a  day— and  has  a  bal- 
lieet  bigger  than  the 
national  product  of 
countries.  Its  stock  is 
\  near  the  top  of  its 

at  113lA.  But  Von 
h  thinks  it  will  rise  to 
ct  year. 

G  edge.  Mobil  is 
ig  in  foreign  gas 
finding  more  oil 
Experts  say 
flhere  oil's  future 
ice  the  U.  S.  mar- 
so  mature.  Mobil 
od  relations  with 
idis  and  joint  ven- 
i  the  Middle  East. 
>t  cheap,  selling 
;o  its  87  annual 
>ut  cash  flow  per 
are  expected  to 
m  $13.54  to  $14.23 
jar. 

u  can  handle  more 
il-service  compa- 
rhich  make  drilling 
lent,  build  rigs, 
)  exploration  re- 
— have  mure 
potential  than  the 
ted  oil-and-gas  ma- 
ster 12  years  of 
lieting,  these  corn- 
are  particularly 
ind  mean,  says 
til.  "They  can  take 
"evenue  increases 
"n  them  into  spec- 
gains." 

s  include  industry 
3  such  as  Baker 
3  and  Schlumberg- 
;h  are  restructur- 
e  major  suppliers 


to  the  natural-gas  industry, 
and  service  oil  companies 
abroad.  They  are  at  the  cut- 
ting edge  of  technology: 
Three-dimensional  seismic 
equipment  are  now  better 
able  to  find  reserves  under 
the  ocean  floor  and  detect 
pockets  of  oil  and  gas  in  wells 
thought  to  be  empty.  Baker 
Hughes  could  jump  from 
about  19%  to  26  a  share  next 
year,  with  earnings  up  by 
35<P.  Schlumberger's  earnings 
per  share  should  rise  by  50<P. 

For  speculators,  volatile  off- 
shore rig  companies  could 
cough  up  the  biggest  rewards. 
That's  because  few  new  rigs 
are  coming  on  line,  and  sever- 
al are  destroyed  each  year  by 
the  sea.  As  facilities  dwindle, 
the  amount  that  each  rig  has 
to  produce  must  increase.  "If 
you  use  80%  to  82%  of  capac- 
ity, the  rigs  break  even,"  says 
Maxwell.  But  as  production 
nears  90%,  rigs  rake  in  big 
bucks.  Maxwell  likes  Reading 
&  Bates,  Sonat  Offshore,  En- 


Offshore  rig  outfits 
might  cough  up  the 
biggest  rewards 


ergy  Service,  and  Global  Ma- 
rine. He  expects  growth  for 
these  companies  to  be  around 
20%  in  1995,  and  30%  to  40% 
in  1996. 

Vanguard's  Von  Metzsch  is 
buying  up  debt-laden  domestic 
independent  companies  that 
many  analysts  think  are  los- 
ers. usx-Marathon,  Maxus  En- 
ergy, and  Oryx  Energy  were 
sold  off  when  natural-gas  pric- 
es fell  off  their  two-year  climb 
recently.  That  makes  these 
stocks  desirable  to  Von 
Metzsch,  even  though  some 
are  losing  money,  because  he 
expects  their  valuations  to 
"improve  markedly  when  it's 
recognized  that  oil  and  gas 
prices  are  trending  up." 

Marathon  has  good  pros- 


SOME  PICKINGS  FROM  THE  OIL  PATCH 


Company 

Price 

512/94 

Price  to  Comment 
cosh  flow* 

MAJOR 

COMPANIES 

MOBIL 

81*! 

6.4 

Excellent  management  and  good 
prospects  in  foreign  oil  and  gas 

ROYAL  DUTCH 

11W 

7.7 

Is  in  every  major  oil  field,  has 

PETROLEUM 

huge  output  and  great  managers 

UNOCAL 

28X 

5.3 

Well-positioned  to  serve  developing 
economies  in  Southeast  Asia 

INDEPENDENTS 

MAXUS 

6.7 

Exploration  and  development 
company  with  holdings  in  Indonesia; 
burdened  with  debt 

ORYX 

15 

4.6 

In  Gulf  of  Mexico  and  North  Sea; 
undergoing  heavy  restructuring 

USX-MARATHON 

\n 

5.0 

Integrated  company  with  domestic 
refining  and  marketing;  heavy  debt 

SERVICE 

BAKER  HUGHES 

19 

30.16* 

Top  provider  of  drill  equipment 
suffering  a  demand  slump  abroad 

SCHLUMBERGER 

565* 

25.86* 

World  leader  in  drilling,  exploration, 
and  measurement  services 

SONAT  OFFSHORE 

32K 

18.50* 

Specializes  in  deep-water  rigs; 
yields  more  but  costs  less  than  peers 

*A  price-to-eamings  ratio  is  used  to  value  service  companies 
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pects  in  the  North  Sea  and 
the  Gulf  of  Mexico,  he  says, 
and  cash  flow  per  share 
should  rise  70<t  next  year, 
while  the  company's  stock 
could  jump  from  18  to  24. 
Maxus,  meanwhile,  is  seen  as 
having  weak  management, 
which  has  been  unable  to 
make  cost-cutting  pay  off.  But 
Von  Metzsch  thinks  a  strong 
bias  toward  oil  production  will 
help  if  prices  rise.  He  expects 
cash  flow  per  share  to  rise 
50<t  next  year,  and  the  stock 
to  jump  from  4%  to  8.  Earn- 
ings should  rise  $2  at  Oryx, 
and  the  stock  should  go  from 
15  to  25. 

RISING  returns.  Of  the  eight 
or  so  natural-resource  mutual 
funds  that  focus  on  oil  and 
gas,  Jay  Schabacker,  publisher 
of  Mutual  Fund  Investing,  is 
recommending  Vanguard  Spe- 
cialized Energy,  Fidelity  Se- 
lect Energy,  and  Invesco  Stra- 
tegic Energy.  The  energy 
funds  group,  which  has  trailed 
the  Standard  &  Poor's  500- 
stock  index  by  almost 
four  percentage  points  a 
year  for  the  past  five 
years,  is  finally  beating 
it,  up  3.93%  this  year, 
compared  with  a  0.22% 
decline  for  the  s&P.  The 
total  return  for  Van- 
guard, which  has  led  the 
pack  for  the  past  five 
years,  has  risen  7.65% 
year  to  date,  vs.  6.57% 
for  State  Street  Re- 
search Global  Energy 
funds  and  6.44%  for  Fi- 
delity Select  Energy. 

Fidelity  fund  manager 
Robert  Bertelson  is  seek- 
ing companies  that  can 
boost  production,  such  as 
British  Petroleum,  Ame- 
rada Hess,  and  indepen- 
dent Canadian  Natural 
Gas,  while  Vanguard's 
Von  Metzsch  wants  com- 
panies other  analysts  es- 
chew. "That's  why  we're 
buying  them,"  he  says. 
"Most  of  the  people  are 
usually  wrong." 

If  the  energy  bulls  are 
right  this  time,  fuel  could 
do  more  than  warm  your 
house  and  power  your 
car.  It  could  generate 
some  cool  cash  for  your 
portfolio.        Pam  Black 
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Smart  Money 

WANT  SOME  THRILLS? 
TRY  FOREIGN  BONDS 


Playing  the  global  bond 
market  is  not  for  neo- 
phytes. But  investors 
who  understand  the  move- 
ment of  currencies  and  who 
keep  abreast  of  political  and 
economic  events  around  the 
world  might  want  to  consider 
purchasing  overseas  bonds. 
Despite  the  global  rise  in 
long-term  interest  rates,  some 
of  them  have  provided  hand- 
some returns  this  year  thanks 
to  the  decline  in  the  dollar. 
And  some  analysts  see  fur- 
ther opportunities  in  the 
world's  battered  debt  mar- 
kets. "If  you  do  your  home- 
work, you  can  enhance  a  port- 
folio without  added  risk,"  says 
Gary  Evans,  a  senior  vice- 
president  at  Baring  Securities 
in  New  York. 

That's  not  so  simple,  of 
course.  This  arena  has  long 
been  dominated  by  profession- 
als because  it's  so  difficult  to 
manage  currency  risk  along 
with  the  interest-rate  and 
credit  risk  that  go  hand  in 
hand  with  bond  investing. 
Nonetheless,  for  investors 
with  resources  who  aren't  eas- 
ily intimidated,  getting  in- 
volved is  becoming  easier. 
Many  large  brokerages  and 
private  banks  that  trade 
international  bonds  have  min- 
imums  of  around  $100,000  for 
retail  investors.  But  several 
firms  are  now  selling  smaller 
quantities  of  bonds  and  have 
dropped  the  mini- 
mum to  as  low  as 
$5,000  in  one  case. 

SQUEEZE   PLAY.  The 

main  factor  to  consid- 
er is  foreign  ex- 
change movements. 
This  year,  they  have 
worked  in  favor  of 
U.  S.  investors  as  the 
dollar  has  fallen 
against  the  yen  and 
major  European  cur- 
rencies. If  you  had 
bought  bonds  denom- 
inated in  those  cur- 
rencies,   the  gains 


(13.2%  for  the  yen,  10.7%  for 
the  mark,  for  example)  would 
have  more  than  compensated 
for  the  decline  in  the  bonds' 
price  due  to  rising  yields 
(table). 

Granted,  this  has  been 
an  unusual  year  in  the 
international  capital 
markets.   So  you 
wouldn't  want  to 
jump  into  for- 
eign bonds  now 
if  you  think  that  . 
the  dollar  will  ,: 
strengthen.  But  . 
if  you're  willing 
to  bet  that  the 
dollar   will  drop 
further,  you  might 
squeeze  out  some  ad- 
ditional currency  ap- 
preciation. And  you 
will  benefit  from  high- 
er yields.  While  gov- 
ernment bond  yields  in 
the  U.  S.  have  risen  an 
average  of  1.5  percentage 
points  this  year,  yields  shot 
up  2.2  points  in  New  Zealand 
and  1.8  points  in  Switzerland, 
one  reason  these  bonds  are 
so  attractive  now,  says  Edi- 
son Lee,  an  analyst  with 
Friedberg  Mercantile  Group 
in  Toronto. 

Friedberg's  U.  S.  arm  in 
New  York  (212  943-5300)  re- 
cently started  offering  indi- 
vidual investors  a  choice  of 
30  foreign  bonds,  most  of 
which  are  AAA-rated  govern- 


ment issues  in  major  curren- 
cies such  as  marks,  Swiss 
francs,  or  British  pounds,  with 
less  than  five  years  to  matur- 
ity. The  firm's  analysts  choose 
bonds  expected  to  benefit 
from  currency  fluctuations 
and  interest-rate  declines.  The 
minimum  investment  is 
$5,000,  and  some  bonds  can 
be  purchased  for  under 
$1,000.  The  firm  will  also 
manage  a  global  bond  portfo- 
lio for  a  minimum  of  $80,000. 


Friedberg,  like  all  bond 
traders,  makes  its  money  off 
the  spread  between  the  bid 
and  the  asked  price.  Its 
spreads— which  are  close  to 
1%  for  less  liquid  bonds— are 
sometimes  more  than  institu- 


HOW  SOME  FOREIGN-CURRENCY  BONDS  PERFORMED 


Issue 


Currency 


Credit 
rating 


Year-to-date 
return* 


Return  due  Return  due 
to  currency  to  bond 


REPUBLIC  OF  ARGENTINA 
8%,  due  5/10/98 

GENERAL  ELECTRIC 
M%,  due  2/7/98 

WORLD  BANK 
53/4%,  due  7/8/96 

CORPORATE  INVESTMENT 

13tf%,due 
9/6/95 

•  Thrall,  8/30/94 


Mark 


Not  rated     13.72%      10.69%  2.73% 


Swiss  franc 


AAA 


9.52 


12.16 


-2.35 


Yen 


AAA 


11.81 


13.19  -1.21 


New  Zealand 
dollar 


Not  rated  13.88 


6.94 


6.49 


0A1A;  FRIEDBERG  MERCANTILE  GROUP 


tional  buyers  would  pa 
larger  quantities  of  the 
bonds.  Among  other  trr 
that  sell  choice  bonds  tl 
dividuals,     Merrill  Lk 
dropped   its  minimumm 
international  bond  trades  ■ 
$50,000  to  $25,000  about* 
years  ago,  and  it  now  I 
some  Canadian  bonds  inn 
as  small  as  $10,000. 
real  YIELDS.  If  you're 
getting  started  buying 
eign  bonds,  you  wouldj 
well  to  stick  with  go\l 
ment  debt  so  you  don't  ■ 
to  worry  aw 
credit  risk.  ■ 
countries  Bj 
the  highest  fl 
yield,"  which  ifi 
nominal  yield 
nus  the  infl 
rate,  says 
thur  Miche 
chief  econo 
and  invest 
strategist  for 
lard,  Biehl  & 
ser.  The  bond 
er  should  be  ab 
provide  this  info 
tion.  Finally 
bonds    from  sev 
countries. 

Conventional  wis 
still  has  it  that  ind 
-  uals  should  leave 
eign  bond  buying  to 
professionals,  in  part 
<o  cause  they  hedge  to 
trol  currency  risk.  Yet 
ically,  such  strate 
prevented  many  global  t 
mutual  funds  from  benefi 
from  the  dollar's  fall,  w 
they  all  suffered  from  ri 
interest  rates.  Global  t 
funds  are  the  worst-perf< 
ing  bond-fund  category 
year,  with  a  6.]3% 
cline  in  average  t 
return  through  1 
19,  according 
Morningstar  Mu 
Funds. 

Mutual-fund 
trarians  might 
this  as  an  opport 
time  to  buy 
the  battered  inte 
tional  group.  An 
you  really  want  t< 
against  the  prevai 
view,  you  can 
purchasing  the  be 
yourself.  Amey  S 
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We've  been  known  to  send  some  people's  garbage 
right  back  to  their  house. 

It  may  come  back  to  light  a  room,  cook  your  food,  or  even  heat  your  home.  Because  all 
that  garbage  you  threw  out  actually  had  a  lot  of  energy  in  it. 

Energy  that,  once  the  garbage  is  in  a  landfill,  is  released  as  methane.  Methane  is  just  like 
natural  gas.  It's  a  clean-burning  fuel.  Good  enough  to  fuel  turbines  that  run  power  generators. 
Like  the  4,000-kilowatt  generators  that  supply  13,000  people  in  Geneva,  Illinois  with  electric- 
ity. All  from  the  local  landfill.  Or  the  generators  at  the  29  other  sites  around  the  country  where 
we  capture  methane  to  generate  power. 

Last  year  alone,  we  produced  enough  energy  from  methane  to  save  1.9  million  barrels  of 
oil.  Not  only  as  electricity,  but  also  as  an  alternative  fuel  to  actually  replace  gas,  oil,  or  coal  for 
industry.  In  1993,  we  sold  it  to  customers  like  a  carmaker  and  a  chemical  company.  All  of 
which  makes  good  use  of  landfill  gas. 

It  comes  from  garbage,  but  it's  nice  to  know  it  s  not  going  to  waste. 

What  business  do  we  have  saying  we  help  the  environment-1  That  is  our  business. 


Waste  Management 

A  WMX  Technologies  Company 


IE 
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Multimedia  has  be- 
come standard  fare 
on  desktop  personal 
computers.  Besides  livening 
up  your  work  routine,  the  ad- 
dition of  sound  and  video  can 
spiff  up  presentations  and  aid 
in  training  programs.  But 
when  it  comes  to  taking  your 
show  on  the  road,  "portable 
multimedia"  has  so  far  been 
something  of  an  oxymoron. 

The  main  problem  has  been 
that  the  relatively  hefty  CD- 
ROM  drives  add  too  much 
bulk.  As  a  result,  the  first 
full-blown  multimedia  port- 
ables, weighing  in  at  around 
20  pounds,  are  more  accurate- 
ly described  as  "luggables." 
Alternatively,  some  people 
have  resorted  to  cobbling  to- 
gether systems  by 
plugging  in  ex- 
ternal CD-ROM  i 
drives  and 
speakers  to 
their  notebook 
computers.  Oth- 
ers drag  around 
a  docking  station, 
a  device  that  al 
lows  you  to  connect 
extra  components. 
spare  room.  But  road 
warriors  can  take  heart:  A 
new  crop  of  portables  with 
built-in  CD-ROM  players  prom- 
ises to  deliver  multimedia  on 
the  go  without  breaking  your 
back.  (Of  course,  at  a  mini- 
mum of  $4,000,  the  machines 
might  break  your  bank  ac- 
count.) In  September,  Pana- 
sonic unveiled  its  V41  note- 
book, which  squeezes  a 
full-size,  double-speed  CD-ROM, 
16-bit  stereo  sound,  and  a 
10.4-inch  screen  into  a  ma- 
chine just  2.3  inches  high.  At 
8.4  pounds  with  a  floppy 
drive— 9.1  pounds  with  an  ex- 
tra battery  installed— the  V41 


Computers 

MULTIMEDIA: 
A  MOVABLE  FEAST 


is  a  few  pounds  heavier  than 
standard  notebooks. 

In  addition  to  engineering 
finesse,  Panasonic  borrows  a 
trick  from  IBM's  ThinkPads: 
The  V41  tucks  the  CD-ROM 
player  away  under  the  key- 
board, leaving  room  for  a 
spare  CD-ROM  disk.  The  initial 


Troy  (N.Y.)  company  was  one 
of  the  first  to  offer  a  note- 
book with  built-in  sound  and 
CD-ROM  capability.  Its  high-end 
model,  based  on  Intel's  fastest 
486  and  equipped  with  200 
megabytes  of  internal  memo- 
ry, will  cost  you  more  than 
$7,000.  But  Aquiline  has 


Worth  Noting 


■  bond  basics.  Investors  try- 
ing to  cope  with  the  bond 
market  can  consult  Discover- 
ing Opportunities  with  Fixed 
Income  Investments,  a  free 
guide  from  Fidelity  Invest- 
ments. The  booklet  describes 
various  fixed-income  plays  and 
touches  on  basic  strategies. 
Call  800  544-8888. 


IBM  THINKPAD  755C  ►  Lightweight  notebook,  but  the  multi- 
media's  in  the  companion  docking  station.  Next 
month:  New  ThinkPads  with  fully  integrated  multi- 
media. Price:  $6,000-$9,000  for  a  multimedia  system. 

<  PANASONIC  V41  Hides  a  full-size  CD-ROM  under  a 
flip-up  keyboard.  At  9. 1  pounds  and  battery-powered, 

it's  one  of  the  first  true  portables.  Price:  $4,299  to  $7,799. 

AQUILINE  HURRICANE  At  10  pounds  with  a  built-in 
CD-ROM,  a  lightweight  choice.  Price:  $4,190  to  $7,390. 

D0LCH  PAC  586-60  20-pound  Pentium-powered 
desktop-in-a-box.  Price:  $7,000  to  $9,000. 

TEXAS  INSTRUMENTS  TRAVELMATE  4000M  SERIES  Comes  with 
built-in  sound  but  requires  an  $849  portable  docking  station 
for  CD-ROM  and  stereo  quality.  Price:  $2,999  to  $5,299. 

TOSHIBA  T6600C/CD  ►  Packs  a  virtual  desktop  into  an 
1 8-pound  "luggable."  Price:  $8,299. 

DATA;  BUSINESS  Wf  EK 


V41  models  run  on  Intel's  486 
processors,  and  they  can  be 
equipped  with  varying 
amounts  of  hard-disk  capacity 
and  internal  memory.  A  mod- 
el based  on  Intel's  speedy 
Pentium  chip  is  due  out  late 
this  year. 

Another  good  bet  is  the 
Hurricane  from  Aquiline.  The 


■  TRAVEL    DISCOUNTS.  Visa 

credit-card  holders  who  use 
their  plastic  at  Marriott  ho- 
tels, on  Carnival  cruises,  and 
for  other  travel  services  can 
earn  credits  worth  20%  of 
the  charges.  The  credits  can 
be  applied  to  future  vacations 
with  those  participants.  The 
promotion,  which  runs  from 
Oct.  1  to  Dec.  31,  will  also 
grant  10%  credits  for  general 
Visa  usage. 


models  start- 
ing at  $4,190. 
All  of  the  Hurricane  com- 
puters include  a  chip  that 
makes  them  compatible  with 
the  Sound  Blaster  audio  stan- 
dard, as  well  as  a  mike  and 
headphone  jacks. 
ALL-IN-ONES.  That's  just  the 
beginning.  IBM  is  readying  a 
new  line  of  all-in-one  Think- 
Pads that  do  away  with  the 
need  for  a  docking  station. 
Big  Blue  won't  reveal  much 
about  the  new  machines,  due 
in  October,  but  execs  say  the 
company  is  working  on  units 
with  built-in  CD-ROMs,  ad- 
vanced telephone  capabilities, 
and  energy  efficiency.  And 
keep  an  eye  out  for  new 
multimedia  portables  from  To- 
shiba, Apple,  and  Dolch, 
which  makes  a  high-end  lug- 


J 


gable,  starting  later  this 
At  the  same  time,  adv 
in  technology  promise 
smaller  models  to  comej 
shiba,  a  major  supplier  o 
ROM  drives,  is  designiil 
superthin  player  that's 
than  an  inch  high.  That! 
give  notebook  makers  i| 
flexibility  in  adding 
media  capability. 

Any  portable  multi 
computer    worth  its 
should  have  the  followin] 
Intel  486  or  better  micri 
cessor,  at  least  8 
bytes  of 
ory  an 
hard 
with  at 
200  megab 
An  active 
matrix  s 
display,  i 
produces 
resolution  irm 
is  essential  if  you 
to  use  video  in  your  pres 
tions. 

limited  juice.  These  d 
most  multimedia  noteb 
have  a  sound  chip  and  s{  § 
ers  built-in,  although  som 
quire  external  spea 

for  stereo  so  — 
Battery  pow< 
another  facto 
consider:  Alth< 
claims  vary, 
cally  you  can 
pect  to  get 
about  two  houi 
heavy  use 
charge, 
make 
that 

portable  comes  with  po' 
management  software.  OjlM 
items  on  your  checklist 
CIA  slots  for  adding  extt 
speakers  or  monitors  ai 
comfortable,   not  cram 
keyboard.  (Southpaws 
want  to  opt  for  a  keyb 
with  a  pointer  or  tract 
placed  in  the  center,  ra 
than  a  mouse  mounted  on 
right-hand  side.) 

If  you're  still  having  a 
time  justifying  the  hefty  I 
tag,  think  of  it  this  way 
computer  makers  pack 
full  power  of  a  desktop 
notebook-size  models,  a  m 
media  portable  might  soo 
the  only  machine  you 
need.  Amy  Cm 
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PERSONAL  Bl 


DUCTION 

from  last  week:  ~0.1% 
from  last  year:  4.3% 


1967=100  (four-week  moving  average} 


Sept  3 

199.0 


LEADING 

Change  from  last  week:  0  2% 
Change  from  last  year:  8.2% 


246  . 


Sept.  3 
244.7 


Aug.  27 
199.2 


240. 


228. 


Sept 
1993 


Jon. 
1994 


May 
1994 


Sept 
1994 


222. 


Aug.  27 
244. 2r 


Sept. 
1993 


Jan 
1994 


May 
1994 


Sept. 

IVV4 


oduction  index  declined  slightly  during  the  week  ended  Sept.  3.  On  a 
lly  adjusted  basis,  output  levels  of  electric  power,  crude-oil  refining,  paper, 
>erboard  all  dropped.  Auto,  steel,  and  truck  production  rose,  while  coal  and 
output  and  rail-freight  traffic  were  unchanged  Before  calculation  of  the  four- 
sving  average,  the  index  dropped  to  198  from  198.7.  For  August,  the  index 
i  to  198.5,  from  196.3. 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc. 


The  leading  index  edged  higher  during  the  week  ended  Sept.  3,  as  a  rally  in 
the  financial  markets  pushed  up  stock  prices  and  lowered  bond  yields.  Also,  the 
growth  rates  for  materials  prices  and  real  estate  loans  rose.  M2  growth  fell,  and 
data  for  business  failures  were  unavailable  Before  calculation  of  the  four-week 
moving  average,  the  index  rose  to  246.1,  from  244.4.  The  index  increased  to  244.5 
in  August,  from  July's  241.3. 

Leading  index  copyright  1  994  by  Center  for  Internationa!  Business  Cycle  Research 


DUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

'10)  thous.  of  net  tons 

1,781 

1,894# 

-3.2 

?/10)  units 

1 10,952 

127,786r# 

29.1 

(9/10)  units 

100,890 

1 15,578r# 

24  5 

POWER  (9/10)  millions  of  kilowatt-h 

ours 

59,863 

64,790# 

0  6 

ML  REFINING  (9/10)  thous.  of  bbl./day 

14,403 

14,259# 

4.2 

'3)  thous.  of  net  tons 

20,949# 

21,010 

10.4 

)ARD  (9/3)  thous.  of  tons 

905.4# 

903. 6r 

1 1.9 

V3)  thous.  of  tons 

823  OS 

828. Or 

-1.2 

(9/3)  millions  of  ft. 

474. 1# 

477.2 

6.8 

!IGHT  (9/3)  billions  of  ton-miles 

24.7# 

24.6 

10.3 

American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA1,  SFPA'',  Association 
an  Railroads 

EIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

E  YEN  (9/14) 

99 

99 

104 

1  MARK  (9/14) 

1.54 

1.55 

1.61 

POUND  (9/14) 

1.57 

1  55 

1.53 

FRANC  (9/14) 

5.27 

5.31 

5.63 

IN  DOLLAR  (9/14) 

1.35 

1.37 

1  31 

RANC  (9/u) 

1.28 

1.30 

1.41 

$  PESO  (9/1  AY 

3.41 1 

3  398 

3.106 

Major  New  York  banks.  Currencies  expressed 
pressed  in  dollars 

n  units  per  U  S  dollar,  exce 

Dt  for  British 

IS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

/14)  $/troy  oz. 

390.300 

389.700 

12.2 

!RAP  (9/13)  #1  heavy,  $/ton 

134.50 

134.50 

19.6 

UFFS  (9/13)  index,  1967=100 

215.3 

213.7 

1.4 

(9/10)  C/lb. 

121.3 

119  1 

34.1 

UM  (9/10)  C/lb. 

75.8 

74.0 

41.6 

9/10)  #2  hard,  S/bu. 

3  99 

3.90 

19.5 

(9/10)  strict  low  middling  1-1/16  in., 

C/lb 

72.54 

71  29 

35  5 

:  London  Wednesday  final  setting,  Chicago  market,  Knight-Ridder  Commodity  Research 
Aetals  Week,  Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (9/9)S&P500 

471.74 

474.06 

2.9 

CORPORATE  BOND  YIELD,  Aaa  (9/9) 

8.22% 

8.09% 

26.3 

INDUSTRIAL  MATERIALS  PRICES  (9/9) 

107.1 

106.9 

12.9 

BUSINESS  FAILURES  (9/2) 

NA 

326 

NA 

REAL  ESTATE  LOANS  (8/31 )  billions 

$438  2 

$436.0 

5.7 

MONEY  SUPPLY,  M2  (8/29)  billions 

$3,562  5 

$3,564.3r 

2.3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (8/27)  thous 

333 

323 

2.1 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980-100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (August) 

1  98  5 

196  3r 

5.4 

BUSINESS  WEEK  LEADING  INDEX  (August) 

244  5 

241. 3r 

8.2 

CONSUMER  PRICE  INDEX  (August) 

149.1 

148  6 

2.9 

PRODUCER  PRICE  INDEX  (August)  finished  goods 

126.6 

125.8 

1.9 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (8/29) 

$1,154.5 

$l,154.4r 

5.3 

BANKS'  BUSINESS  LOANS  (8/3 1) 

300.3 

299  5r 

9.7 

FREE  RESERVES  (8/31) 

51  lr 

501  r 

-37.4 

N0NFINANCIAL  COMMERCIAL  PAPER  <8/3i) 

149.4 

148.3 

-5.4 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/13) 

4.64% 

4.81% 

3.03% 

PRIME  (9/U) 

7  75 

7.75 

6  00 

COMMERCIAL  PAPER  3-MONTH  (9/13) 

4.95 

4.91 

3.15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/13) 

4  95 

4.87 

3.12 

EURODOLLAR  3-MONTH  (9/9) 

4.89 

4  88 

3  06 

Sources:  Federal  Reserve,  First  Boston 


ita  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
rn  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=Not  available     r=  revised     NM  =  Not  meaningful 
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25%  of  America's  emerging  high- 
tech manufacturers  are  growing  40% 
annually.  Expanding  employment. 
Increasing  office  space.  And  buying 
everything  from  consulting  and 
equipment  to  insurance  and  training. 
These  rising  stars  are  prime  sales 
prospects.  Do  you  know  who  they 
are?  Let  CorpTech 
tell  you... 


copy 
Technology 
Industry 
Growth 


newsletter 


CorpTech 

Technology  Company  Information 

Corporate  Technology  Information  Services,  Inc. 
1 2  Alfred  Street,  Suite  200  •  Woburn,  MA  01 801  -1 91 5 

1  -800-333-8036 


When 
you  give  blood 
you  give 
another 

birthday 
another  laugh, 
another  hug, 
another 
chance. 

Americai  Red  Cross 

Please  giv  blood. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Acer  64 

Adobe  Systems  1 14 
Advanced  Micro 
Devices  64 
Affymax  84 
AirTouch  68 
Aldus  114 

Allstate  Insurance  110 
Amerada  Hess  146 
American  Cyanamid  84 
American  Express  6,  66, 
135 

American  Rice  112 
Amerindo  84,  92 
Ameritech  118 
Amgen  84,  88 
Apple  Computer  64  100, 

150 
Aquiline  150 
ARC  International  106 
AT&T  8,  68,  118,  119, 

120,  124 
AT.  Kearney  & 

Associates  55 
Atlanta  Gas  Light  81 

B 


D  A.  Campbell  112 
Dana  60 
Datoquest  78 
Dean  Foods  55 
Dean  Witter  68 
Dell  64,  68 

Delphi  Management  146 
Deutsche  Bank  118 
Deutsche  Telekom  76,  121 
Dolch  150 
DRI/McGraw-Hill  62 
Duke  Power  106 


Eastman  Kodak  8 
Energy  Service  146 
Equifax  81 
Equitable  Life 
Insurance  114 
Erly  Industries  112 
Ernst  &  Young  84 

F 


Bailard,  Biehl  &  Kaiser  148 
Bain  100 

Baker  Hughes  146 
Baltimore  Orioles  135 
Baring  Securities  118,  129, 

148 
Baron  Capital 

Management  112 
Bell  Atlantic  68,  118 
Bell  Canada  132 
Biogen  84,  88 
Biotechnology  Select 

Fund  84 
Borden  55 

Bristol-Myers  Squibb  84 
British  Petroleum  146 
British  Telecom  118,  120, 
124 
Bruno's  112 
Burrill  &  Craves  84 


Cable  &  Wireless  118,  124 

Canadian  Natural  Gas  146 

Canandoigua  Wine  106 

Conon  17 

Capital  Research  84 

Carlson  Travel  Network  66 

CellPro  84 

Centocor  84 

Cephalon  84 

Chase  Manhattan  106 

Checkfree  100 

Chevron  66 

Chevy  Chase  Federal 

Savings  Bank  52 
China  United  Telecom  118 
ChipSofl  100 
Chiron  84,  88 
Choice  Hotels 

International  112 
Cincinnati  Milacron  60 
Citibank  106,  135 
C.J.  Lawrence  146 
Coca-Cola  6,  81 
Compaq  64,  78 
Computer  Intelligence 

InfoCorp  114 
Computer  Sciences  78 
Cor  Therapeutics  84 
Cortech  84 
CS  First  Boston  73 
CV  Therapeutics  84 


Fadal  Engineering  60 
Farmers  Insurance  110 
Farralon  Computing  1 14 
Fidelity  Investments  84,  88, 
146,  150 
First  Tennessee  Bank  100 
Fox  Broadcasting  73 
Frame  114 

France  Telecom  76,  118, 
121 

Friedberg  Mercantile 
Group  148 
Fujitsu  64 


Gartner  Group  114 
GE  66,  68,  129 
Genentech  84,  88,  92, 
154 

General  Mills  81 
Genetics  Institute  84 
Genetic  Therapy  92 
GenVec  92 
Global  Marine  146 
GM  6 

Goldman  Sachs  54 
Goldstar  129 
Grand  Metropolitan  106 
GTE  118 

H 


Hambrecht  &  Quist  88 
H&R  Block  100 
Hanson  55 
Heinz  (HJ.)  55 
Hewlett-Packard  17,  78 
Holiday  Inn  66 
Honeywell  52 
Hong  Kong  Telecom  1 19 
Houston  Lighting  & 
Power  106 

Huntington  Bancshares  81 
I 


IBM  6,  68,  78,  150 
ICI  118 

Imax  68 

Immune  Response  84 
Immunex  84 
Intel  64,  150 
Interleaf  114 
Intuit  100 

Invesco  Strategic  Energy 
Fund  146 


J.C  Penney  12 
Jones  Intercable  132 
J. P.  Morgan  81,  106 

K 


Putnam  Natural  Resifl 
Trust  146 


KDD  119 

Kidder  Peabody  12 
Kleiner  Perkins  Coufield  & 
Byers  84,  100 
Kohlberg  Kravis  Roberts  55 


Lazard  Freres  55 
LCI  International  118 
Lehman  Brothers  73,  118, 
135 

Lens  55 

Ligand  84 

Lincoln  National  81 

Lotus  Development  114 

M 


Magainin  84 

Major  League  Baseball  58, 
154 

Mannesmann  118 
Manor  Care  112 
Marriott  66,  150 
MasterCard  100 
Maxus  Energy  146 
Mazak  60 
MBNA  135 
McCaw  Cellular 
Communications  119 
McDonald's  6 
MCI  118,  120 
McKinsey  129 
Medtronic  144 
Mellon  Bank  135 
Mercury 

Communications  124 
Meridian  Bancorp  100 
Meridian  Consulting  55 
Merrill  Lynch  54,  62,  148 
MFS  Communications  124 
MicroHelp  17 
Microsoft  64,  66,  68,  96, 

100,  114,  122 
MNC  Financial  135 
Mobil  Oil  146 
Monsanto  68 
Morgan  Guaranty  Trust  24 
Morgan  Stanley  54 
Motorola  64,  68,  118, 

129,  144 

N 


Nakagama  &  Wallace  24 
NationsBank  135 
NBC  68 
Nexagen  84 
Nextel  122 
Nikko  Securities  24 
Nippon  Telegraph  & 
Telephone  122 
No  Hands  Software  114 
Nokia  Mobile  Systems  118 
Novell  17,  114 
Nynex  68,  118,  124 


118 


t 

14 

itaM 


If.' 


Rank  Xerox 
RCA  68 

Reading  &  Bates  1 
Recombinant  Capita 
Regeneron  84 
Rhone-Poulenc  RorerO 
PJR  Nabisco  55 
Roche  Holdings  84, 
Rostelekom  76 
Royal  Dutch/Shell  1 


■At 
•:  <«p 


Safeway  Stores  55 
St.  Paul  Cos.  81 
Salomon  Brothers  I 
Samsung  129 
Sandoz  Pharma  92 
Schering-Plough  84 
Schlumberger  146 
Sealand  Services  1  ~*m 
Seiko  Epson  17 
Sharp  129,  144 
Silicon  Graphics  125  i 
Singapore  Telecom 
119 

Somatix  Therapy  9i 
Sonat  Offshore  146 
Sotheby's  6 
South  Shore  Bank  6 
Soears,  Benzak,  Sal<  a STO1 
Farrell  84 
Spicer  Axle  60 
Sportif  118 
Sprint  68,  81,  118, 
State  Farm  Insurano 
Stentor  120 
Steptoe  &  Johnson 
Stop  &  Shop  55 
Synergen  84 
Systemix  84 


Okuma  America  60 
Olivetti  64,  118 
Oppenheimer  64 
Oracle  129 
Oryx  Energy  146 

P 


PaineWebber  84,  88 
Panasonic  150 
Parsons  Technology  100 
Pathmark  81 
Philippine  Airlines  106 
Philips  Electronics  118 
Procter  &  Gamble  100 
Promus  66 

Protein  Design  Labs  84 
Prudential  Securities  55 
P.T.  &  Associates  81 
Public  Service  Co  of  New 
Mexico  52 


Tele  Danmark  118 
Tele-Communications! 
132 

Telecom  New  Zealan 
Telefonica  de  Espanq 
TeleGeography  118 
Telekom  Malaysia  1 
Telefonos  de  Mexico, 
Telstra  OTC  Australia 

119 
Textron  81 
Thomas  Cook  Travel 
Toshiba  64,  150 
Trumpf  60 


si 


Unisource  1 19 
United  Artists  124 
United  Services 
Automobile  81 
Unocal  146 
U  S  West  68,  76 
USX-Marathon  146 


Vanguard  Specialize 

Energy  Fund  146 
Viagene  92 
Vical  92 
Videotron  124 
Visa  6,  100,  150 
Vobis  Microcomputer 

w 


Wachovia  Bank  135 
Walt  Disney  68 
Wendy's  6 
WMX  Technologies  I 
Wordperfect  114 

X 


Xoma  84 

z 


Zenith  Electronics  12 


vestment  Figures  of  the  Wee 


MTARY 

lfortably  high  producer 
jx  raised  inflation  fears 
n  Sept.  9,  the  bond  mar- 
ed  through  one  of  its 
ts  this  year.  Not  even  a 
dued  consumer  price  in- 
irted  on  Sept.  13,  could 
i  damage.  For  the  week, 
jtes  rose  across  the 
iven  the  turmoil  in  bonds, 
rformed  well.  The  Dow 
ustrials  finished  slightly  in 
;  the  S&P  500,  slightly  in 
mall-cap  and  OTC  issues 
3  J I  gains  as  well. 


STOCKS 

Sept.     Mar.     Sept.     Sept  .8-14 


BONDS 

Sept.     Mar      Sept.     Sept  8-14 


THE  DOLLAR 

Sept      Mar.     Sept.     Sept  7-14 


1  -week  change 
-1.1% 


52-week  change 

-2.8% 


KET  ANALYSIS 


change 


>CKS 

Latest 

Week 

52-week 

ES  INDUSTRIALS 

3895.3 

0.2 

7.2 

COMPANIES  (S&P  MidCap  Index) 

176.1 

-0.6 

2  7 

MPANiES  (Russell  2000) 

257.6 

0.3 

5.0 

>ANIES  (Russell  3000) 

269.7 

-0.4 

1.3 

%  change  (local  currency) 

N  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100) 

3079.8 

-3.9 

3.0 

IKKEI  INDEX) 

19,919.4 

-0.5 

-4.9 

(TSE  COMPOSITE) 

4345.0 

0.1 

9.5 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

4.68% 

4.65% 

3.03% 

30-YEAR  TREASURY  BOND  YIELD 

7.67% 

7.56% 

5.98% 

S&P  500  DIVIDEND  YIELD 

2.71% 

2.70% 

2.72% 

S&P  500  PRICE/EARNINGS  RATIO 

18.6 

18.7 

23.9 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

460.9 
42.0% 
0.39 
1.07 

460  7 
44.0% 
0.40 
0  98 

Positive 
Neutral 
Neutral 
Positive 

ISTRY  GROUPS 


>NTH  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS,  BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
1 -month  12-month 


Strongest  stock  in  group 


%  change 
1 -month  12-month 


Price 


MINING 

14.1 

24.3 

PLACER  DOME 

17.5 

30.6 

23  >/2 

FACTURED  HOUSING 

13.6 

18.1 

SKYLINE 

14.9 

22.3 

21  'A 

UNICATI0NS  EQUIPMENT 

13.2 

8.2 

DSC  COMMUNICATIONS 

27.9 

-2.8 

295%4 

JMENTATI0N 

10.4 

27  9 

TEKTRONIX 

13.8 

45.8 

35 

NE  TOOLS 

9.6 

-11.1 

GIDDINGS&  LEWIS 

13.2 

-12.4 

203/s 

9NTH  LAGGARDS 

% 

1 -month 

change 

1 2-month 

Weakest  stock  in  group 

%  change 
1 -month  12-month 

Price 

IIC  COMPANIES  -6.8  -30.6  NIAGARA  MOHAWK  POWER  -23.9  -50.5  12% 


NAL  TELEPHONE  COMPANIES  -6.3  -13.5  BELLSOUTH   -10.2  -8.5  56V8 

)ES  -5.6  -21.0  SOUTHWEST  AIRLINES   -12.9  -29.0  23 Ye 

ANCE  BROKERS  -4.8  -1 1.3  MARSH  &  McCLENNAN   -5.7  -1  1.5  80% 

ERTY-CASUALTY  INSURERS  -3.9              -20  0  CONTINENTAL  -23  0            -53.4  145/8 


UAL  fUNDS 


MORNINGSTAR  INC. 


S&P  500 


s 

[  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

4-week  total  return 

GT0N  STRATEGIC  INVESTMENTS 

17.0 

SMITH  BARNEY  SHEARS0N  TELEC0MM.  INCOME 

-4.6 

  i 

D  SERVICES  GOLD 

16.5 

DREYFUS  EDISON  ELECTRIC  INDEX 

-4.3 
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portfolio 

ages  indicate 
total  returns 


Foreign  stocks 
$12,027 

-1.32% 


Gold 
$11,045 

+0.52% 


U.S. stocks 
$10,453 

-0.92% 


llll 


Money  market  fund 
$10,204 
+0.05% 


DRI/McGRAW-HILL 


Treasury  bonds 
$8,968 
-1.68% 


n  this  page  are  as  of  market  close  Wednesday,  Sept.  14,  1994,  unless  otherwise  indicated 
roups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Sept  1  3  Mutual  fund  returns  are  as  of  Sept.  9.  Relative  portfolios  are  valued  as  of  Sept.  1 3.  A  i 
detailed  explanation  of  this  page  is  available  on  request.  r=  revised 
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itorials  : 


A  RUDE,  BUT  NEEDED, 
AWAKENING  FOR  BIOTECH 


Markets  giveth.  Markets  taketh  away.  So  goes  the 
shakeout  in  biotechnology.  But  while  it's  easy  to 
mope  about  what  went  wrong— "avaricious"  venture 
capitalists,  naive  entrepreneurs,  ill-advised  testing  short- 
cuts—the reality  is  that  the  impending  consolidation  is  the 
best  strategy  for  the  long-term  health  of  this  still-promising 
industry. 

For  too  long,  biotech  has  lived  in  a  financial  dream  world, 
with  stocks  trading  on  little  more  than  "a  perception  of  an  ex- 
pectation." With  over  1,000  companies  in  the  field,  many  of 
them  one-product  concerns,  technology  and  capital  have  be- 
come stretched  extremely  thin.  Instead  of  generating  a 
stream  of  new  biotech  products,  the  industry  has  produced 
more  failures  than  successes. 

Hence  the  winnowing.  Only  a  quarter  of  the  existing  bio- 
tech bunch  are  expected  to  survive.  But  new  technologies 
won't  be  lost.  They'll  come  to  rest  in  companies  with  the  re- 
sources to  develop  them— larger  biotech  players  and  the 
pharmaceutical  giants.  Although  drug  biggies  are  notorious 
for  being  bureaucratic,  they  must  now  find  a  way  to  nourish 
the  entrepreneurial  sparks  propelling  biotechnology.  Alli- 
ances such  as  the  one  between  Roche  Holdings  and  Genen- 
tech  have  shown  it  can  be  done. 

The  second  stage  in  the  biotech  revolution  is  about  to 
begin.  The  markets  placed  bets,  spreading  capital  widely 
to  increase  the  odds  of  success.  Now  the  markets  are  separ- 
ating the  winners  from  the  losers.  The  markets  worketh. 


GIVE  RUSSIA  TRADE  ADVICE, 
NOT  HANDOUTS 


The  upcoming  Yeltsin-Clinton  summit  provides  an  oppor- 
tunity to  demolish  one  of  the  great  policy  myths  ban- 
died about  in  Washington  circles.  That  is,  the  routing  of 
reformers  in  the  last  Russian  election  would  result  in  hyper- 
inflation, economic  chaos,  and  political  instability.  It  simply 
didn't  happen. 

Thanks  to  Prime  Minister  Viktor  Chernomyrdin,  inflation 
is  down  to  5%  a  month  from  30%  a  year  ago,  the  ruble  is 
steady,  and  industrial  production  appears  to  be  bottoming 
out.  In  fact,  official  statistics  are  probably  missing  an  upturn 
in  the  economy  where  much  activity  remains  off  the  books. 

So  stable  is  the  economy  that  American  and  European  se- 
curities houses  are  investing  up  to  $500  million  a  month  in 
the  stocks  of  newly  privatized  companies,  from  aluminum  to 
telecommunications.  Joining  the  investment  flow  is  a  portion 
of  the  $40  billion  in  flight  capital  that  left  the  country  be- 
cause of  inflation  and  taxes.  In  a  world  of  international  cap- 
ital markets,  portfolio  investment  can  finance  true  economic- 
growth  for  the  first  time  in  years. 

This  is  where  the  U.  S.  can  help.  Russia  lacks  a  single 


stock  quote  system  and  clearing  house.  Most  trading  goi 
directly  between  individuals  and  brokers  all  over  the  coi 
As  a  recent  stock  scandal  indicates,  it  is  prone  to  corru; 

The  U.  S.  is  already  supporting  the  creation  of  a  NA, 
style  stock  market  in  Moscow.  It  should  expand  the  prj 
to  tie  in  every  major  Russian  city.  It  can  help  furth 
helping  to  write  basic  legal  and  regulatory  protections 
ed  for  a  legitimate  capital  market. 

Investment  and  trade,  not  foreign  aid,  are  the  wa 
Russia  to  make  the  transition  to  a  growing,  market  ecoi 
The  U.  S.  can  help  further  by  increasing  Overseas  Priva 
vestment  Corp.  resources  for  American  companies 
business  there  and  by  increasing  Russia's  access  to 
markets.  Moscow  could  even  use  some  help  from  Ma 
Avenue.  The  Sharper  Image  catalog  is  already  offering 
sian  binoculars.  How  about:  From  our  spies  to  your  ey 


THROW  THE  BASEBALL 
EXEMPTION  OUT 


In  a  world  of  deregulation  and  market  competition,  w 
even  Russia  and  China  recognize  the  fruits  of  free  e: 
prise,  it  is  quite  amazing  that  America's  pastime  is 
empt  from  the  rules  of  supply  and  demand.  Major  Lei 
Baseball's  antitrust  immunity  harks  back  to  1922  when 
U.  S.  Supreme  Court  ruled  that  baseball  was  not  a 
ness  and  therefore  did  not  fall  under  federal  antitrust  1; 
A  ruling  in  1953  left  the  door  open  for  Congress  to  ren 
the  exemption.  If  the  antics  of  this  year's  boobs  of  s 
count  for  anything,  it  is  that  the  time  has  come  for 
Washington  senators— and  representatives— to  act.  Re 
baseball's  antitrust  exemption  now. 

Baseball's  cartel  status  severely  twists  the  nature  o: 
game.  It  has  emboldened  the  owners  to  pick  a  fight  wit] 
players'  union  in  an  attempt  to  artificially  cap  their  sal 
and  use  the  resulting  funds  to  subsidize  weak  franc 
that  the  market  won't  support. 

Without  the  exemption,  the  players  could  have  aske< 
courts  to  rule  on  whether  the  proposed  salary  cap  i 
unfair  labor  practice.  Instead,  the  players'  union  subj 
baseball  fans  to  a  strike  just  as  the  season  was  heatin; 
Now  there  will  be  no  Matt  Williams  chasing  Roger  M 
home  run  tally.  No  Cleveland  Indians  in  the  playoffs 
World  Series.  Amazing. 

With  million-dollar  salaries  and  billion-dollar  televi 
deals,  the  idea  that  baseball  is  not  a  business  is  simply 
crous.  In  the  end,  baseball  is  a  business  no  different 
football,  basketball,  and  hockey,  none  of  which  is  exe] 
from  antitrust  regs. 

In  a  free  market,  owners  would  have  to  run  their  franc 
es  as  businesses,  not  ego-satisfying  toys.  Mediocre  pla; 
would  have  to  stop  whining  about  their  seven-digit  salai 
And  fans  would  have  to  watch  teams  move  from  Montres 
Pittsburgh  to  Phoenix  or  Tampa/St.  Pete.  With  the 
season  called  on  account  of  greed,  the  message  is  cl< 
Yank  the  antitrust  exemption  and  let  baseball  get  back  U 
business— entertaining  the  fans. 
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The  Automotive 

Rodent 


i  go  100,000  miles  before  its  first  tune-up.  It  has  a  32-valve,DOHC  V8  that  broke  47  different  speed-endurance  records  during  development.Ninety  percent 
peak  torque  is  available  betw  een  1,700  and  5,600  RPM.  And  with  2S0  horsepower,  it  might  be  just  the  boost  that  the  market  is  looking  for.  The  new 

<Z&s<\Ljr^  o  s<\ 

ra  luxury-performance  sedan  by  Oldsmobile.  See  what  happens  when  you  Demand  Better.  1-800-718-7778.    a™  American  Dr-eam 
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First  And  Business  ClaSS  To  Europe  and  Business  Class  to  Europe.  With  new  dining  options  tailored 

How  alike  we  are,  and  yet  how  different  That's  why  American  is  personal  schedules  and  tastes  A  staff  trained  to  anticipate  a\ 
"A  t\ed  to  announce  the  most  individualized  service  ever  in  First  respond  to  singular  needs.  And  priority  check-in  and  hagga 


iling  that give  priority  to  your  valuable  time  Because  while 
ly  thousands  of  people  to  Europe  daily,  when  it  comes  to 
eciating your  individuality,  we  couldn't  be  more  American. 


AmericanAirlines 

Something  special  to  Ei  iropeT 


1993  Bankers  Trust  Nl-w  York  (  lorporation  and  its  affiliated  companies. 


We  can  all  take  a  lesson  from  the  Trojans.  No  matter 
how  something  appears  on  the  outside,  it  pays  to  look  under 
its  skin. 

Suppose  your  business  is  wholly  domestic.  Like  one 
of  our  forest  products  client's  is.  Their  business  is  all  done  in 
their  home  country's  cunency.  No  need  for  them  to  worry 
about  the  ups  and  downs  of  foreign  exchange. 


Some  risk  doesn't  look 
like  risk  at  alL 


But  think  again.  A  devaluation  in  the  cunency  of  an 
overseas  competitor  would  make  that  competitor's  products 
far  cheaper  in  our  client's  home  country.  Deal  a  devastating 
blow  to  their  profits. 

A  customized  long-term  currency  hedge  neutralized  that 
threat.  Then  we  created  a  forward  pulp  market  to  lock  in  raw 
material  prices.  Twice,  we  replaced  risk  wiuS  potential  profit. 

Risk  wears  many  disguises.  Helping  you  see  beneath 
its  surface  is  the  strength  of  Bankers  Trust. 
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TALK  SHOW 


Haiti  has  to  focus  on  the  20th  century,  while  the  rest 
of  the  world  is  focused  on  the  21st  century. 

—Lionel  Delatour,  Haitian  businessman  and  member  of  the  Centei 
for  Free  Enterprise  &  Democracy,  which  opposes  military  rule 
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EAVESDROPPERS 


SPEAK  SOFTLY  AND  CARRY  A  BIG  SCRAMBLER 


As  Jimmy  Carter's  peace 
mission  flew  back  to 
Washington  on  Sept.  18,  it  en- 
countered last-minute  anxie- 
ty that  Haiti's  military  might 
balk  at  the  deal  he  had  just 
negotiated.  Fortunately,  that 
didn't  end  up  happening,  as 


PEACEMONGERS 


U.  S.  troops  landed  unopposed 
the  next  day.  The  behind-the- 
scenes  glimpse  comes  from  a 
tape  obtained  by  BUSINESS 
WEEK  of  two  calls  over  an  un- 
secured radio  link  from  Carter 
aide  Robert  Pastor  in  Port- 
au-Prince  to  the  plane. 

In  the  first  call.  Pastor 
complained  to  Lawrence  Ros- 


NUMBERS  GAME 


ACCOUNTANTS  WANT 
MORE  ACCOUNTABILITY 


sin,  a  National  Security  Coun- 
cil staffer,  that  President  Bill 
Clinton  had  sounded  too  hard- 
line in  earlier  televised  re- 
marks hailing  the  break- 
through, causing  "problems" 
in  Haiti.  Rossin  said  he  and 
General  Colin  Powell,  another 
delegation  member,  "had 
the  same  reaction— that 
we  should  soften  it  up." 

In  the  second  call,  Pas- 
tor woke  up  Carter  with 
the  news  that  edgy  Hai- 
tian generals  wanted  the 
U.  S.  troop  contingent 
scaled  back.  Pastor,  who 
had  gotten  this  from  the 
Haitian  Foreign  Minister 
because  he  couldn't  reach 
the  generals,  suggested 
that  the  invasion  be  de- 
layed as  a  goodwill  ges- 
ture. Carter  replied:  "If 
the  Haitian  military  is  not 
available,  I  can't  stop 
what  we  are  going  to  do." 

Later,  when  shown  a 
transcript  of  the  inter- 
cepted calls  during  a  CNN 
interview,  Carter  said  he  was 
"taken  aback."  He  added: 
"Now  I  see  what  happened 
to  Prince  Charles,"  who  two 
years  ago  was  overheard 
on  an  intimate  phone  call. 
Otherwise,  Carter  and  Pas- 
tor weren't  available  for 
comment.  Mark  Lewyn 


RONALD:  Help  from  Mom? 


SLUGFESTS 

TO  HAFT 
AND  HAFT  NOT 


A major  plot  point  ap- 
proaches in  the  saga  of 
the  Haft  family  fight  for  con- 
trol of  Dart  Group:  On  Sept. 
30,  outside  directors,  who  for 
now  are  running  Dart,  will  de- 
cide on  the  validity  of  stock 
options  that  patriarch  Herbert 
granted  son  Ronald  when  they 
were  allies  last  summer. 
These  days,  they're  at  odds. 

If  upheld,  the  options  would 
give  Ronnie,  Dart's  president, 


a  44%  stake  in  the  compa' 
with  Herbert's  reduced  fri 
52%  to  33%.  Dart  Chairm 
Herbert  set  that  up  to  ma 
his  assets  less  attractive  in 
divorce  from  Gloria  Haft. 
Herbert  wins,  he's  likely 
try  to  oust  Ronnie.  A  win 
Ronnie  means  no  one  \ 
have  control,  and  insiders  s 
the  board  might  appoint 
of  their  own  as  chairman. 

So  Ronnie  has  sough 
thus  far  in  vain— to  win  ba 
his  estranged  mother  Glo: 
and  sister  Linda,  both  ow 
ers  of  Dart  stock.  Should 
cobble  together  a  victory, 
may  try  to  sell  off  the  e 
pire  his  father  created.  I 
has  hired  law  firm  Skadd> 
Arps,  Slate,  Meagher  &  FL 
to  help  do  a  breakup  vah 
tion.  Dart  has  real  esta 
around  Washington,  pi 
stakes  in  Crown  Books,  Tr 
Auto,  and  Shoppers  Fo 
Warehouse.  Currently,  Da 
trades  at  $80  per  share,  b 
analysts  say  it  could  feti 
$200  broken  up.  Mark  Lev/ 


THICK  WALLETS 


PAYOFFS  AT  A  DOWNSIZED  DEC 


Restructuring  is  painful, 
what  with  layoffs  and 
plant  closings,  but  it  can  be 
lucrative  work.  Take  Digital 
Equipment,  whose  $2.1  billion 
loss  for  the  fiscal  year  ended 
July  2  is  its  second-worst  ever. 
Total  pay  for  its  five  top  exec- 
s  rose  70%  in  that  year. 


Accountants,  who  have 
been  zapped  by  mega- 
buck  judgments  after  s&Ls 
and  other  healthy-seeming  cli- 
ents collapsed,  are  pushing  to 
make  financial  statements  dis- 
close more  info.  To  the  dis- 
may of  Corporate  America,  a 
blue-ribbon  committee  of  the 
American  Institute  of  Certi- 
fied Public  Accountants  is 
about  to  call  for  breaking  out 
more  detailed  financial  results 


of  a  company's  divisions.  Most 
corporations  prefer  to  glom 
them  together.  That  way, 
shareholders  don't  know  when 
strong  units  support  manage- 
ment-favored weak  ones. 
Other  disclosure  proposals 


from  the  accountants  include 
discussing  fully  the  risks  of 
such  exotic  financial  instru- 
ments as  derivatives  and  off- 
>alance-sheet  financial  ar- 
rangements. One  novel  idea: 
Produce  a  separate  fourth- 
quarter  report  instead  of 
lumping  the  numbers  in  with 
the  annual  report's  results. 

The  organization's  thinking 
carries  weight  with  the  rule- 
making Financial  Accounting 
Standards  Board  and  the  SEC. 
But  a  panel  of  the  Financial 
Executives  Institute  says  there 
are  more  than  enough  data 
out  there.    Michael  Schroeder 


A  just-released  proxy  sa; 
expanded  duties  for  Vice-Prt 
ident  Enrico  Pesatori  earn* 
him  an  18%  raise  in  the  ne 
year,  and  Charles  Christ  g 
one  of  35%  to  lead  a  ne 
unit.  CEO  Robert 
Palmer  got  no 
cash  raise,  but  di- 
rectors awarded 
him  stock  options. 
Since  Wall  Street 
optimism  on  DEC  is 
boosting  its  stock 
lately,  Palmer  has 
a  paper  profit  that 
exceeds  his  $900,000  salary.! 

Execs  shed  in  the  restru 
turing  didn't  do  shabbily.  Eaj 
lier  this  year,  sales  head  E< 
ward  Lucente  walked  awa 
with  a  $630,000  settlemen 
and  consulting  chief  Greshai 
Brebach  Jr.,  $500,000.  Ou 
side  director  and  Compens; 
tion  Committee  Chairma 
Thomas  Phillips  decline 
comment.    Gary  McWilliam 
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L  P  FRC 


Appointment  Scheduler 


Calculator 

© 

World  Time  Clock 

□ 

Paperless  Note  Pad 


Handwriting  Annotation 


Simon  has  arrived  and  it's  as  m  revolutionary  as  you've  heard. 

Say  hello  to  the  worlds  first  personal  cellular  communicator  that  puts 
all  your  mobile  business  tools  into  one  small  handheld  package.  Its 
easy  to  use,  affordable  and  it's  wireless!  So  it  goes  where  you  go  — 
works  where  you  work.  Say  hello  to  Simon.  It's  simply  innovative. 

Call  1-800-SIMON  SAYS.  And  Lei  BellSouth  Simplify  Your  Mobile  Communications. 


(7  4  6    6  6  1?! 


Standard  and  Predictive 
Keyboards 


Simon 

Mobile  Communications  Made  Simple 


From  BELLSOUTH 
Designed  by  IBM 


® 

Help  Functions 


Simon  Specifications  -  Size:  8"x  2.5"  x  1.5";  Weight:  18  oz 


NEW  WORLD  ORDER 

LOST  IN  THE 
TRANSLATIONS 


Among  the  biggest  prob- 
lems of  converting  from 
socialism  to  capitalism  in  the 
former  Soviet  bloc  is  the  lack 
of  a  free-enter- 
prise vocabu- 


lary. The  Moscow  office  of 
U.  S.  shipping  outfit  Sea-Land 
wanted  to  draft  a  brochure 
detailing  its  "customer  ser- 
vice." Confused,  a  Sea-Land 
Russian  staffer  asked:  "Is 


that  the  same  as  the  Customs 
Service?" 

In  America,  government 
bills  are  short-term  obligations 
and  bonds  are  longer-term.  In 
Russia,  the  definitions  some- 
how got  transposed,  confus- 
ing Western  investors.  Rus- 
sian translators  also  have 
trouble  with  the  difference  be- 
tween a  commodity  and  a 
stock  exchange.  And  it  takes 
three  sentences  to 
define  the  alien 
concept  of  "cash 
flow."  Another 
source  of  bafflement  to 
Westerners  and  natives  is  the 
new  practice  of  adopting  En- 
glish terms  phonetically:  "det- 
ekuityrasho"  means  "debt-eq- 
uity ratio." 

Recently,  a  potential  in- 
vestor in  London  asked  Peter 
Zwack  if  his  Hungarian  liquor 
company,  called  Zwack,  would 
name  any  "nonexecutive  di- 
rectors." Said  Zwack:  "No,  all 
the  directors  in  this  company 
work  for  a  living."  Patricia 
Kranz  and  Karen  Lomi)  Miller 


GENERATION  Y 


NEXT,  A  12-YEAR-OLD  LARRY  KING? 


KidStar,  a  Seattle  call-in 
radio  station  for  the 
younger  set,  is  pushing  to  go 
national.  Owned  by  a  group 
of  private  investors  and  ben- 
efiting from  software  giant 
Microsoft's  and  retail  chain 
Nordstrom's  funding,  it  just 
announced  plans  to  sign  up 


big  talk:  Kids  are  often  looking  fot 


stations  in  10  big  U.  S.  cities 
by  next  spring.  That  way, 
KidStar  figures  it  can  attract 
lucrative  national  advertising; 
it  only  gets  local  ads  now. 
Since  its  debut  in  May,  1993, 
the  station's  format  has  been 
a  hit  with  its  12-and-under  au- 


dience, logging  800,000  young- 
sters' phone  calls. 

Kids  aren't  put  on  the  air 
live,  for  fear  they'll  clam  up 
or  won't  be  understandable. 
Their  calls  are  taped  and  edit- 
ed. Parents  must  consent  in 
writing  before  a  child's  voice 
is  used.  Kids  ask  for  advice 
about  problems,  re- 
port on  what  they 
do  for  play,  and  con- 
fess safety  mishaps. 
Example:  a  5-year- 
old  cyclist  tells  how 
he  was  hurt  in  a  fall 
because  he  wore  no 
helmet.  Adult  an- 
nouncers—some have 
squeaky  voices  such 
as  the  Weather 
Squirrel's,  others 
don't— give  kid-level 
versions  of  the  news.  The  ob- 
jective is  to  be  upbeat,  "cool," 
and  not  teacherly. 

KidStar  airs  from  6  a.m.  to 
midnight.  That's  late  for  most 
listeners,  but  KidStar  says  it 
reaches  those  who  are  sick  or 
can't  sleep.    Dori  Janes  Yang 


DRAWN  AND  QUARTERED 

in  business  n&ws, 
/vergers  and 

TAKEOVERS 


SHOW  BIZ 


'60s  ALBUM  ART  THAT 
WONT  FADE  AWAY 


Rock  'n'  roll  may  be  here 
to  stay,  but  that  memo- 
rable old  LP  cover  art  of  yore 
sure  isn't.  Think  of  the  intri- 
cate artwork  on 
the  cover  of  the 
Beatles'  Sgt. 
Pepper's  Lonely 
Hearts  Cliib 
Band  (1967), 
now  stuck  in  the 
basement  to 
fade  and  mold 
away.  The  art 
on  compact-disk 
jewel  boxes  is 
too  small  to  be 
appreciated  as  easily. 

Seeking  a  niche  in  the 
booming  rock-nostalgia  mar- 
ket, ex-disk  jockey  Denny  So- 
mach,  41,  has  brought  out 


OLD  TIMES 

Sgt.  Pepper 


signed  lithographs  of  old 
bum  art.  "Otherwise,  if  y| 
want  to  know  in  the  ye 
2002  what  Sgt.  Pepper  lookl 
like,  you'd  have  to  go  to| 
museum,"  says  Somach.  Ls 
year,  he  formed  MusicoJ 
based  in  Havertown,  Pa.,  ai| 
set  out  to  peddle  the  art 
home-shoppii 
channels  aij 
music  stores. 

Prices  var 
For  the  Rolliri 
Stones'  Stick 
Fingers  albul 
cover  (1971),  fj 
instance,  the  2a 
to  300  lithj 
graphs  complel 
with  handwri| 
ten  autograpr 
likely  will  go  for  $2,000-pli 
each.  For  Sgt  Pepper  or  otl 
ers  with  only  machine-prin| 
ed  autographs,  the  price 
$150  to  $250. 


Lithographs  of 
for  $150-$250 


THE  BIG  PICTURE 

SUPER  INFO- WHATEVER 

In  April,  a  Harris  Poll  showed  that  only 
34%  of  all  adults  had  heard  of  the  Infor- 
mation Superhighway.  By  late  July,  that 
number  was  48%.  But  most  adults  still 
don't  know  much  about  key  components 
of  the  Infobahn,  the  latest  poll  shows. 


100 
75 
50 
25 
0 


PERCENT  OF  ADULTS  WHO  HAVE 
—  HEARD  OR  READ  ABOUT:  — 


ON-LINE 

.  SERVICES  E-MAIL     DIGITAL  THE 
INFORMATION  INTERNET 


THE 
CLIPPER 
CHIP 


SURVEY  TAKEN  JULY  25-28 


DATA.  LOUIS  HARRIS  &  ASSOCIATES 


FOOTNOTES 


U.S.  sales  of  toothbrushes,  in  1991:  $370  million.  In  1993:  $580  million 
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UP  FRO 


A    M    E    R    I    C   A'S  UMBRELLA 


At  The  Travelers  we  realize  the 
contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss  costs 
by  focusing  on  the  human  side. 

Through  our  innovative 
program  of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job. 
Tor  one  customer  this  helped  cut 
accidents  by  50% -and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  on 
getting  your  people  back  to  work 
quickly-accelerating  claim  response 
time  while  managing  the  quality 
and  cost  of  medical  care. 

Our  commitment  to  reducing 
loss  cost  is  just  one  of  the  reasons 
we  maintain  a  consistent  95% 
retention  rate  among  our  large 
com  me  rc  ia  I  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  money. 


All  backed  by  130  years  of 
experience  and  the  understanding 
that  for  each  employee  under 
America's  umbrella,  any  accident 
is  one  too  many. 


1994  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


Travelerslnsurance 

A  Member  of  TravelersGroup  J 


>ONE  '  f'JNES,  all  names  and  all  related 
d'cia'j  •  to  iemarks  of  Warner  Bros.  ©  1994 


Another  IBM  Client/Server  Success. 


as  a. 


Warner  Bros.  Studio  Stores  are  opening  about  as  fast 
..beep  beeip...Roadrunner,  and  a  big  part  of  their  busi- 
ness is  original  artwork,  or  eels,  from  Warner  Bros,  cartoons. 

"No  two  production  eels  are  alike,  yet  each  one  has  to 
be  available  in  all  of  our  100  stores,  si multaneously,,,  says 
Karine  Joret,  Vice  President,  Worldwide  Marketing. 

What  Joret  needed  was  a  client/server  system  that 
could  1)  display  eels  in  perfect  detail,  2)  be  easy  enough 
for  any  user,  3)  make  it  impossible  for 
two  customers  to  order  the  same  eel  and 
f)  integrate  smoothly  with  their  existing 
point-of-sale  system. 

"We  also  needed  a  vendor  who  really 
knew  retailing 
and  could  do  the 
entire  job,  at  our 
speed,  it  was 
IBM." 

What  IBM 
created  is  an 
0S/2!-based  mul- 
timedia system 
with  touch-screen 
PC  clients  in 
stores  and  a  server 
in  Burbank,  all 
tied  in  to  a 
BISC-based 
network  for 

point-of-sale.  IBM  wrote  the  application 
software  and  helped  build  facilities  for  digi- 
tizing images  at  the  Warner  Bros.  Studios. 

"Now,"  says  Joret,  "instead  of  flipping 
through  photocopies,  customers  browse  on  a 
screen,  and  the  instant  a  eel  is  bought  its  pulled  from  the 
system,  even  as  other  customers  browse  in  other  stores.  Its 
exactly  what  we  asked  for. 

"As  upcoming  animated  films,  such  as  the  Roadrunner\ 
'Chariots  of  Fur,'  create  more  demand  for  our  products,  our 
business  grows  and  our  needs  change.  IBM  is  always  right 
there  with  us;  I  can1 1  tell  you  how  helpful  that  is." 

It's  another  side  to  client/server  I BM  takes  seriously:  that 
you're  the  client,  and  we  re  the  server.  Call  us  and  you'll  see. 
That  s  all  folks. 


Karine  Joret 
Vice  President 
Worldwide  Marketing 


For  nunc  information  about  IBM  Client/Server,  ask  for  extension  "slur"  !><I2  at 

1 800 IBM-3333. 


IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation 
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PARENTS  IN  THE  SCHOOLS 

ARE  NO  NOVELTY  

In  "pta  meetings?  Part  of  a  govern- 
ment plot"  (Up  Front,  Sept.  5),  I  must 
correct  your  erroneous  report  that  the 
Clinton  Administration's  initiative  to  en- 
courage greater  family  involvement  in 
education  is  designed  to  "counter  critics 
from  the  far  right." 

You  imply  that  this  initiative  is  part  of 
a  newly  developed  strategy.  But  family 
involvement  has  been  part  of  the  school- 
improvement  agenda  for  at  least  10 
years  now.  As  Governor  of  South  Caro- 
lina, I  made  it  an  integral  part  of  our 
Education  Improvement  Act,  passed  in 
1984.  The  law  made  South  Carolina  one 
of  only  four  states  to  initiate  strategies 
to  help  parents  in  their  role  as  the  prin- 
cipal teacher  of  their  children.  The  re- 
sults were  gratifying.  PTA  membership 
rose  steadily,  and  in  a  1988  poll,  65%  of 
our  state's  teachers  said  parental  in- 
volvement had  increased. 

I  must  also  set  the  record  straight 
on  the  charge  that  our  family-involve- 
ment initiative  means  "government  en- 
croachment" on  local  control  of  educa- 
tion. The  initiative  seeks  to  promote 
community  partnerships  among  parents, 
teachers,  and  schools.  In  this  way,  local 
control  will  be  strengthened.  President 
Clinton  and  I  believe  strongly  that  local- 
ly developed  solutions  are  the  best  way 
to  improve  education  for  our  children. 

Richard  W.  Riley 
Education  Secretary 
Washington 

SALVOS  OF  THE 

'THIRD  INDUSTRIAL  REVOLUTION' 

We  believe  mergers  such  as  the  ones 
you  mention  ("Mergers  today,  trou- 
ble tomorrow?"  Top  of  the  News,  Sept. 
12)  are  just  the  first  salvos  in  the  third 
industrial  revolution  described  by  Har- 
vard's Professor  Michael  C.  Jensen.  But 
we  do  not  agree  these  mergers  are  about 
efforts  to  eliminate  excess  capacity.  We 
believe  the  revolution  is  about  two 
things:  a  major  paradigm  shift  in  tech- 
nology and  the  need  for  U.  S.  companies 
to  compete  in  a  global  economy. 


In  the  proposed  merger  betwe 
Lockheed  Corp.  and  Martin  Mariet! 
Corp.,  both  companies  are  bei 
squeezed— by  the  severe  downsizing 
the  U.  S.  defense  establishment,  by  tj 
ing  to  maintain  costly  technological  i 
search  and  development,  and  by  t 
growing  pressures  of  global  competitii 
Such  action  is  critical  for  the  survival 
both  companies. 

The  Viacom  Inc.  and  Paramou 
Communications  Inc.  deal  is  also  abo 
technology:  making  video  and  ent 
tainment  products  for  the  electronic 
livery  systems  of  the  present  and  ne; 
future.  The  merger  is  about  deliver! 
interactive  products  to  home  and  offi 
around  the  globe.  While  Viacom  a 
Paramount  work  on  products  for  t 
delivery  system,  other  deals  are  bei 
explored  by  computer,  telecommunicj 
tions,  and  media  companies  with  utili 
providers  such  as  electric,  gas,  and  w 
ter  companies. 

It  is  our  belief  that  these  merge 
will  not  slow  innovation— but  in  ma: 
ways  are  a  result  of  innovation.  Th 
are  not  about  creating  monopolies, 
your  article  suggests. 

William  B.  Seebe 
Managing  Directcl 
Grant/Seebeck  Internation; 

Wilton,  Com 

THE 'DAMP  RESPONSE' TO 
PERSONAL  DIGITAL  ASSISTANTS 


■  n  "PDA:  Premature  death  announce 
I  ment"  (Information  Processing,  Sepl 
12),  you  surprisingly  omitted  some  c 
the  most  impressive  successes  in  th 
pen-based/PDA  segment. 

The  automatic-identification  industr} 
including  Symbol  Technologies,  Telxor 
and  Norand,  has  successfully  launche- 
pen-based  products  that  are  targetet 
at  vertical  markets,  such  as  health  can 
and  transportation,  rather  than  th 
"mobile  executive,"  who  was  the  focu 
of  most  of  the  computer  giants  such  a 
Apple  Computer,  AT&T,  and  Compaq 
Computer. 

The  damp  response  to  the  Newton 
and  EOs  proves  the  consumer  will  no 
"swallow  technology  for  technology' 
sake."  Today,  and  more  so  in  the  future 


3  392 


iVnti 


BUSINESS  WEEK 
OCTOBER  3,  1994 
ISSN  0007-7135  . 

Published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill,  Inc. 
Founder:  JamesH.  McGraw  (18*30-1948). 

Executive,  Editorial,  Circulation,  and  Advertising  Offices:  McGraw-Hill 
Building.  1221  Avenue  of  the  Americas,  New  York.  N.Y.  10020. 
Telephone:  212-512-2000.  Telex:  Domestic  127039;  Intl.  2360127039.  U.S. 
subscription  rate  $46.95  per  year;  2  years,  S78.95;  3  years,  $104.95.  Single 
copies.  S2.75;  hack  issues.  So.  Write  for  rates  in  other  countries.  Subscrib- 
er Services:  1-800-635- 1200.  TDD:  1-800-554-1579 
PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Gen 
ter  ICCCI.  222  Rosewood  Drive,  Danvers.  MA  01923,  to  photocopy  any  article  herein  for  the  flat  fee  of  $1.50  per  copy  of  each  article.  Send  payment  U 
the  CCC.  Copying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited.  Address  requests  for  cus 
tomized  bulk  reprints  to  Business  Week  Reprints.  P.O.  Box  457,  Hightstown.  N.J.  08520.  or  call  609-420-5494.  ISSN  0007-7 135/94/S2. 75 
PRINTED  IN  THE  U.S.A. 


Postmaster:  Send  address  changes  to  BUSINESS  WEEK,  P  0.  Box  43( 
Hightstown,  N.J.  08520.  Second-class  postage  paid  at  New  York,  N.Y.,  an- 
at  additional  mailing  offices.  Postage  paid  at  Montreal.  P.Q.  Canada  Pos 
International  Publications  Mail  Product  Sales  Agreement  No.  246484 
Registered  for  GST  as  McGraw-Hill,  Inc.  GST  #R123075673.  Copyrigh 
1994  by  McGraw-Hill  Inc.  All  rights  reserved.  Title  registered  in  U.S.  Pat 
ent  Office.  European  Circulation  Center.  McGraw-Hill  House,  Maiden 
head,  Berks,  England.  Telephone:  0628-23431;  Telex:  848640. 
Officers  of  McGraw-Hill.  Inc.:  Joseph  L.  Dionne,  Chairman  and  Chief  Ex 
eculive  Officer;  Harold  W.  McGraw.  UI,  President  and  Chief  Operating  OI 
ficer;  Robert  N.  Landes,  Executive  Vice  President,  General  Counsel,  an< 
Secretary;  Robert  J.  Bahash.  Executive  Vice  President  and  Chief  Financia 
Officer;  Frank  D.  Penglase.  Senior  Vice  President.  Treasury  Operations 


12      SlNESS  WEEK/OCTOBER  3,  1994 


SANWA  BANK  INTRODUCES 

GLOCAL  BANKING. 
THERE  IS  NO  ALTERNATIVE 


In  the  world  of  financial  services,  most  banks  are 
following  one  of  two  courses. 

Global  banking.  And  local  banking. 

But  global  banking  often  loses  sight  of  local  conditions, 
local  needs. 

While  local  banking  lacks  the  reach  and  the  perspective 
to  serve  your  needs  around  the  world. 

Which  is  why  the  introduction  of  glocal  banking  — 
from  Sanwa  Bank  —  is  important  news. 

Sanwa  provides  a  full  range  of  financial  services  tailored  to 
meet  local  needs  in  every  city  where  Sanwa  does  business. 

And,  beyond  that,  access  to  the  Sanwa  global  network; 
a  formidable  resource  only  a  bank  that  ranks  among 
the  four  largest  in  the  world*  could  provide. 

Local  needs.  Global  strength. 

For  corporate  finance.  For  public  projects.  To  meet 
your  every  financial  need.  From  rapid  fund  access  to 
swift  financing  to  M&cA  services  to  credit  analysis. 
And  etc.,  etc.,  etc. 

So  see  Sanwa. 

And  see  what  a  difference  glocal  banking  can  make. 


Sanwa  Bank 

Capital  strength.  Capital  ideas. 


•FORTUNE,  August  22,  1994 


The  Sanwa  Bank  U.S.A.  &  Canada  Network  

USA- 
Branches:  New  York:212-339-6300  Chicago:312-368-3000  San  Francisco:41 5-597-5200  Los  Angeles.213-896-7407 
Agencies:  Atlanta:404-586-6880  Dallas:214-744-5555 
Loan  Production  Office:  Boston:6 17-654-2930 
Rep.  Offices:  Houston:713-654-9970  Cleveland:216-736-3380 

Subsidiaries:  Sanwa  Bank  California:213-896-7000  Sanwa  Business  Credit  Corporation:312-782-8080  Sanwa  Leasing  Corporanon:  810-637-4100 
Sanwa  General  Equipment  Leasing:410-821-7200  Sanwa  Securities  (U.S.A.)  Co.,  L.P.:2 12-527-2500 


Canada 

Rep.  Offices:  Toronto:416-366-2583 
Subsidiaries:  Sanwa  Bank  Canada 

Toronto  Head  Office: 

416-366-2583 

Sanwa  McCarthy  Securities  Limited 
Toronto  Head  Office: 


Sanwa  Futures  L.L.C.:3 12-341 -6530  Sanwa  Financial  Products  Co.,  L.P.:212  407  3500  Sanwa  Bank  Trust  Company  of  New  York:212-361-21 1 1 
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I  take  it  p 

"Environmental  issues  are  often  controversial.  agencies  or  action  groups  are  not  the  enemy.  T| 

I  try  to  take  the  politics  out  of  it.  I'm  an  engineer.  are  our  partners  in  managing  the  environm,l 

The  solutions  I  propose  are  based  purely  on  facts.  We  may  not  always  agree,  but  we  all  have  the  Scl 

Technical  and  scientific  facts.  To  me,  governmental  goal.  They  know  I  care  about  the  environmei 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  and  fiti 
More  than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information,  wri'l 
call:  Corporate  Communications  Department/R6,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (31  2)  906-7500. 


Mariam  Tehrani,  Manager  of  Environmental  Affairs,  Chemicals  North  America: 


irsonally 


isionally  and  personally.  I'm  not  afraid  to 
up.  When  I  do,  the  company  listens  because 
environmental  policy  is  good  business, 
he  best  way  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


Readers  Report 


the  consumer  will  invest  in  technology 
that  is  economically  justifiable. 

Girish  Rishi 
Industry  analyst 
Venture  Development  Corp. 

Natick,  Mass. 

GOLD  FOR 

THE  GOLDEN  YEARS  

Your  article  "The  economics  of  ag- 
ing" (Cover  Story,  Sept.  12)  discuss- 
es many  positive  factors  about  our  fi- 
nancial future.  The  authors  place  great 
hope  in  the  growing  savings  rate  and 
the  extended  working  life  of  baby  boom- 
ers. They  fail  to  consider,  however,  the 
effect  of  downsizing,  rightsizing,  and 
outsourcing  on  this  group. 

A  downsized  baby  boomer  will  have 
reduced  ability  to  "pour  billions  of  dol- 
lars into  retirement  savings  plans  and 
mutual  funds"  and  will  have  great  diffi- 
culty finding  a  job  that  will  replace  lost 
income  or  that  will  last  until  the  new, 
delayed  retirement  date. 

This  situation  will  create  a  new  class 
of  educated,  though  poor,  workers— who 
will  be  more  dependent  than  ever  on 
Social  Security.  To  compound  the  prob- 
lem, their  reduced  incomes  will  not  be 
available  to  fund  Social  Security. 

John  M.  Blocher 
Spring,  Tex. 

Missing  from  your  relatively  well- 
written  article  are  the  effects  of 
the  budget,  trade  deficits,  and  a  de- 
clining currency  on  the  future  econo- 
my. Most  people  agree  that  those  over 
65  should  live  the  highest  quality  of 
life  for  as  long  as  they  can— but  at  what 
cost  to  future  generations?  The  authors 
appear  to  view  this  subject  in  a  vacu- 
um, as  does  the  leadership  of  the 
American  Association  of  Retired  Per- 
sons. The  federal  budget  deficit  has  not 
been  significantly  addressed  in  more 
than  a  decade,  which  raises  the  con- 
cern about  lowering  the  standard  of 
living  of  future  generations  in  order  to 
raise  artificially  the  standard  of  living 
for  the  current  generations  through  def- 
icit spending.  The  Information  Revolu- 
tion may  increase  productivity,  but  can 
it  create  the  wealth-producing  indus- 
tries that  can  restore  and  revitalize  a 
decaying  middle  class  for  the  coming 
generations? 

Also,  how  can  anyone  project  bright 
financial  scenarios  for  the  future  when 
the  average  citizen's  purchasing  power 
continues  to  decrease  year  after  year? 
It's  time  to  take  off  the  rose-colored 
glasses. 

James  H.  Nicholas 
Sellersville,  Pa. 


As  a  boomer  in  his  prime,  I  was 
heartened  by  your  article  on  our 
retirement  prospects.  But  your  feature 
should  have  offered  a  few  ideas  to  our 
legislators  on  measures  that  could  stim- 
ulate personal  retirement  planning.  I 
work  for  a  small  company  with  no  re- 
tirement plan  of  any  kind,  and  the  pres- 
ident has  absolutely  refused  to  estab- 
lish even  a  401(k).  So  I'm  on  my  own. 

We  desperately  need  legislation  that 
frees  employees  of  small  companies  (the 
vast  majority  of  workers!)  from  the  limits 
of  the  archaic  IRA  plan.  Two  thousand 
dollars  a  year  maximum— what  a  joke. 
That  won't  even  cover  incontinence  pads. 

Hunter  McCleary 
Vienna,  Va. 

Your  story  states  that  "the  primary 
force  pushing  health  costs  ever 
higher  in  the  U.  S.  is  technology,  not 
demographics."  Recent  studies  by  the 
Health  Care  Technology  Institute  and 
Project  Hope,  studying  both  the  cost 
and  use  of  technology,  estimate  that  be- 
tween 1980  and  1990,  when  personal 
health-care  spending  rose  10.3%,  new 
technology  contributed  only  1.6  percent- 
age points  annually,  or  about  15%  of  the 
total  increase  in  health-care  spending— 
hardly  a  primary  force  pushing  costs 
ever  higher.  Technology  is  not  a  cause 
but  a  solution. 

Thomas  M.  Loarie 
Chairman  and  CEO 
Kera  Vision 
Fremont,  Calif. 

A  CLEARER  VIEW 

OF  EMERGING  COMPANIES  

I read  the  story  on  the  American  Stock 
Exchange's  Emerging  Company  Mar- 
ketplace ("Did  the  Amex  turn  a  blind 
eye  to  a  'showcase'  stock?"  Finance, 
Sept.  12)  with  interest.  But  consider 
this:  The  return  on  an  equal-weighted 
portfolio  of  these  dogs  is  32.6%.  Skewed 
though  this  number  is  by  the  enormous 
1,542.1%  return  on  Three-Five  Systems, 
it  is  still  greater  than  the  23%  return  on 
the  Russell  2000.  As  my  business  school 
professor  used  to  say:  "Diversification 
forgives  most  investing  mistakes." 

Jags  Dubashi 
Mountain  View,  Calif. 

While  the  table  accurately  depict- 
ed North  Coast  Energy  Inc.'s  cur- 
rent share  price  compared  with  the  date 
we  listed  on  the  Emerging  Company 
Marketplace,  you  did  not  note  that 
North  Coast  left  the  ECM  on  Apr.  6, 
1993,  and  relisted  on  nasdaq. 

We  are  certainly  not  alone  in  this  sit- 
uation, but  I  would  ask  the  question: 


How  do  small  companies,  includh- 
North  Coast,  that  are  profitable  aw  t 
growing  attract  capital  and  support  irr. 
there  are  no  ECMs? 

Garry  RegA 
Cleveland 

Your  table  "The  class  of  92:  Most  a« 
flunking"  includes  "Intertel  Comml 
nications"  as  a  member  of  that  cladj 
That  Canadian  corporation  was  unrel^^ 
ed  to  our  company,  Inter-Tel  Inc.,  aw 
our  major  telecommunications  subsi™ 
ary,  Inter-Tel  Communications  Inc. 

The  Intertel  Communications  list* 
in  your  table  has  changed  its  name  I 
IntelCom  Group  Inc.,  a  corporation  | 
British  Columbia. 

Please  help  us  to  correct  the  conflfc 
sion  between  our  25-year-old  telecom! 
munications  mmpany  and  this  nefl 
comer. 

Ralph  Marsjl  i 
Secretanr1 
Inter-Tel  Ink 
Chandler,  Aril, 

THE  SENATOR  IS 

NOT  FOR  BURNING  

Your  article  "Phil  Gramm:  A  slasij 
and-burn   artist's   White  Houi 
quest"  (Washington  Outlook,  Sept.  1 
did  not  meet  the  normally  high  sta*. 
dards  of  fair,  objective  journalism  bus! 
ness  leaders  have  come  to  expect  froif 
your  magazine.  Senator  Gramm  is  e:J 
traordinarily  intelligent,  principled,  an] 
creative.  He  believes  that  big  govern 
ment  and  high  taxes  rob  each  of  oil 
citizens  of  the  opportunity  to  be  all  hi 
or  she  can  be.  I  recommend  an  unbiase 
reporter  travel  with  Senator  Grami 
and  see  how  he  and  his  agenda  are  r< 
ceived  outside  Washington. 

Fred  Meyt 
Chairma 
Aladdin  Industries  In< 
Dalle 
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Our  international  service. 
Available  in  small,  medium  and  large. 

No  matter  what  kind  of  cargo  you're  shipping,  no  one  takes  it  over  there  like  FedEx  "  From  a  few  ounces  to 
shipments  over  500  pounds.  Just  call  1-800-247-4747*  and  we'll  make  shipping  ^^,^J 
overseas  as  easy  as  shipping  next  door.  Our  most  important  package  is  yours  .  I 

Federal  Express 

©1994  Federal  Express  Corporation  *TDD  1-800-238-4461 


A  PIECE  OF  THE  ACTION:  HOW  THE  MIDDLE  CLASS  JOINED  THE  MONEY  CLASS 

By  Joseph  Nocera 

Simon  &  Schuster  •  464pp  •  $25 


IN  PLASTIC 
WE  TRUST 


The  world  changed  radically  in  Sep- 
tember, 1958,  when  Bank  of  Amer- 
ica mailed  its  first  BankAmeri- 
cards— forerunners  of  Visa  cards— to 
60,000  customers  in  Fresno,  Calif.  No 
one  had  asked  for  the  cards,  and  no  one 
was  quite  sure  what  to  do  with  them. 
They  were  such  an  oddity  that  people 
would  crowd  around  a  cash  register  to 
see  someone  use  one. 

The  credit  cards  gave  the  citizens  of 
Fresno  an  option  they  never  had:  With 
every  purchase— not  just  those  from  a 
few  card-issuing  department  stores— they 
could  choose  to  pay  up  at  the  end  of  the 
month  or  pay  in  installments,  with  inter- 
est. That  choice,  which  millions  of  us 
now  face  monthly,  was  the  first  shot  in 
the  money  revolution— the  beginning  of 
sweeping  changes  that  have  given  ordi- 
nary Americans  credit  on  demand,  high 


rates  of  interest  on  savings,  and  unend- 
ing investment  opportunities. 

In  his  richly  detailed  and  thoroughly 
documented  A  Piece  of  the  Action:  How 
the  Middle  Class  Joined  the  Money  Class, 
Joseph  Nocera  chronicles  the  transforma- 
tion of  personal  finance  through  the  sto- 
ries of  the  innovators  who  fomented  it. 
There's  John  Reed,  chairman  and  CEO  of 
Citicorp,  who  holds  that  position— and 
was  able  to  hold  on  through  tough 
times— because  he  led  the  hank  into  the 
highly  profitable  credit-card  business  in 
the  '70s  and  '80s.  There's  Charles 
Schwab,  whose  discount  stock  broker- 
age was  so  appealing  to  investors  that  it 
succeeded  despite  chronic  chaos.  There's 
Edward  C.  "Ned"  Johnson,  who  built  Fi- 
delity Investments  into  the  nation's  larg- 
est mutual-fund  company,  and  Peter 
Lynch,  his  star  portfolio  manager. 
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Nocera  turns  up  enough  tidbits  abc 
these  figures  to  keep  his  narrative  fret 
But  even  more  fascinating  are  the  p( 
pie  who  wrought  profound  changes  y 
remain  relatively  obscure.  Among  th< 
are  Joseph  Williams  of  Bank  of  Ameri' 
who  developed  the  all-purpose  bank- 
sued  credit  card,  and  Dee  Ward  Hoc 
who  wove  the  interbank  network  th 
made  the  card  as  good  as  cash— and  w 
for  years  ruled  Visa  like  an  emperor. 

One  of  Nocera's  quirkiest  characters 
Andrew  Kahr,  a  stringy-haired  manag 
ment  consultant  who  comes  closest 
anyone  in  the  money  revolution  to  bei:  Baf!' 
a  bomb-thrower.  Kahr,  writes  Nocer 
"considered  the  traditions  and  regu! 
tions  of  American  finance  irrelevarj 
since  his  mind  instinctively  rearrange 
things  in  patterns  he  found  more  mea 
ingful."  So  Kahr,  consulting  for  Merr 
Lynch  &  Co.  in  the  mid-1970s,  rethoug 
the  custom  of  organizing  people's  finan 
es  into  separate  banking  and  brokera^ 
accounts.  He  created  the  cash  manag 
ment  account,  which  encompassed 
vestments,  checking,  and  credit  cards 

Looking  back,  the  phenomenally  su 
cessful  CM  A  seems  an  obvious  develo 
ment.  But  to  make  it  work,  Kahr  had  ■ 
not  only  find  holes  in  the  regulator 
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Just  Because  you  had  The  Vision 
ro  Build  The  Company  doesn't  Mean  yo 
Have  to  Lay  The  .  Bricks,  .„ ,  wfmm 


And  just  because  you  need  network  solutions  doesn't  mean  you  have  to  build  the 
network.  Advantis  offers  a  full  spectrum  of  Network  Outsourcing  solutions,  structured 
to  save  you  time,  money  and  resources.  Selecting  the  right  outsourcing  partner  is  crit- 
ical, and  since  networking  is  our  only  business,  Advantis  has  the  experience  to  be  that 
partner  for  you.  We  already  provide  a  wide  range  of  network  solutions,  including 
Internet  access,  Network  Services  like  leased  line,  dial  and  wireless  connectivity,  high 


bandwidth  data  and  voice  applications,  and  E-mail  and  EDI  messaging  services  to 
than  1 3,000  companies  and  1 .5  million  users.  And  as  part  of  the  IBM  Global  Net 
Advantis  can  link  your  company  to  customers  and  business  partners  in  700  loa 
covenng  more  than  90  countries.  The  expertise  of  3,000  skilled  networking  pi 
sionals  can  develop  the  right  voice  and  data  network  solution  for  your  compan; 
can  design,  implement  and  operate  your  network,  allowing  you  the  freedo  r 
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ces  separating  banking 
i  brokerage  but  also 
d  banks  and  brokers 
ling  to  challenge  the 
,tus  quo.  Nocera  tells 
an  unnamed  Merrill 
;her-up  who  ordered 
;  young  executive 
irged  with  promoting 
to  "sink  it  in  the  At- 
tic" by  spring.  But  the 
iduct  prevailed  because 
its  merits  and  because 
the  enthusiastic  sup- 
•t  of  then-Chairman— 
1  later  U.S.  Treasury 
:retary— Donald  Regan. 
Sweeping  social  and 
momic  changes,  Noce- 
acknowledges,  had  as 
ch  to  do  with  the  new  order  of  per- 
lal  finance  as  these  pathbreakers.  The 
ney-market  mutual  fund,  which  gave 
rers  access  to  far  higher  rates  of  re- 
n  than  those  offered  by  local  banks, 
jht  not  have  caught  on  had  inflation 
i  interest  rates  not  soared  in  the 
Os.  And  for  credit  cards  to  take  hold, 
lericans  had  to  shake  off  their  aver- 
n  to  debt. 

iVhile  Nocera  terms  the  money  revo- 
ion  a  "force  for  good,"  he  doesn't  re- 
•d  all  the  players  as  heroes.  For  in- 


n  Nocera's  eyes, 
credit  on  demand  and 
a  stream  of  investment 
options  have  given  us 
both  power  and  angst 


A  PIECE 
OF  THE 
CTION 


HOW  THE 
MIDDLE  CLASS 
JOINED  THE 
MONEY  CLASS 

JOSEPH 
NOCERA 


stance,  he  chides  Marshall  Loeb,  former 
managing  editor  of  Money  magazine,  for 
featuring  stories  that  promised  ways  to, 
say,  turn  $50,000  into  $250,000  in  five 
years  without  detailing  the  risks.  While 
Loeb  was  hardly  the  only  bullish  journal- 
ist around,  he  had  perhaps  the  least  so- 
phisticated readers.  "The  money  revo- 
lution," notes  Nocera,  "did  not 
promise . . .  that  middle-class  Americans 
would  get  rich." 

What  exactly,  then,  did  the  revolution 
achieve?  Yes,  members  of  the  middle 


class  gained  more  control 
of  their  financial  lives.  But 
in  his  conclusion,  Nocera 
says  the  new  options  are 
more  of  a  burden  than  a 
joy,  a  further  complication 
in  already  complicated 
lives.  Even  when  people 
prosper,  he  argues,  they're 
worried— that  the  market 
will  turn,  or  that  someone 
else  is  doing  better. 

Perhaps  we  haven't 
lived  with  the  new  order 
long  enough  to  make  that 
judgment.  Sure,  it's  easy 
to  get  lost  in  the  world 
of  investments  or  max  out 
all  your  credit  cards.  But 
would  anyone  really  want 
to  trade  today's  choices  for  a  passbook 
savings  account  with  an  interest  rate 
set  by  regulators?  My  guess  is  that,  as 
our  expertise  and  ingenuity  in  handling 
financial  products  improves  with  time, 
most  of  us  will  be  better  off  for  having 
embraced  them.  And  when  the  next  his- 
tory of  personal  finance  is  written,  there 
will  be  no  question:  The  money  revolu- 
tion was  worth  the  angst. 

BY  JEFFREY  M.  LADERMAN 
Senior  Write?'  Laderman  is  a  (credit) 
card-carrying  member  of  the  money  class. 
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EDITED  BY  STEPHEN  H.  WILDSTROM 

SCANNERS  SCALED 
TO  THE  DESKTOP 


■  f  you're  like  most  business- 
I  people,  there  are  probably 
H  a  lot  of  things  on  your 
desk  you  wish  were  inside 
your  computer.  It  would  be 
nice,  for  example,  to  quote  at 
length  from  that  consultant's 
study  in  your  report  without 
retyping  the  text.  That  graph 
you  saw  might  add  some 
punch  to  a  presenta- 
tion. And  the  ability  to 
feed  in  a  copy  of  a  let- 
ter could  turn  your  mo- 
dem-equipped comput- 
er into  a  full-fledged 
fax  machine. 

What  you  need  is  a 
scanner— the  tool  that 
moves  text  and  images 
from  paper  to  your 
hard  disk.  Long  the 
property  of  libraries 
and  graphics  shops, 
scanners  are  moving 
onto  the  desktop.  Tra- 
ditional flatbed  scan- 
ners—the size  of  a  la- 
ser printer— claim  too 
much  real  estate,  but 
a  variety  of  smaller  de- 
vices can  find  space  on 
an  executive's  desk. 

By  itself,  a  scanner  only 
converts  an  image  on  paper 
into  its  digital  equivalent.  For 
drawings  or  charts,  that's 
enough.  Software  lets  you  re- 
size the  image,  then  incorpo- 
rate it  into  your  documents. 
But  it's  much  more  complicat- 
ed to  turn  printed  words  into 
text  you  can  edit  in  a  word 
processor.  Your  PC  needs 
something  called  optical  char- 
acter recognition  (OCR)  soft- 
ware to  translate  the  scanner 
image  into  data  the  word  pro- 
cessor can  understand. 
easy  does  it.  Unfortunately, 
OCR  is  far  from  perfect,  and 
even  95%  accuracy  leaves  a 
lot  of  missed  or  misread  char- 
acters to  be  fixed  by  hand. 
While  a  good  spell-checker 
can  be  a  big  help  in  cleaning 
up  text,  you  have  to  be  very 


careful  when  proofreading 
numbers.  OCR  also  demands  a 
fast  PC  with  lots  of  random-ac- 
cess memory.  That  said,  I've 
found  that  a  scanner  can  be  a 
blessing. 

Logitech's  budget-priced 
ScanMan  is  the  best-known 
handheld  scanner  for  Win- 
dows. (The  Caere  OmniScan 


is  a  similar  de- 
vice for  the  Mac- 
intosh.) It  reads 
a  swath  about 
five  inches  wide, 
then  uses  soft- 
ware to  stitch 
together  a  full- 
width  page.  Like 
all  handheld 
scanners,  Scan- 
Man  requires  a 
slow,  steady 
sweep  down  the 
page  for  best  re- 
sults. My  initial  efforts  were 
disappointing,  but  accuracy 
improved  dramatically  with 
practice.  ScanMan  attaches  to 
your  computer  via  a  special 
board  that  plugs  into  an  inter- 
nal slot. 

The  I.R.I. S.  America  Data- 
Pen  and  the  Visioneer  Paper- 
Max  take  quite  different,  spe- 


THREE  DESKTOP 
SCANNERS 


I.R.I.S.  America  Inc. 
407  395-7831 
$399 


PAPERMAX 


Visioneer  Inc. 
800  787-7007 

$499 


SCANMAN 


Logitech  Inc. 
800231-7717 

$199 


cialized  approaches.  The  Data- 
Pen  is  a  six-inch-long  device 
that  plugs  into  the  printer 
port  of  your  computer  while 
still  allowing  the  use  of  the 
printer.  You  hold  it  like  a  pen 
and  scan  text  one .  line  at  a 
time.  An  OCR  program  depos- 
its the  scanned  text  directly 
in  your  word  processor  or 
other  Windows  program. 

It  helps  to  be  right-hand- 
ed. I'm  a  lefty,  and  I  found 
the  DataPen  extremely  awk- 
ward to  use.  But  my  right- 
handed  son  found  it  a  pleas- 
ure. The  U.  S.  distributor  for 
the  Belgian-made  device  says 
work  is  being  done  to  make 
the  DataPen  more 
southpaw-friendly. 

Paper  Max  is  a  12- 
inch-long  sheet-fed 
scanner  that  claims 
hardly  any  space  on 
your  desk.  It  plugs 
into  a  serial  port,  mak- 
ing its  installation  the 
easiest  of  the  devices. 
Feed  a  sheet  of  paper 
into  the  slot  on  the 
front  of  the  PaperMax, 
and  within  10  seconds, 
the  scanned  image  will 
appear  on  a  Windqws 
screen  (a  Mac  version 
is  due  this  fall). 

PaperMax  is  not  pri- 
marily designed 
for  text  recogni- 
tion, though  you 
can  buy  OCR 
software  for  it. 
Its  strength  is 
quickly  and  easi- 
ly scanning  in 
pages  that  can 
be  sent  out  as 
faxes,  attached 
to  E-mail,  or 
pasted  into  your 
documents  as 
images.  And, 
coupled  with  a 
laser  printer,  it 
turns  your  com- 
puter into  a  desktop  copying 
machine. 

Both  hardware  and  OCR 
technology  are  steadily  im- 
proving, making  the  scanner 
a  useful  business  tool.  Any 
of  these  three  very  differ- 
ent units  can  be  a  valuable 
addition  to  your  high-tech 
toolbox.  S.W. 


BULLETIN  BOARD 


UPGRADES 

POWERING  UP  POWER  MACS  I 

There  are  signs  of  relief  fror 
the  drought  in  software  for 
Apple  Computer's  Power 
Macs.  Will  owners  of  the 
PowerPC-based  computers  I 
nally  get  to  use  some  of  the  I 
speed  they  paid  for?  Power! 
Macs  are  notorious  slow- 


pokes running  versions  < 
computation-intensive  pro-  I 
grams,  such  as  Microsoft's  Em 
eel  spreadsheet,  written  for  I 
older  Macs. 

Some  nonscientific  testing 
hints  at  how  big  a  boost  is 
coming.  I  used  Wolfram  Re- 
search's Mathematica  to  plaj 
a  fractal  design  called  a  Julij 
set.  The  PowerPC  version  tod 
1 4  minutes  on  a  Power  Mac 
6100/60,  the  Mac  version  3| 
minutes  on  a  Quadra  800. 
Power  Mac  software  now 
shipping  includes  Claris' 
MacWrite  word  processor 
and  Impact  presentation 
graphics.  Microsoft  Office, 
eluding  Excel  for  Power  Mad 
should  be  out  in  October. 

SCHOOL  DAYS 

APPLICATIONS  SOFTWARE 

Washington  University  of  St. 
Louis  is  turning  to  technolog) 
for  help  in  the  competitive 
business  of  recruiting  stu- 
dents. It  has  offered  free  copl 
ies  of  CollegeLink  from  Enrol] 
ment  Technologies  to  high 
school  seniors  it  has  invited  \\ 
apply.  Students  can  use  the 
software,  usually  $35,  to  ap-| 
ply  to  Wash  U.  and  up  to  sev-| 
en  of  the  other  650  schools 
that  support  the  program. 


Questions?  Comments?  techandu<s<mgh.com  on  Internet  or  fax  (202)  383-2125 
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Park  Avenue  Ultra. 
The  seat  of  power. 
And  luxury. 

Sitting  behind  the  wheel  of  an  Ultra 
has  become  one  of  the  most  admired 
positions  in  the  world.  That  is  because 
of  Ultra's  abundance  of  premium 
luxury  features.  Features  that 
include  six-way  adjustable 
leather  seating,  a  Concert 
Sound  stereo  system 
and  a  supercharged, 
225-horsepower  engine. 

To  find  out  more  about 
putting  yourself  in  the  seat 
of  power,  call  1 -800-4 A-BUIGK. 


4' 


onomic  Viewpoint 


HOLDING  BANKS  HOSTAGE  IS 
A  ROTTEN  WAY  TO  BATTLE  BIAS 


BY  PAUL  CRAIG  ROBERTS 


The  Justice  Dept.  is 
blocking  a  second 
institution  from 
expanding  until  it 
settles  a  trumped-up 
redlining  suit.  Uncle 
Sam  should  stop 
creating  law  by 
consent  decree  and 
granting  privileges 
based  on  race 


PAUL  CRAIG  ROBERTS  IS  JOHN  M  OLIN 
FELLOW  OF  THE  INSTITUTE  FOR 
POLITICAL  ECONOMY  AND 
DISTINGUISHED  FELLOW  OF  THE  CATO 
INSTITUTE  IN  WASHINGTON,  D.C 


Last  Jan.  24,  I  predicted  in  this  space 
that  Shawmut  National  Corp.'s  settle- 
ment of  a  sham  discrimination  suit 
brought  by  the  Justice  Dept.  against  its  sub- 
sidiary, Shawmut  Mortgage  Co.,  would  open 
the  door  for  the  government  to  commandeer 
the  resources  of  private  banks  for  political 
purposes.  Government  officials  issued  the 
obligatory  denials  of  any  such  intentions,  but 
the  Justice  Dept.'s  Aug.  22  sandbagging  of 
Chevy  Chase  Federal  Savings  Bank  in  Mary- 
land confirms  my  worst  fears. 

A  study  found  to  be  flawed  by  the  Federal 
Deposit  Insurance  Corp.  and  numerous  schol- 
ars was  concocted  by  the  Federal  Reserve 
Bank  of  Boston.  It  was  used  to  block  Shaw- 
mut's  expansion  plans  until  the  bank  agreed  to 
settle  a  discrimination  suit  that  had  no  individ- 
ual complainants.  Shawmut  was  wrongly  ac- 
cused of  denying  mortgages  to  minority 
groups  despite  its  practice  of  aggressively 
seeking  mortgage  business  from  low-income 
minority  applicants  who  cannot  meet  the  nor- 
mal criteria  required  for  a  mortgage  loan. 

In  the  Chevy  Chase  case,  the  government 
didn't  bother  with  a  study.  The  Justice  Dept. 
pronounced  the  bank  guilty  of  an  infraction  so 
new  that  it  is  not  even  on  the  statute  books— 
the  failure  to  open  enough  branches  in  "major- 
ity African  American  census  tracts,"  as  the 
consent  decree  put  it,  in  the  District  of  Colum- 
bia and  Prince  Georges  County.  In  short,  Che- 
vy Chase  was  told  that  if  it  wanted  to  conduct 
business  in  suburban  Maryland,  it  also  had 
to  conduct  business  in  black  areas  of  D.  C. 
coercive  power.  The  bank's  chairman  and 
CEO,  B.  Francis  Saul  II,  adamantly  denied  the 
Justice  Dept.'s  unsupported  charges  of  racist 
redlining.  He  noted  that  over  the  past  five 
years,  Chevy  Chase  had  made  more  than  1,100 
first  mortgage  and  home-improvement  loans  in 
the  minority  census  tracts  that  it  was  accused 
of  shunning  and  that  it  maintained  over  $60 
million  in  credit-card  lines  to  17,000  individuals 
in  the  "redlined"  census  tracts.  Ironically,  reg- 
ulators prevented  the  bank  from  expanding 
into  a  black  census  tract  in  1989  and  again  in 
1990,  and  its  minority  loan  approval  rate  is 
88%,  far  above  the  69%  rate  by  all  lending 
institutions  nationwide. 

However,  the  Justice  Dept.  is  not  interest- 
ed in  facts  but  in  what  James  D.  McLaughlin 
of  the  American  Bankers  Assn.  calls  "develop- 
ing law  by  consent  decree."  Justice  uses  its 
power  to  hold  a  bank's  business  hostage  in 
order  to  coerce  a  settlement  equal  to  the  ap- 
proximate cost  of  the  bank's  legal  defense. 
Justice  then  distributes  the  money  in  highly 
visible  political  ways. 


For  Chevy  Chase  and  its  mortgage  subsi 
ary,  this  added  up  to  opening  four  superflu 
branches  in  black  areas,  budgeting  advertisi 
for  black  publications,  more  employment  q 
tas,  and  below-market  loans  to  blacks  w 
interest  rates  "at  either  one  percent  less  th 
the  prevailing  rate  or  one-half  percent  bel 
the  market  rate  combined  with  a  grant  to 
applied  to  the  downpayment  requirement 
to  quote  from  Justice's  press  release. 

In  other  words,  the  bank  must  hand 
special  privileges  in  order  to  avoid  being 
beled  racist.  If  the  bank's  executives  h 
awarded  themselves  loans  on  such  tern 
they  would  surely  have  been  indicted  f 
self-dealing. 
raising  the  stakes.  Cornell  University  la 
professor  Jonathan  R.  Macey  says  that  "t' 
government's  willingness  to  proceed  with  1 
igation  in  the  absence  of  evidence  of  discrii 
ination  ...  is  scandalous  in  a  nation  that  pu 
ports  to  be  governed  by  the  rule  of  law 
Justice's  behavior  is  scandalous  because  it 
depraved.  The  government  is  substituting  c 
ercion  for  law  and  creating  a  status-based 
gal  system  in  which  privileges  are  grant< 
on  the  basis  of  race. 

In  the  process  of  creating  this  new  leg 
regime  by  consent  decree.  Justice  has  carefi 
ly  chosen  its  targets  and  its  price  in  order 
avoid  any  chance  that  the  victim  will  fight 
court.  But  once  the  law  is  developed  by  co 
sent  decree,  the  stakes  will  change.  If  the  T-> 
sis  of  the  Chevy  Chase  settlement  were 
be  applied  generally,  every  business  with  oi 
or  more  branches  that  does  not  have  stores 
black  census  tracts  is  guilty  of  racial  discri 
nation.  In  Attorney  General  Janet  Reno's  e 
panded  interpretation  of  disparate  impa 
businesses  without  stores  in  minority  censi 
tracts  are  guilty  of  shunning  "an  entire  con 
munity  because  of  its  racial  makeup." 

By  striking  deals  to  rescue  their  businesst 
from  being  held  hostage  by  Justice,  Shawnn 
and  Chevy  Chase  are  permitting  the  Clintc 
Administration  to  establish  the  legal  interpr 
tation  that  banks,  liquor  stores,  jewelry  store 
car  dealerships,  and  the  like  that  do  not  ha\ 
,  outlets  in  minority  census  tracts  are  guilty  < 
violating  the  law  against  racial  discriminatioi 

If  banks  can  be  forced  to  lend  to  "protecte 
minorities"  at  below-market  rates,  then  it  fc 
lows  that  they  can  be  forced  to  give  interes 
free  mortgages.  Justice  is  developing  prea 
dents  that  will  permit  government  to  exten 
the  unpredictable  forms  of  taxation  now  appl 
cable  to  banks  to  all  U.  S.  businesses— a  deve 
opment  that  has  serious  implications  for  thei 
profits  and  capitalized  values. 
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"A  multinational  client  of  ours  needed  local  currency  funding  in 


China,"  says  Shirley  Ho,  Corporate  Banking,  UBS.  "Often  the 
simplest  solution  is  the  best.  But  obtaining  Chinese  Renmenbi  at 
short  notice  is  not  always  easy.  We  located  a  Chinese  company  in 
need  of  U.  S.  dollars  and  quickly  secured  local  funding  for  our  client 
so  they  could  continue  growing  their  business  in  China." 


Beyond  the  usual. 


EW  YORK,  LONDON,  PARIS,  FRANKFURT.  ZURICH,  GENEVA,  SINGAPORE,  HONG  KONG.  TOKYO. 
1  the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York.  NY  10171. 
ther    offices    in    North    America:    CHICAGO,    HOUSTON,    LOS    ANGELES,    SAN    FRANCISCO,    TORONTO,  MONTREAL 


DEBBIE  WARDEN  DOESN'T  CARE  IF  YOUR  SYSTEM 
IS  MADE  UP  OF  HP,  IBM,  MICROSOFT,  NOVELL  OR 

WHATEVER. 

SHE'LL 

MAKE  IT 
WORK. 


!  EDUCATION- LOGISTIC  &  PARTS  SERVICES 'INSTALLATION  •BUSINESS  RECOVERY- ASSET  MANAGEMENT- PHONE-IN  ASSISTANC 


*.'I'M4  Hcu.  lcil-1'jikjiil  (  ->ni[.4ny 


She's  one  of  over  17,500  HP  service  little  to  do  with  our  hardware.  And 
specialists  worldwide.  And  no  matter       everything  to  do  with  your  system. 


what  hardware,  software  or  network 
your  system  consists  of,  Debbie  and 
her  team  are  there  to  take  care  of  it. 


HP  works  on  your  side. 


Whn%  HEWLETT 

Whatever  services  you  need,  you  11         WUhJk  PAC K A R  D 


find  that  HP  Service  and  Support  has 
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conomic  Trends 


BY  GENE  KORETZ 


AMERICAN  INDUSTRY 

STARTS  INVESTING 

IN  BRICKS  AND  MORTAR 


In  the  wake  of  the  news  that  the  ca- 
pacity utilization  rate  of  U.  S.  industry 
hit  84.7%  in  August,  a  significant  shift  in 
business  investment  is  drawing  new  at- 
tention: After  falling  27%  from  mid- 1990 
through  mid- 1993,  real  outlays  for  in- 
dustrial construction  have  turned  up 
again  and  are  now  running  about  10% 
above  year-earlier  levels  (chart). 

The  pickup  in  plant  expansion  is  wel- 
come on  several  counts.  For  those  econ- 
omists who  worry  about  high  industrial 


U.S.  PLANT  EXPANSION 
IS  ON  THE  UPSWING 


PRIVATE  INDUSTRIAL 
CONSTRUCTION  PUT  IN  PLACE 


JAN.  '93  JULY  '94 

A  PERCENT  CHANGE  FROM  YEAR-EARLIER  LEVEL, 
CONSTANT  1987  DOLLARS 

DATA:  COMMERCE  DEPT  .  MERRILL  LYNCH  &  ffl. 


operating  rates,  added  capacity  promises 
to  defuse  inflationary  pressures.  For 
those  afraid  that  Fed  restraint  could 
short-circuit  the  upswing,  rising  plant 
investment  offers  assurance  that  the  ex- 
pansion has  entered  a  self-sustaining 
phase,  with  capital  spending  helping  to 
offset  the  slack  in  housing  and  consu- 
mer spending. 

Economists  Bruce  Steinberg  of  Merrill 
Lynch  &  Co.  and  Steven  Roach  of  Mor- 
gan Stanley  &  Co.,  for  example,  both 
believe  that  the  Federal  Reserve  is  over- 
stating industrial  operating  rates.  Stein- 
berg notes  that  real  outlays  for  basic 
industrial  equipment  are  up  15%  this 
year,  an  increase  that  in  past  cycles 
would  have  been  associated  with  much 
stronger  capacity  growth.  And  Roach 
argues  that  the  Fed  has  failed  to  ap- 
preciate how  new  technology  and  reengi- 
neering  of  existing  plants  have  boosted 
production  capability. 

In  this  view,  the  new  stress  on  plant 
expansion  is  more  than  a  response  to 
occasional  bottlenecks  occurring  in  a  few 


industries.  "Spending  for  new  facilities  is 
long-term  investment  that  reflects  confi- 
dence in  the  durability  of  the  expansion 
and  the  competitiveness  of  U.  S.  industry 
in  world  markets,"  says  Jack  Lavery  of 
Merrill  Lynch. 

One  measure  of  how  that  confidence 
is  growing  comes  from  Cimtek  Inc.,  a 
market-research  and  database  company 
in  Johnson  City,  Tenn.,  that  keeps  tabs 
on  new  industrial  projects  around  the 
country.  According  to  Cimtek's  tally, 
plans  to  build  some  1,066  plants  were 
unveiled  in  the  first  half  of  this  year, 
69%  more  than  in  the  first  half  of  1993. 
And  planned  plant  expansions  were  up 
60%,  to  772. 

In  sum,  business  is  finally  putting  the 
"plant"  back  into  U.  S.  plant  and  equip- 
ment expenditures.  With  a  little  luck, 
that  should  help  dampen  inflation,  keep 
the  economic  upswing  on  track,  and  po- 
sition U.  S.  industry  to  capitalize  on  the 
global  expansion  that  lies  ahead. 


IRELAND'S  ECONOMY: 
THE  OLD  SOD  IS 
FERTILE  FOR  GROWTH 


I  ondon-based  economist  Kevin  Gar- 
fcdiner  of  Morgan,  Stanley  &  Co.  calls 
it  "the  Celtic  tiger."  Over  the  past  five 
years,  the  Irish  economy  has  been  one 
of  the  fastest-growing  in  Europe,  skirt- 
ing recession  and  posting  average 
growth  of  5%.  This  year  and  next,  says 
Gardiner,  the  pace  could  be  even  faster. 

The  key  to  Ireland's  success  is  that  it 
is  an  open  economy  that  hews  to  bal- 
anced economic  policies.  Aided  by  heavy 
foreign  investment,  particularly  in  high- 
tech areas,  exports  have  taken  off.  As  a 
result,  Ireland  enjoys  the  largest  bal- 
ance-of-payments  surplus  relative  to 
gross  domestic  product  in  Europe. 

After  being  forced  by  the  drop  in  the 
British  pound  to  devalue  its  own  cur- 
rency at  the  start  of  1993,  Ireland  has 
pursued  restrained  fiscal  and  monetary 
policies.  The  budget,  excluding  interest 
payments,  is  in  surplus,  and  government 
debt  as  a  percentage  of  GDP  is  declining. 
Inflation  is  being  held  under  3%,  and 
the  recent  rise  in  British  interest  rates 
is  putting  upward  pressure  on  Irish 
rates  as  well. 

With  high  household  savings,  produc- 
tivity growth  averaging  4%,  and  modest 
negotiated  wage  hikes,  the  dangers  of  a 
serious  upsurge  in  inflation  seem  remote. 
As  its  European  trading  partners  shake 
off  the  dregs  of  recession,  Ireland's  ex- 
port-led growth  should  accelerate  and 
put  downward  pressure  on  its  chronically 
high  15%-plus  unemployment  rate. 


SOARING  OIL  IMPORTS 

NOW  COULD 

HOBBLE  THE  U.S.  LATER 


While  many  factors  contributed 
the  latest  jump  in  America's  tr~ 
deficit,  one  seems  especially  omino 
William  V.  Sullivan  Jr.  of  Dean  Wit 
Reynolds  Inc.  notes  that  U.  S.  imports 
crude  oil  and  refined  products  in  J 
and  August  hit  a  record  of  nearly 
million  barrels  a  day.  Such  energy  i 
ports  since  March  are  up  9.2%  fr 
1993,  accounting  for  some  55%  of 
mestic  demand. 

America's  growing  dependence  on 
shore  supplies  is  particularly  worriso 
in  light  of  the  upward  movement  of 
prices  during  most  of  this  year.  Su 
van  estimates  that  the  energy  trade  d 
icit  so  far  in  1994  is  running  close  to 
$65  billion  annual  level,  about  $15  billi 
more  than  last  year's  deficit. 

That  trend,  says  Sullivan,  helps 
plain  the  dollar's  current  weakness 
currency  markets.  But  a  larger  dang 
for  the  U.  S.  economy,  he  warns,  may 
some  years  away  "when  foreign  oil  p 
ducers  may  decide  to  test  America's 
nerability  to  their  pricing  behavior." 


CALIFORNIA'S  TIMID 
RECOVERY  SEEMS  TO 
HAVE  STRONGER  LEGS 


Fears  that  California's  recovery  h 
stalled  appear  to  be  exaggerated,  co 
tends  economist  David  Hensley 
Salomon  Brothers  Inc.  Based  on  a  fort 
coming  revision  of  state  employme" 
data,  he  predicts  that  the  jobs  picture  f 
1993  and  1994  will  look  decidedly  mo; 
upbeat  than  the  current  numbers  th 
show  scant  gains  this  year  since  e 
ployment  hit  a  trough  last  December. 

The  problem  is  that  California  coun 
jobs  created  by  new  businesses  only 
ter  it  is  able  to  verify  them  through  a 
tual  payroll  tax  payments.  A  recent  pr 
liminary  review  of  such  paymen 
through  March  of  this  year  erases  mu 
of  the  job  losses  last  year  and  shows 
healthy  pickup  in  February  and  Mar 
of  this  year-.  It  indicates  that  the  origin 
employment  count  over  the  12  mont* 
ending  in  March  may  have  missed 
many  as  220,000  jobs. 

Even  if  the  final  upward  revision 
less  buoyant,  says  Hensley,  "the  ne 
data  confirm  the  view  that  the  Golde 
State  is  in  the  early  stages  of  a  slow  b" 
broad-based  expansion." 
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ECONOMIC  TRE 


Ike  changes  in  the  QE2  can  be  summed  up  in 

(our  words:  new  face,  old  soul. 

I  serve  as  Captain  of  the  0E2.  And  my  lather  was  the  original  C  aptain. 

So  I  think  I  hnow  something  about  this  ship. 

It's  the  classic  ocean  liner,  with  nig',  roomy  interior  spaces. 

Miles  of  decks.  Dining  rooms  galore. 

But  tod  ay  is  not  vesterdav,  and  the  new  QE2  is  not 

the  old  QE2.  The  ship  has  keen  handsomely  refurkis  hed. 

Witl  1  contemporary  public  areas  and  staterooms 

tkat  are  even  more  comfortable. 

There's  a  new  Yackt  Club,  where  you  can 

drink  champagne  wkile  you  wa  tck  tl  le  sun  set.  Tl  lere  s  a  new 

first  class  lounge.  And  an  English  Pub. 

But  one  thing  that  hasn't  changed  is  the  standard  of  service, 

which  is,  as  it  s  always  keen,  unsurpassed. 

After  all,  Cunard  virtually  invented  luxury  cruising. 

11 

Now,  you  might  say  we've  reinvented  it. 

lou  wont  find  people  like  Captain  Ronald  Warwick 
on  anv  other  cruise  line.  Which  is  why  no  other  cruise  line  can 
give  you  the  experience  of  Cunard. 

Cunard.  We  make  all  the  difference. 

There's  a  Cunard  cruise  for  every  lifestyle 
For  more  information  or  reservations  on  any  of  Cunard's  fine  ships, 
see  your  travel  agent  or  call  Cunard  for  a  complimentary  brochure 

1-800-221-8200 


CUNARD 


nuiiTTTiiwin— i  imrnirn 


Queen  Elizabeth  2 


Special  Advertising  Section 

fhe 


Frecrue 

rn  1 


It 

Trawler  Floating  Palace 
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Crossing  the 


Pond  in  Style 


Cunard's  opulent  QE2  cruises  the 
Caribbean  in  winter  and  then 
goes  on  the  Atlantic  run. 


Cunard  has 
even  added  a 
sweetener  to 
I  the  deal:  take 
a  companion 
along  —  free. 
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Book  the  luxurious  QE2  over 
and  the  Concorde  back 

Why  not  take  the  blur 
out  of  your  business 
trips  to  Europe  and 
make  your  Atlantic 
crossings  memorable? 

That's  what  Cunard  has  in  mind  with 
its  cosmopolitan  answer  to  business  trav- 
el boredom  —  a  cost-saving  transatlantic 
package  called  the  Businessman's 
Special. 

When  you  book  it,  you  sail  aboard 
the  Queen  Elizabeth  2,  a  floating 
palace  like  no  other  ship  at  sea,  from 
New  York  to  Southampton,  make 
your  round  of  appointments  in 
Britain  and  on  the  continent,  and  fly 
home  in  economy  class  or  on 
British  Airways'  supersonic 
Concorde.  You  can  do  it  in 
reverse  —  with  a  fly-over,  sail- 
back  itinerary  —  if  you  choose. 

In  any  case,  it's  all  built  into  a  single 
fare,  with  only  a  modest  supplemental 
charge  for  the  fast-as-a-bullet  flight. 

Cunard  has  even  added  a  sweetener  to 
the  deal:  take  a  companion  along  —  free. 

Spa  at  Sea.  When  ocean  liners  began 
to  fade  away  —  destined  for  conversion 
to  cruise  ships,  destruction  at  a  scrap- 
yard or  final  service  as  an  attraction  (the 
Queen  Mary  at  Long  Beach)  —  the 
Queen  Elizabeth  2  was  put  into  service 


on  the  transatlantic  run  in  1969.  It  was 
a  luxurious  leviathan  indeed:  963  feet 
long,  67,139  tons,  and  regally  appoint- 
ed —  with  the  gold,  red,  and  Britannia 
blue  livery  of  the  Cunard  Line.  The  last 
of  the  regularly  scheduled  liners  across 
the  Atlantic,  it  could  carry  —  and  pam- 
per —  1 ,800  passengers. 

Today,  the  QE2  blends  superliner 
tradition  with  the  lifestyle  of  the 
nineties.  Resplendently  refurbished 
for  1995  service  —  at  a  cost  of  $45 
million  —  it  will  boast  a  classic  Pub 
with  dart  board  and  karaoke,  an 
Observation  Bar  with  panoramic  ocean 
vistas,  and  totally  renovated  cabins. 

You  can  keep  trim  with  workouts 
and  treatments  in  the  QEZ's 
SpaWorld.  How  about  a  50-minute 
aromatherapy  massage?  Or  a  seaweed 
body  wrap? 

In  a  full  day's  smorgasbord  of 
diversions,  you'll  find  everything  from 
hit  movies  to  celebrity  entertainment 
(Dave  Brubeck,  William  F.  Buckley,  Jr., 
Bob  Newhart).  If  you  can't  let  go  of 
work,  you  can  do  an  occasional  stint  at 
the  keyboard  in  the  Epson  Computer 
Center  —  or  even  get  your  corporate 
group  together  in  the  QEZ's  executive 
boardroom.  For  gifts  and  getups,  browse 
through  the  QE2's  array  of  boutiques. 

To  spoon  this  air-sea  package  into 
your  business  trip,  call  Cunard 
(800/221-4770)  or  a  travel  agent. 


"WE  GO 
OUT  OF  OUR  WAY 
TO  MAKE  ALL  YOUR 
BUSINESS  STAYS 
UNMEMORABLE." 


Nothing's  more  memorable  than  a  bad  experience. 
That's  why  at  Marriott,  we  make  sure  your  stay  goes 
smoothly. With  services  like  Express  Check-In,  guaranteed 
on-time  breakfast  delivery  and  no  annoying  telephone  access  fees, 
So  you  can  think  about  your  business.  Not  ours. 
Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU.* 


©1994  Marriott  International.  lm 
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Business  Trips 


Armed  with 
sophisticated 
software, 
American 
Express, 
Carlson 
Wagon  I  it, 
and  Thomas 
Cooke  can 
keep  tabs 
on  what 
your  road 
warriors  are 
spending. 


Tracking  Travel 

Exp 


Consultants  help  you  monitor 
where  all  the  money  goes 

It's  just  enormous  —  the  $135  bil- 
lion American  corporations  spend 
each  year  on  travel,  according  to 
American  Express. 
Some  of  the  money  is  well  spent. 
You've  got  to  get  around  and  do  busi- 
ness with  suppliers,  customers  or  simply 
your  own  branch  plants  and  offices, 
here  in  the  U.S.  or  thousands  of  miles 
away  in  France  or  Brazil  or  Thailand. 

"When  the  crunch  comes  —  you  ver- 
sus a  competitor  —  who  gets  the  con- 
tract?" says  a  well-traveled  sales  execu- 
tive. "The  guy  who  makes  the  trip  to  San 
Francisco  or  Atlanta  and  shakes  the  hand. 
It  can't  all  be  done  by  phone  or  fax." 
But  is  some  of  the  money  poorly  spent? 
The  travel-management  industry 
thinks  it  is.  Born  in  the  eighties,  armed 
with  sophisticated  software,  and  now 
led  by  American  Express,  Carlson 
Wagonlit  Travel,  and  Thomas  Cooke 
Travel,  the  industry  can  pull  out  of  its 
data  bases  plenty  of  statistics  to  prove 
its  case. 

Not  Just  Lip  Service.  "In  the  nineties 
it's  the  same  song  —  but  a  different 
version,"  says  Michael  Buckman, 
executive  vice-president,  Travel 
Management  Services,  at  American 
Express.  "A  few  years  back  companies 
didn't  see  the  urgency  of  managing 


travel  —  or  didn't  feel  totally  comfort- 
able with  the  idea.  It  wasn't  directly- 
related  to  their  core  businesses." 

"Now,"  he  goes  on  to  say,  "with  so 
much  attention  given  to  reengineering 
and  cost  controls,  companies  aren't  just 
paying  lip  service  to  travel  management. 
The  time  has  come  when  they  see  how 
important  it  is,  just  as  they  finally  recog- 
nized the  significance  of  health  benefits." 

With  literally  tens  of  thousands  of 
employees  traveling  —  in  a  company  as 
large  as  General  Motors  or  IBM  —  can 
you  actually  keep  tabs  on  where  they're 
going  and  how  much  they're  spending? 
The  standard  answer  from  American 
Express  is  that  travel  is  the  "third 
largest  controllable  expense"  after 
payroll  and  materials. 

"We  see  a  huge  change  taking  place 
in  travel  management,"  says  Christine 
Levite,  director  of  TRS  Communications 
at  American  Express.  "We've  got  more 
and  better  technology  —  not  only  for 
making  reservations  or  E-mail  requests 
to  travel  agents  but  also  for  assisting 
corporate  travel  managers.  They  can  see 
exactly  who's  booked  what  —  and 
whether  the  reservations  fit  into  a  pre- 
scribed pattern." 

Substantial  Savings.  It  doesn't  take 
long  before  the  travel  bill  goes  down  — 
or  at  least  stays  about  the  same  despite 
creeping  inflation.  "We  generally  guar- 
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tee  you'll  save  between  15%  and  20% 
better  management,"  says  Buckman, 

ding,  "If  you  negotiate  with  vendors 
airlines,  hotels,  car-rental  firms  — 

u  may  be  talking  savings  as  high  as 

1%  to  40%." 

>uch-tone  Planning.  In  fact,  when 
to  look  at  the  financial  mess  that  used 
characterize  business  travel  and  corn- 
re  it  to  today's  computerized  efficien- 
,  you  can  become  a  true  believer  in 
ivel  management. 

Traveling  employees  in  the  middle  to 
wer  ranks  no  longer  have  many  choic- 
.  Their  corporate  travel  manual  may 
quire  them  to  fly  American  or  Delta  at 
e  lowest  possible  fare  (with  a  Saturday- 
ght  stopover  if  necessary),  stay  at 
leratons  or  Quality  Inns  (at  a  greatly 
duced  rate),  rent  from  Budget  or 
lamo  (with  unlimited  mileage  and  no 
opoff  charges  built  into  the  corporate 
mtract),  charge  expenses  on  the 
merican  Express  Corporate  Card  — 
id  file  detailed  expense  reports,  with 
tckup  receipts,  within  seven  days  of 
eir  return. 

For  its  clients,  Thomas  Cooke  pro- 
des  a  variety  of  software  packages  — 
ime  to  assist  employees  in  booking 
ips  that  keep  within  corporate  guide- 
les,  others  to  help  bosses  monitor 
xavel  compliance." 

Now,  with  no  more  than  a  touch-tone 
hone  and  a  computer  program  called 
homas  Cooke  Express,  you  can  pull  up 
1  sorts  of  information  from  a  computer 
nervation  system  to  help  you  create  a 
litable  business-trip  itinerary. 

"One  of  the  keys  to  tracking  expens- 
>  is  quality  assurance,"  says  Richard 
'Ambrosio,  public-relations  director  of 
homas  Cooke.  "Our  Expert  Agent 
aftware,  for  example,  helps  automate 
le  arrangements  for  a  business  trip, 
ilmost  everything  goes  through  a  com- 
uter  to  be  sure  it's  done  properly. 
:  will  even  do  nice  things  like  check 
whether  you've  been  wait-listed  to 


move  up  from  business  to  first  class." 

Cash  Controls.  Expense  management  is 
as  critical  as  travel  purchasing. 

But  it's  tricky  trying  to  staunch  the 
flow  of  cash  advances,  which  can  do 
major  damage  to  travel  budgets. 

"Most  companies  provide  traveling 
employees  with  three  times  as  much  cash 
as  they  need,"  says  Levite  of  American 
Express,  noting  that  among  the  tools  to 
help  control  advances  is  the  new 
Corporate  Travelers  Cheque.  "Your 
boss  gives  you  a  packet  of  checks,  but 
it's  not  charged  to  your  company  until 
you  use  them." 

For  travel-management  companies  the 
next  big  step  is  to  expand  and  refine 
their  overseas  services  in  line  with  the 
"globalization"  of  business. 
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^^m^^  Michael  Buckman: 

"Save  1 

5%  to  20%  by 

1  better  management." 

We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  1-800-327-8585  and  ask  for  our  International  Corporate  Rates. 

We're  proud  to  offer  access  to  the  AT&T 
network  for  reliable  AT&T  services  at  reasonable  prices. 


PAN  PACIFIC  Hotels  and  Resorts 
1-800-327-8585 


IATsT 


NORTH  AMERICA:  VANCOUVER.  SAN  FRANCISCO.  SAN  DIEGO.  ANAHEIM.  HAWAII  .  PACIFIC:  AUCKLAND,  GOLD  COAST,  VANUATU. 
PALAU.  ASIA:  BANGKOK.  HONG  KONG.  SINGAPORE.  KUALA  LUMPUR.  JOHOR  BAHRU.  PANGKOR  JAKARTA  .DHAKA,  WUXI.  NARITA 
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Maybe  it's  Aida  in  IV 


in  Moscow.  Or  a  eric 
Chances  are,  there':) 
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For  reservations  and  information  call  1-800-645-3880  or  see  your  travel  agent.  Accrue  or  redeem  miles  in  either  Lufthansa  I 


i.  Or  a  seminar 
:  match  in  Delhi 
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THE 
LEGEND 

in  the; 

HEART 

of 

TOKYO 


-Zhe  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all  over 
the  world.  Why?  We  invite  you 
to  come  see  and  understand. 
t\ 

HOTEL  OKURA 
2-10-4  Tomnomon,  Minato-ku, 
Tokyo  105,  Japan 
Te /.3-35S2-01 1 1  Fax:3-3582- 1707 

HOTEL  OKURA  OFFICES  WORLDWIDE 
New  York  Tel:  212-755-0733 
Los  Angeles  Tel:  213-488-1477 
London  Tel:  0171-153-4994 
Amsterdam  Tel:  020-6761160 
Hong  Kong  Tel:  895-1717 

Computer  Reservation  Codes: 
SABRE.  APOLLO  &  WORLDSPAN:  OC 
SYSTEM  ONE:  LW  TYO802 
VAT  AS  It:  LW  1802 
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ALL  ABOARD  FOR  THE 
LONDON-PARIS-BRUSSELS 
COMMUTE  BY  TRAIN 

Go  for  it.  On  your  swing  around 
Europe's  business  centers  next 
spring,  take  the  train  rather  than 
plane  between  London  and  Paris  or 
Brussels.  It's  not  just  the  curiosity  of 
seeing  what  the  new  31.5-mile 
Chunnel,  the  rail  tunnel  under  the 
English  Channel,  is  like.  Downtown 
to  downtown,  the  three-hour 
Eurostar  train  trip  will  be  about  as 
fast  as  the  combined  one-hour  shut- 
tle by  British  Airways  (800/247- 
9297)  or  Air  France  (800/237-2747) 
and  the  airport-city  schlepp  at  each 
end.  And  you  can  write  memos, 
work  on  your  laptop,  and  dine  while 
taking  in  the  countryside  of  East 
Anglia  and  northwestern  France. 

In  the  Chunnel  fog  of  often  con- 
tradictory information,  it  now  looks 
as  though  the  specially  designed,  18- 
car  Eurostar  trains,  which  now  run 
erratically,  will  begin  meeting  regu- 
lar schedules  by  next  March  or  April. 
The  prime  movers  behind  Eurostar 
are  BritRail  and  France's  SNCF,  as 
well  as  the  Belgian  National  Railway. 
You'll  board  at  Waterloo  in  London, 
Gare  du  Nord  in  Paris,  and  South 
Station  in  Brussels. 

...AND  BY  RENTAL  CAR 

You  can  also  rent  a  car  in  either 
London  or  Paris  and  take  it  through 
the  Chunnel. 

"You  never  could  do  this  before," 
says  Peter  Rasmussen,  division  vice- 
president,  international,  for  Hertz 
(800/654-3131),  which  is  starting 
up  the  new  system  this  fall.  "You 
had  to  sail  or  fly  to  the  continent 
and  then  pick  up  a  car." 


Here's  the  Hertz  drill: 

Rent  a  car  in  London  (it  could  b( 
Paris  coming  the  other  way)  for  a 
minimum  of  one  week.  Drive  to 
appointments,  throw  in  some  sight- 
seeing if  you  like.  At  Folkestone, 
after  going  through  minor  customs 
procedures,  put  your  rental  on  Le 
Shuttle,  a  double-decker  auto-and- 
truck  train  operated  by  Eurotunnel, 
the  British-French  consortium  that 
built  the  Chunnel.  Shuttles  depart 
about  every  15  minutes.  You  and 
your  passengers  stay  in  the  car  —  oi 
in  a  small  sitting  compartment. 

At  Calais,  drop  off  your  right- 
hand-drive  car  and  pick  up  a  com- 
parable standard-drive  rental  at  the 
Hertz  counter.  "You  sign  a  slip  of 
paper,"  says  Rasmussen,  "and 
that's  about  all  —  there's  no  writing 
up  a  whole  new  contract.  And  away 
you  go  on  the  road  to  Paris". 

The  price  of  your  week's  package 
(rental,  insurance,  Chunnel  passage 
for  a  small  compact  is  quite  attrac- 
tive —  roughly  $300.  "You  rent  the 
car  and  make  the  crossing  for  less 
than  if  you  simply  bought  a  Le 
Shuttle  ticket,"  adds  Rasmussen. 
"And  it's  not  far  off  the  ferry  price 
—  with  the  advantage  that  the  trip 
takes  20  minutes  in  the  Chunnel  but 
an  hour  if  you're  on  the  ferry." 


CORPORATE  CATNAPS 

If  you're  ready  for  a  nap  between 
plane  connections  —  or  in  need  of 
some  short-term  office  space  —  try 
one  of  the  eight  Ziosks  (800/367- 
7050)  installed  along  the  concourses 
at  Minneapolis-St.  Paul 
International  Airport.  Most  of  the 
rooms  are  seven  by  nine  feet  and 
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Can  you  spot  the  one 
who  flew  Northwest? 


In  some  circles,  as  it 
turns  out,  arriving  late  is 
not  particularly  fashionable. 

Which  is  why  businesses 
that  run  by  the  clock  count 
on  an  airline  that  does  the 
same:  Northwest  Airlines. 
For  the  fourth  consecutive 
year,  Northwest  has  been 
the  number  one  on-time 
airline  among  the  seven 
largest  U.S.  carriers! 

It's  the  sort  of  performance 
that  should  warm  the  heart 
of  anyone  who  believes  time 
is  money.  And,  on  occasion, 
even  more  precious. 

For  information  or  reser- 
vations, call  your  travel  agent 
or  Northwest  Airlines  today. 

And,  when  and  if  they  ar- 
rive, suggest  to  those  around 
you  that  they  do  the  same. 

@ NORTHWEST 
AIRLINES 

Some  People  fust  Knoiv  How  to  Fly. 
l*800*225-2525 


•Based  on  U  S  Department  of  Transportation  consumer  reports  for  the  years  1990,  1991.  1992  and  1993  0 1994  Northwest  Airlines  Northwest  recycles  enough  paper  to  save  33,000  trees  a  year  \) 
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The  navigation  screen  on  a  Delta  88 
dashboard  tells  you  were  you  are. 


come  equipped  with  a  couch,  reclining 
chair,  work  table,  credit-card  swipe 
phone,  fax  machine,  TV,  clock  radio  and 
air-conditioning.  Rates  are 
$12.95  for  the  first  hour, 
$6.98  for  each  additional 
hour.  You  can  book  ahead 
of  time  or  simply  check  in  at 
the  last  minute  by  using  the 
direct-line  phone  just  outside 
the  front  door.  Payment  is 
by  credit  card  —  no  cash 

allowed  (partly  to  make 
sure  rooms  aren't  used 
for  illicit  purposes). 


Opening  this 
year  are  the 
Glenmarie 
Resort  in 
Kuala  Lampur 
and  the 
resort-style 
Pan  Pacific 
near  offices 
in  Bangkok. 


YOUR  COMPUTERIZED 
CHAUFFEUR 

The  most  recent  big  breakthrough  in  car 
renting  was  the  cellular  phone.  It  turned 
your  car  into  a  mobile  phone  booth. 
The  next  mini-revolution  may  well  be 
computerized  mapping  to  help  you  get 
where  you're  going. 

So,  more  than  Avis  (800/331-1212)  is 
watching  as  the  Number  Two  car-rental 
company  puts  a  Navmate  satellite  naviga- 
tional system  through  its  paces  in  one- 
hundred  Olds  Delta  88s  it's  renting  at 
San  Jose  International  Airport. 

Navmate's  high-tech  gadgetry  is  an 
interactive,  "intelligent"  system  not 
unlike  a  personal  computer.  There's  a 
tiny  TV  screen  on  the  car's  dashboard 
and  a  bunch  of  buttons  (Enter,  Options, 
Assist,  Cancel)  you  touch,  plus  audio 
for  certain  instructions. 

The  crux  of  Navmate  is  the  new  hot 
gimmick  that's  exciting  everyone  in  con- 
sumer electronics  —  a  Global  Positioning 
Satellite  System  (GPS).  Tell  Navmate 
where  you  are  (the  Avis  parking  lot  at 
San  Jose)  and  where  you  want  to  go  (say, 
St.  Helena  in  the  Napa  Valley),  and  GPS 
figures  it  out  from  there,  including  all  the 
locations  along  your  route,  from  towns 
to  intersections.  The  TV  screen  pictures 
where  you're  going,  street  by  street,  as 
you  drive. 


Brainy  as  it  is,  the  Navmate  system  is 
only  as  good  as  the  highway  and  street 
data  fed  into  it. 

"We'd  like  to  roll  out  Navmate  —  or  ;j 
system  like  that  —  in  1995,"  says  Terry  | 
Gordon,  public  relations  manager  of 
Avis.  "But  it  all  depends  on  how  fast  the! 
mapping  company  can  finish  doing  the  I 
entire  nation." 

WHITE-GLOVES  SERVICE 
IN  THE  WEST 

If  you're  a  commuter  on  the  Pacific  Rim 
circuit,  you  undoubtably  know  about  the 
strategically  located  business  hotels  run 
by  Pan  Pacific  (800/327-8585)  in  14 
countries,  from  Auckland  to  Wuxi  near 
Shanghai.  Opening  this  year  are  the 
Glenmarie  Resort  (three  golf  courses)  in  j 
Kuala  Lampur,  Malaysia's  business  capi-  I 
tal,  and  the  resort-style  Pan  Pacific 
(loaded  with  voice-mail  facilities)  near 
offices  in  Bangkok. 

Before  flying  off  to  the  Far  East,  you 
can  enjoy  Pan  Pacific's  white-gloves  busi? 
ness  service  in  three  West  Coast  hotels: 
the  Pan  Pacific  a  block  from  Union  Square 
in  San  Francisco  and  designed  by  atrium 
architect  John  Portman,  the  more  family- 
oriented  Pan  Pacific  next  to  Disneyland 
and  the  Convention  Center  in  Anaheim, 
and  San  Diego's  Pan  Pacific,  ensconced 
at  the  spectacular,  seven-tower  Emerald- 
Shapery  Center  and  especially  suited  to  I 
corporate  meetings.  And  enticing  corpo- 
rate rates  make  the  stays  easier. 


ARCADES  ALOFT 

First  came  audio  entertainment  with 
headphones  plugged  into  your  armrest, 
then  Airfones  lifted  out  of  seatbacks  with 
the  swipe  of  a  credit  card  and,  more 
recently,  personal  micro-TVs  on  swivels 
in  first  class.  You  haven't  seen  anything 
yet  compared  to  the  home-and-office 
arcades  that  airlines,  from  United 
(800/241-6522)  to  Singapore  (800/742- 
3333),  and  Taiwan's  China  Airlines 
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WHOEVER  SAID  THERE'S  NO  SUCH  THING  AS 

Overnight  Success  never  stayed  At  A  Hyatt. 


i  i  in 


Business 


No  Phone  Access  Charges  •  In-Room  Fax  •  Printers  and  Copiers  •  Express  Breakfast 

At  Hyatt,  overnight  success  stories  are  business  as  usual— thanks  to  Hyatt  Business  Plan. 
You  can  take  advantage  of  a  personal  work  space  and  desk  phone  with  no  phone  access  charges,*  in-room  fax,** 
and  24-hour  access  to  photocopiers  and  printers  on  your  floor.  As  well  as  express  breakfast  and  a  morning  newspaper. 
A  terrific  value  considering  Business  Plan  is  just  $15  over  the  regular  room  rate.  After  all,  nothing  makes  you 
feel  better  in  the  morning  than  a  good  night's  work.  Call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


HYATT 


We've  Thought  Of  Everything; 


Hyatt  Hotels  and  Resorts  are  managed  by  two  separate  groups  of  companies  -companies  associated  with  Hyatt  Hotels  Corp.  and  companies 

ah»H  with  Hvart  Inr^matinnal  dim  in  IQCU  Hvatt  f.im  *  Mn  nhnnp  xccpk  rharapc  fiw  Srifm'c  Inral  rallc  anrl  rrpHpt  rarrl  rails  "Fav  marhinr-  rhaavrl  i 


Our  Business  Services  Are  Designed  To  Improve  Your  Standing 
Not  Just  Wrm  The  CEO ,  Bur  Also  Wrm  The  CFO . 

kit's  Portfolio 
'hoice  When  Yc 


Business 

Achieve  overnight  success  with  Hyatt's  program 
designed  to  keep  you  more  productive  while  on  the  road. 


H  YATT 

GOLD  PASSPORT 


Gold  Passport  rewards  you  with  added  benefits  while  each  stay  earns  you  points 
towards  free  nights  — so  you  always  get  more  than  you  bargained  for. 
Call  1-80O63-HYATT  to  enroll  today. 


Regency  Club 

Business  is  always  a  pleasure  on  Hyatt's  special  Regency  Club  floor. 
Featuring  VIP  amenities,  specially  trained  staff  and  an  exclusive  lounge  for  work  or  play, 
it's  the  ultimate  in  Hyatt  service. 

Touch  And  Go 

AUIOMAIfO  CHECK-IN/CHECK-OUT  SERVICES 

Hyatt's  got  you  coming  and  going  with  1-800  CHECK-IN,  Instant  Check-In  and 
Video  Check-Out—  aimed  to  speed  up  your  arrival  and  hurry  you  home. 


For  reservations,  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


ARIZONA 

Hyatt  Regency  Phoenix 
CAUFORNIA 

Hyatt  Regency  Alicante  (Anaheim) 

Hyatt  at  Fisherman's  wharl  (San  Francisco) 

Hyatt  Regency  Irvine  • 

Hyatl  Islandia  (San  Diego)  • 

Hyatt  Regency  Lalolla  • 

Hyatl  Regency  l  ong  Beach 

Hyatl  Regency  Los  Angeles  • 

Hvati  at  Los  Angeles  Airport  • 

Hyatl  Regency  Monterey  • 

Hyatt  Newportei  (Newport  Beach) 

Hyatt  Regency  Suites  Palm  Springs 

Hyatt  Rickeys  (Palo  Alto) 

Hyatt  Regency  Sacramento  • 

Hyatt  Regency  San  Diego  • 

Hyatl  Regency  San  Francisco  • 

Hyatt  Regency  San  Francisco  Airport  • 

Grand  Hyatt  San  Francisco  • 

Hyatt  San  lose  • 

Hyatt  on  Sunset  (Los  Angeles) 

Hyatl  Wcstlake  Plaza 

CAN AHA 

Hvatt  Regency  Vancouvet  • 
COLORADO 

Hyatt  Regency  Denver  • 

Hyatt  Regency  Tech  Center  (Denver)  • 

conni  c  nan 

Hyatt  Regency  Greenwich 


DISTRICT  OF  COLUMBIA  AREA 
Hyatl  Arlington 
Hyatt  Regency  Bcthesda 
Hyatt  Regency  Crystal  Citv 
Hyatt  Dulles 
Hyatt  Fan  Lakes 
Hyatt  Regency  Reston  • 
Grand  Hyatt  Washington  • 
Hvatt  Regency  Washington  • 

I  I  i  IRIDA 

Hyatt  Regency  Coral  Gables  (Miami) 
Hyatl  Regency  Miami  • 
Hyatt  Orlando 
Hyatt  Regency  Oilando  International  Airport 
Hyatt  Sarasota 
Hyatl  Regency  Tampa 

Hvatt  Regency  Westshore  (Tampa  Int'l  Airport) 
ci  OKC.l  \ 

Hyatt  Regency  Atlanta  >• 
Hyatl  Regency  Savannah 
Hyatt  Regency  Suites  Pel  under 
Northwest  (Atlanta)  • 

II  I  INOJS 

Hyatl  Regency  Chicago  • 
Hyatl  Deerfieid 
Hyalt  Lisle 

Hyatt  Regency  Oak  Brook 

Hyatt  Regency  O'Hare  (Chicago)   .  • 

Hyalt  on  Printers  Row 

Hyatt  Regency  Woodfield 


INDIAN  \ 

Hvatt  Regency  Indianapolis 
KENTUCKY 

Hyatt  Regency  Lexington  • 
Hvatt  Regency  Louisville  -  • 
LOUISIANA 

Hyatt  Regency  New  Orleans  • 
V.AKM  WD 

Hyatt  Regency  Baltimore  • 
Hyatl  Regency  Bethesda 
MASSACHUSETTS 
Hyalt  Regency  Cambridge  • 
Harborside  Hyatl  Conference 

Center  &  Hotel  (Boston) 
Mil  HIC.AN 

Hyatl  Regency  Dearborn 
VHNNI  sell  \ 

Hyatt  Regency  Minneapolis  • 
V1ISSOI  Kl 

Hyatl  Regency  Crown  Center  (Kansas  City) 

Hvatt  Regency  St  Louis  • 

NEW  |ERSEY 

Hyalt  Cherry  Hill  ■ 

Hyatt  Regency  New  Brunswick 

Hyatl  Regency  Princeton 

NEW  MEXICO 

Hyalt  Regency  AlbiKpierc|ue  • 
NEW  YORK 
Hyatt  Regency  Buffalo 
Grand  Hyatt  New  York  • 


Hyalt  Regency  Rochester  • 
NORTH  (  AROI  IN  A 

Hvatt  Charlotte 

OHIO 

Hyatl  on  Capitol  Suuarc  (Columbus)  • 
Hyatl  Regency  Cincinnati  • 
Hvatl  Regency  Columbus  • 
PENNSYLVANIA 

Hyatt  Regency  Pittsburgh 

SOUTH  CAROLINA 

Hvatt  Regency  Greenville 

TENNESSEE 

Hvatl  Regency  Knoxvillc 

rEXAS 

Hyatt  Regency  Austin 
Hyalt  Regency  Dallas  * 
Hyalt  Regency  DFW  i  • 
Hyait  Regency  Houston 
Hyatt  Regency  San  Anionio  « 

VIRGINIA 

Hyatt  Arlington 

Hyatl  Regency  Crystal  City 

Hyalt  Dulles  • 

Hyalt  Fair  Lakes  i 

Hyalt  Regency  Reston  »  • 

Hyatt  Richmond 

WASHINGTON 

Hvatt  Regency  Bcllcvuc  (Seattle) 

WISCONSIN  ' 

Hyatl  Regency  Milwaukee 


Indicates  Hyalt  Business  Plan  available  •  Indicates  Regency  Club  available 

Gold  Passport  and  1-800-CHECK-IN  are  available  at  all  locations. 


Indicates  Touch  and  Go  available 
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1/227-5118),  are  rushing  to  install  at 
•  seat.  First  class  and  business  class, 
>urse,  are  first  in  line  to  enjoy  the  fun 
games.  With  the  sound  track  coming 
ugh  earphones,  you'll  watch  the 
m  on  a  tiny  TV  screen  in  the  seat- 
;  in  front. 

loneering  the  art  of  entertaining  pas- 
ers  electronically  is  Northwest 
1/225-2525),  which  has  some  eight 
bo  jets  outfitted  with  high-tech  gad- 
y  and  25  more  on  the  way.  At  the 
s  of  a  clicker,  you  can  access  a  shop- 
,  catalog,  a  movie  of  your  choice,  a 
sty  of  Nintendo  games,  and  all  sorts 
lformation  about  your  flight  and  des- 
tion  —  weather,  estimated  arrival 
•,  gate  number  —  as  well  as  order 
1  and  drinks.  The  games  cost  $4  an 
r  —  a  bargain  considering  the  50<f  fee 
lay  one  game  in  a  pizza  parlor  —  but 
t  of  the  other  services  are  free, 
leader  among  foreign  carriers, 
many's  Lufthansa  (800/645-3880)  is 
ing  up  with  British  Telecom  to  pro- 
round-the-world  satellite  communi- 
ons with  its  executive  passengers.  In 
5  all  its  Airbus  and  Boeing  jets  on  the 
satlantic  run  will  have  seat  phones 
on-board  faxes  that  will  work  glob- 
,  even  over  water.  With  an  interactive 
em  at  your  in-seat  video  in  first  and 
ness  class,  you'll  be  able  to  book 
;ls,  car  rentals,  and  airline  tickets  — 
enjoy  a  whole  range  of  new  enter- 
ment  options  on  top  of  the  16  chan- 
you  can  already  access,  from  news 
ws  to  movies. 

PASSING 

IE  FRONT  DESK 

azing  it  is  that  business  travelers 
n  have  their  worst  moments  simply 
ng  to  get  to  the  hotel  rooms  they've 
iked.  The  villain:  check  in  gridlock, 
t's  no  wonder  that  top  hotel  chains 
Hilton  (800/445-8667)  and  Marriott 
0/228-9290)  are  coming  up  with  sys- 
is  to  pre-register  guests  and  provide 


special  check  in  desks. 

In  the  Age  of  Automation,  Hyatt's 
notion  of  totally  bypassing  the  front  desk 
sounds  like  an  idea  whose  time  has  come. 
At  least,  the  upscale  chain  thinks  so  as  it 
runs  guests  at  its  Hyatt  Regency  O'Hare 
(800/228-9000)  and  Hyatt  Regency 
Atlanta  through  a  state-of-the-art  ATM 
procedure,  partly  developed  by  Andersen 
Consulting  and  called  Touch  and  Go 
Instant  Check  in,  that  picks  up  where 
bank  ATMs  left  off. 

To  give  its  "front  desk"  a  user-friendly, 
familiar  image,  Hyatt  has  its  check  in  robot 
look  and  act  like  an  automated  teller 
machine.  You  insert  your  credit  card  and 
confirm  your  room  preference  and  other  , 
information  that  pops  up  on  the  screen. 
Then,  dutifully,  the  machine  dispenses 
room  keys  as  well  as  a  printed  passport 
with  a  room  number.  Check  out  is  just  as 
easy.  Presto,  the  bill  of  particulars  for 
your  stay  shows  up  on  the  screen.  (Yes, 
you  can  do  that  at  many  hotels  on  your 
guest-room  TV,  but  still  have  to  go  to  the 
lobby  to  get  your  bill  —  or  wait  for  it  to 
come  through  the  mail.)  With  an  approv- 
ing nod,  the  ATM  prints  out  a  folio  of 
charges  in  a  flash. 

GETTING  A  GOOD  DEAL 
ON  A  FACTORY-PICKUP  CAR 

If  you're  shopping  for  a  classy  European 
car  in  the  $20,000  to  $40,000  range, 
you  can  lower  the  sticker  price  as  much 
as  10%  —  or  more  —  by  taking  delivery 
on  the  continent  during  a  business  trip. 

Pick  up,  say,  a  BMW  3  1 8i  at  a  desig- 
nated dealership  near  Munich,  revel  in 
the  joys  of  driving  to  appointments  on 
high-speed  autobahns,  and  bring  the  car 
home  —  practically  as  a  carryon.  The 
savings,  European  price  vs.  the  price  at 
home:  $2,675  or  10.8%  (including  U.S. 
custom  duties).  And  you've  saved  your- 
self the  high  cost  of  a  car  rental,  which  can 
run  twice  as  much  as  in  the  U.S. 

Does  all  of  this  sound  like  remem- 
brance of  things  past?  Indeed  it  does  — 
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Hyatt's  ATM-style 
machine  for  check  ins. 


Northwest  has 
some  eight 
jumbo  jets 
outfitted 
with  high-tech 
information  and 
entertainment 
gadgetry  at 
your  seat — 
with  25  more 
on  the  way. 
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The  inspiration  for  our  new  Club  Wxrld  seat. 


With  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  of  side  headrests,  you'll 
think  you're  flying  on  cloud  nine.  It's  the  way  we  make  yon  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  worlds  favourite  airlinel^^ 
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)u're  old  enough. 

hrough  the  1960s,  when  the  dollar 
heft,  it  was  fashionable  to  pick  up 
w  car  on  your  arrival  in  Europe, 
e  it  around  during  a  grand  tour  and 
i  take  it  home.  You  could  only 
e  as  you  told  your  friends  about 
20%  to  30%  savings  on  your  shiny 
Mercedes. 

i  the  70s  and  80s  the  declining 
ar  put  a  big  dent  in  the  European- 
very  programs.  So  did  new 
;rican  environmental  restrictions  on 
)  imports.  And  car  buyers  here  and 
e  had  awkward  moments  resolving 
ien  costs  such  as  currency  fluctua- 
s  and  debatable  customs  duties. 
iy  now,  however,  European 
>makers  have  put  most  of  those  prob- 
5  behind  them  and,  with  a  modesty 
ropriate  to  the  1990s,  are  continuing 
ush  sales  of  cars  paid  for  at  your 
.1  dealer  (including  U.S.  sales  and  lux- 
taxes)  but  ready  for  convenient  pick- 
n  a  number  of  European  cities, 
"he  savings,  though  far  lower  than 
>e  thirty  years  ago,  are  noteworthy  — 
:ast  in  1994  terms  when  every  little  bit 
nts.  In  a  representative  list  of  models, 
ral  with  very  high  price  tags,  you'll  save 
following  on  a  European  delivery  —  at 
ober  1994  prices: 

vo  850  Turbo,  $4,045  (12.4%);  Saab 
S,  $2,550  (11.3%);  Volvo  944,  $2,390 
4%);  Mercedes  SL600,  $12,000  (10%); 
sche  968,  $3,995  (10%);  Saab  9000, 
370  (10%);  Porsche  911  Carrera, 
180  (8.6%);  Audi  90S,  $2,396  (8.6%), 
Volkswagen  Cabrio,  $1,002  (5%). 
)rive  safely  so  you  can  enjoy  your  new 
back  home. 


(OWING  WHAT 
>U'RE  GETTING 

en  essayist  Ralph  Waldo  Emerson 
eked  "foolish  consistency,"  he  defi- 
■ly  did  not  have  the  traveler  of  the  late 
h  century  in  mind.  Coming  off  a 
ne,  arriving  at  a  hotel,  beat  and  slight- 


ly bewildered,  and  not  knowing  what's 
what  is  an  invitation  to  stress. 

That's  why  the  recent  move  by 
Marriott  (800/228-9290)  to  make  core 
services  and  perks  consistent  at  its  207 
U.S.  hotels  is  a  boon  to  busi- 
ness travelers. 

For  openers,  the  efficiency- 
minded  chain  is  eliminating 
the  75  £  access  fee  for  collect 
and  credit-card  calls  that  has 
irritated  guests.  "Our  cus- 
tomers told  us  loud  and  clear 
that  access  fees  are  inappro- 
priate," says  William  R. 
Tiefel,  president  of 
Marriott  Lodging. 

In  addition,  you  can 
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Mercedes  pampers  U.S.  customers  with  a 
Stuttgart  package  that  includes  two  free 
nights  in  a  hotel  and  a  factory  tour. 


now  count  on  finding  eight  other  ser- 
vices and  extras  standardized  at 
Marriott's  domestic  hotels: 

•  Room  service  and  health  clubs  (open 
6  a.m.  to  11  p.m.),  concierge  lounges 
(6:30  a.m.  to  10  p.m.),  and  gift  shops 
(7  a.m.  to  10  p.m.). 

•  Reprogrammable  door  locks  (more 
than  50%  electronic)  on  guest  rooms. 

•  Remote  TV  with  HBO,  CNN 
Headline  News,  ESPN,  TNT,  and  the 
Disney  Channel. 

•  Complimentary  copy  of  USA  Today 
delivered  to  your  room. 

•  Room-service  breakfast  guaranteed 
to  arrive  on  time. 

•  Free  morning  coffee  in  the  lobby  (at 
95%  of  hotels). 

•  No  charge  for  incoming  faxes;  $1  per 
page  for  outgoing  U.S.  faxes,  $3  for 
international  faxes. 

•  Express  check  out. 

In  a  recent  survey  of  700  business 
travelers  by  ConsumerMetrics,  Marriott 
won  top  honors  for  service,  quality,  clean- 
liness, and  check  ins  and  check  outs. 

Clearly,  consistency  isn't  "the  hobgob- 
lin of  little  minds,"  as  Emerson  put  it. 

This  text  was  written  by  Paul  Burnham  Finney  of 
Finlyn  Communications,  Inc.  Mr.  Finney  is  a 
well-known  journalist  with  expertise  in  worldwide 
business  travel. 


Marriott's 
recent  move 
to  make  core 
perks  and 
services 
consistent 
at  its  207 
U.S.  hotels 
is  a  boon  to 
business 
travelers. 


BUSINESS  WEEK  /  OCTOBER  3.  1994 


Readers 

0  F 


SusinessWeek  I 


Call  this  800  Number 
1-800-356-8855 

Order  code  #941003 

Or 

FAX  this  page  back  to 
1-609-786-4415 
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1.  British  Airways 
800-247-9297 

2.  Cunard  Line  • 
800-221-8200 

3.  Hyatt  Hotels 
800-233-1234 

4.  Lufthansa  German  Airlines 
800-645-3880 

5.  Northwest  Airlines 
800-225-2525 

6.  Pan  Pacific  Hotels 
800-327-8585 
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Please  Print 

Name 


Business 

Address 

City 

State 

Telephone 
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Zip 


J  HI  MM  ss  J  HOME 


I  \  II  NSION 


Please  check  one  response  lor  each  following  question. 

1  What  is  your  company's  type  of  business? 

1  J  Agriculture  2  □  Mining,  Construction  3  J  Manufacturing,  Processing  4Q  Wholesale,  Retail  Trade 
5  □  Finance,  Insurance,  Real  Estate  6  J  Government  7  J  Transportation,  Public  Utilities 
8  _l  Service  Industries  9  J  Other  -  Please  Specify: 

2  What  is  your  title? 

A  lJ  Chairman  of  the  Board   B  J  President  C  □  Vice  President   D  LI  Treasurer,  Secretary 

E  □  General  Manager  F  □  Division  Manager  G  □  Department  Manager  H  □  Other  Manager 

I  □  Student  J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

1  □  Under  100  2  □  100- 999  3  U  1,000-2499  4  □  2,500  -  4,999  5  □  5,000  -9,999  6  □  10,000  or  more 
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ight  1994  McGraw-Hill.  Inc. 


The  Information  Revolution 

Communications  +  Hardware  +  Software  +  Management 
Corporate  IT  Strategies  for  the  Next  Stage 

Date:  October  31 -November  1,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


Bold  advancements  in 
technology  continue  to  change  the  race 
of  business.  And  corporate  IT  executives, 
charged  with  managing  new  systems  are 
seeking  guidance  and  perspective. 

Leading  the  way  on  the  business  tech- 
nology front,  Business  Week  is  proud 
to  present  a  high-profile  executive 
symposium,  The  Information  Revolution. 

For  corporations  that  provide  the  new 
tools  of  change,  connect  them,  service 
them,  finance  them,  or  offer  guidance 
on  how  to  use  them,  sponsorship  of 
The  Information  Revolution  is  a  valuable 
business  development  vehicle. 


Don't  miss  this  opportunity  to  position 
your  company  as  an  industry  leader 
before  an  influential  audience  of 
business/technology  buyers. 

A  limited  number  of  corporate  sponsor- 
ships are  still  available.  For  sponsorship 
information,  please  call  William  H. 
DeGrafF,  Director  of  Sales,  Strategic 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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it's  time  your 


Your  phone  and 
computer  will  click 
like  never  before. 


talking 


<  all  for  a 
b  ee  game  disk. 
Discover  the  power 
of  Passage  to  the 
Impossibly  Rich. 


same  language. 


Next  time  you're  at  your  desk  and  the 
phone  rings,  imagine  having  the  name  of 
ient  who's  calling  you  pop  up  on 
your  PC.  Along  with  his  current 
files.  And  imagine  never  having 
keep  track  of  incoming  and  out- 
going calls  again.  Because  it's  done 
i  you.  Automatically. 

not  only  imagined  it.  They  cre- 
It's  called  PassageWay'"  Solution. 
It  works  with  AT&T's  Communications 
Systems  and  your  individual  or  networked 
PCs.  Providing  a  crucial  link  between 
communication  and  information.  So  you 


can  work  the  "ay  you  want  to.  not  the 
way  you  have  to. 

Call  1  800  325-7466,  ext.  490,  today. 
And  ask  about  the  AT&T  PassageWay 
Solution.  Because,  if  you're  looking  for  a 
way  to  make  your  business  more  efficient, 
we  speak  y<  >ur  language. 


SS8S.  Where  innovation  leads. 


AT&T 
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BY  JAMES  C  COOPER  AND  KATHLEEN  MADIGAN 


ILL-TILT  FACTORIES 

RENT  AS  SCARY  AS  THEY  LOOK 


MERE  FACTORY 
fPUT  IS  SLOWING 


the  U.  S.  economy  is  slowing  down  in  the  second  half, 
t  looks  as  if  someone  forgot  to  tell  manufacturers.  In 
August,  production  soared,  output  in  previous  months 
revised  up  considerably,  and  factories  used  their  ca- 
y  at  the  highest  rate  in  more  than  five  years,  a  lev- 
ten  associated  with  production  bottlenecks  and  price 
sures. 

le  inflation-jittery  bond  market  nearly  jumped  out 
3  skin  when  it  saw  the  news  on  Sept.  16  .  Bond  pric- 
ummeted,  sending  the  yield  on  the  benchmark  30-year 
sury  bond  to  7.8%,  the  highest  since  June,  1992.  To 
the  data  suggested  that  the  economy  might  even  be 
ding  up,  a  scenario  that  would  fuel  inflation  and  force 
Federal  Reserve  to  tighten  policy  further,  maybe 
more  than  generally  expected. 

However,  a  closer  look  at  the 
factory  sector  reveals  a  less 
alarming  picture.  First  of  all,  the 
unusual  pattern  of  auto  produc- 

— ■ — J   tion  this  year  suggests  that  over- 

— mm  mm  WW       a^  "utl,ut  is  overstated.  Also, 

E '■total  L  tne  Fed's  capacity  numbers  are 
■  excluding  autos  at  odds  with  the  ongoing  surge 
in  business  investment,  which 
could  mean  that  operating  rates 
are  also  exaggerated. 

In  addition,  slower  inventory 
^h  in  the  third  quarter  is  sure  to  be  a  big  drag  on 
E^ross  domestic  product.  Housing  has  gone  flat.  Consu- 
look  winded.  And  capital  spending,  while  still  strong, 
so  set  to  slow.  That's  not  to  mention  the  continuing 
rioration  in  the  U.  S.  trade  deficit,  as  seen  in  the 
data.  All  this  doesn't  suggest  a  sick  economy,  just  a 
er  one. 

IW  MUCH  The  top-line  output  numbers  in  August 
PACITY  IS  showed  that  industrial  production  in  the 
»H  nation's  factories,  utilities,  and  mines  rose 

AILABLE?  0.7%,  with  manufacturing  output  up  1%. 
uction  from  April  to  July,  originally  said  to  have 
Ti  1%,  is  now  shown  to  have  risen  1.5%. 
>wever,  a  bounceback  in  auto  production,  as  Detroit 
ed  up  assembly  lines  following  its  summer  shutdown 
etooling,  accounted  for  half  of  the  August  advance  in 
total  industrial  production  and  manufacturing  output, 
's  not  to  say  cars  don't  count.  They  do.  But  Detroit's 
lown  and  catchup  are  distorting  the  economy's  under- 
;  pattern. 


IV '93    l'94     II  III- 
RTERLY  PERCENT  CHANGE, 
UAL  RATE 

ON  JULY  AND  AUGUST  AVERAGE 
FEDERAL  RESERVE,  BUSINESS  WEEK 


CAPACITY'S 
TIGHT  SPOTS 


INDUSTRY 

OPERATING  RATES 

AUG.  '94  '88-'89  HIGH 

STEEL 

95.3% 

95.7% 

PETROLEUM 
PRODUCTS 

93.5 

88.5 

TEXTILES 

92.0 

92.1 

LUMBER 

90.3 

93.3 

INDUSTRIAL 
MACHINERY 

89.8 

83.7 

ELECTRICAL 
MACHINERY 

89.5 

84.9 

MANUFACTURING  84.3  85.1 

DATA:  FEDERAL  RESERVE 


For  example,  so  far  in  the  third  quarter,  factory  produc- 
tion shows  no  sign  of  slowing  from  its  second-quarter 
pace.  But  excluding  motor  vehicles,  the  remaining  94%  of 
factory  output  is  slowing  sharply  (chart).  Indeed,  not 
counting  August's  11.7%  surge  in  auto  production,  output 
of  consumer  goods  other  than  autos  fell  0.1%  in  the  month, 
led  by  declines  in  appliances  and  other  durable  goods. 

Detroit  also  helped  to  push  up 
the  industrial  operating  rate  in 
August  to  84.7%,  and  to  84.3%  in 
manufacturing.  Industry  hasn't 
used  that  much  of  its  capacity 
since  1989,  when  the  rate  peaked 
at  84.8%  and  scattered  price 
pressures  started  to  crop  up. 
Several  industries  are  running 
flat  out  (table). 

This  time,  though,  the  accura- 
cy of  the  Fed's  measure  is  in 
doubt.  The  operating  rate  is  the 
ratio  of  what  industry  is  produc- 
ing to  what  it  is  capable  of  producing.  Economists  at 
Merrill  Lynch  &  Co.,  for  example,  argue  that  the  Fed  is 
understating  the  amount  of  available  capacity,  which 
would  cause  the  operating  rate  to  be  overstated. 

During  the  past  year,  they  say,  the  Fed's  numbers 
show  that  available  capacity  is  up  2.8%,  even  though 
equipment  investment  has  surged  15%,  suggesting  a  fast- 
er increase  in  capacity  that  would  result  in  a  lower  utiliza- 
tion rate.  The  Fed  will  revise  its  capacity  data  in  late  No- 
vember, and  operating  rates  are  likely  to  be  redrawn  at 
least  slightly  lower. 

I  MACHIHERY  Equipment  investment's  strength  is  clear 
I  OUTPUT  IS  in  the  industrial-production  data.  Output  of 
I  STILL  business  equipment  rose  a  strong  1.6%  af- 

I  BOOMING  ter  an  equally  sturdy  gain  of  1.3%  in  July. 
Equipment  output  is  up  13.2%  from  a  year  ago,  about 
twice  the  pace  of  overall  industrial  production. 

However,  the  quarterly  pattern  of  capital-spending 
plans  indicates  that  the  investment  boom  will  be  a  bit  less 
resounding  in  coming  months.  However,  for  capital-goods 
producers,  it  might  not  seem  that  way,  as  export  de- 
mand takes  up  some  of  the  slack.  The  problem,  though,  is 
that  American  businesses  continue  to  get  an  increasing 
share  of  their  new  equipment  from  abroad,  and  that's 
not  helping  the  U.  S.  trade  deficit. 

Indeed,  capital  goods  are  the  Cliffs  Notes  of  the  whole 
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WHY  THE  TRADE  GAP 
KEEPS  WSDENING 


foreign  trade  story.  Overall,  domestic  demand  has  sucked 
in  imports  at  a  faster  pace  than  exports  have  been  grow- 
ing (chart).  The  good  news  for  the  outlook  is  that  this  dis- 
parity will  end. 

Tlii'  bad  iii'ws  is  that  the  third  quarter  may  not  set'  the 
benefits.  The  trade  deficit  for  all  goods  and  services  wid- 
ened unexpectedly  in  July,  rising  to  $11  billion  from  $9  bil- 
lion in  June.  The  dollar  tanked  on  the  bad  surprise,  taking 
the  U.  S.  stock  and  bond  markets  with  it. 

The  sharp  erosion  means  foreign  trade  started  the 
third  quarter  far  below  its  average  for  the  second  quarter, 
when  a  deteriorating  trade  performance  robbed  almost  one 
percentage  point  from  GDP  growth. 

For  goods  alone,  the  trade  gap 
jumped  to  $15.7  billion  in  July 
from  $14  billion  in  June.  Using 
comparable  data  calculated  on  a 
customs-value  basis,  the  mer- 
chandise trade  deficit  in  July  was 
the  largest  since  1985. 

Goods  exports  fell  4%  in  July, 
led  by  a  drop  in  aircraft.  Despite 
this,  foreign  shipments  are  doing 
quite  well.  They've  grown  10.6% 
in  the  12  months  ended  in  July. 
One  export  area  that  is  struggling  is  agricultural  prod 
ucts.  They're  down  9.6%  in  the  first  seven  months  of 
1994.  A  bad  1993  harvest,  a  bankrupt  Russia,  and  greater 
competition  from  South  America,  China,  and  South  Africa 
have  eaten  away  at  what  was  a  major  export  category  for 
the  U.  S. 

Looking  ahead,  U.  S.  exporters  will  benefit  from  the 
stronger  global  growth  expected  in  1995.  With  Europe 
largely  out  of  recession,  demand  for  U.  S.-made  goods 
will  pick  up  there.  And  the  robust  economies  in  Southeast 
Asia  and  Latin  America  will  also  power  exports. 

Stronger  growth  abroad  will  brighten  the  trade  outlook 
for  exports,  while  modest  growth  at  home  should  slow  the 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO, 
CUSTOMS  BASIS,  3-MONTH  MOVING  AVGS. 
DATA:  COMMERCE  DEPT.,  BUSINESS  WEEK 


tide  of  imports.  True,  imports  were  flat  in  July,  but  the; 
have  soared  14.8%  in  the  past  year.  Slower  import  growtl 
by  the  fourth  quarter  will  be  one  of  the  byproducts  of  tb 
Fed-engineered  slowdown  in  domestic  demand. 


FEWER 
HOMES, 
FEWER 
APPLIAHCES 


The  effect  of  higher  interest  rates  has  al 
ready  shown  up  in  housing  activity.  All 
though  housing  starts  rose  2.1%  in  An 
gust,  to  an  annual  rate  of  1.44  million,  al| 
of  the  strength  was  in  apartment  construction.  Starts 
single-family  homes  fell  2.7%,  to  1.17  million  (chart).  So  fj 
in  the  third  quarter,  total  starts  are  below  their  second] 
quarter  level,  and  they  are  down  3.3%  from  their  recen 
peak  in  the  fourth  quarter  of  1993 

Moreover,  higher  rates,  especially  for  adjustable-ra 
mortgages,  have  some  homeowners  struggling.  The  Mo; 
gage  Bankers  Assn.  reports  that  second-quarter  mor 
gage  delinquencies  rose  for  the  second  consecutive  quartei 
The  uptick  suggests  that  homeownership  is  becoming 
burden  for  an  increasing  number  of  households 

With  less  homebuilding,  de- 
mand for  home-related  goods  will 
wane.  The  biggest  losers  will  be 
appliances,  carpeting,  and  build- 
ing materials— products  that  go 
into  a  home  as  it  is  being  con- 
structed. Production  of  consumer 
durable  goods,  excluding  cars, 
fell  0.6%  in  August. 

With  exports  expected  to  gain 
steam  next  year  and  business  in- 
vestment in  equipment  likely  to 
grow  faster  than  the  overall  GDP,  controlling  consume] 
spending  will  remain  the  primary  way  policymakers  slow 
down  this  economy.  Their  task  is  well  under  way:  The  hoi 
data  of  August  in  the  factory  sector  notwithstanding,  tb 
U.  S.  has  shifted  down  to  a  much  cooler  pace  in  the  secon 
half. 


HOUSING  ACTIVITY 
LEVE1S  OFF 


TOTAL  STARTS! 

_// 

ft 

SINGLE-FAMILY 
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CONSUMER  CONFIDENCE 


Tuesday,  Sept.  27,  10  am. 
The  Conference  Board's  index  of  con- 
sumer confidence  probably  rebounded 
a  bit,  to  90,  in  September,  after  dip- 
ping 2.5%,  to  89,  in  August.  That's  the 
median  forecast  of  economists  surveyed 
by  mms  International,  a  division  of  Mc- 
Graw-Hill Inc.  Although  the  confidence 
index  has  returned  to  its  prerecession 
levels,  consumers  remain  wary  about 
job  prospects. 

DURABLE  GOODS  ORDERS  

Wednesday,  Sept.  28,  8:30  am. 

New  orders  taken  by  durable-goods 

manufacturers  likely  increased  by  3% 


in  August.  That  would  not  reverse  the 
4.3%  plunge  orders  took  in  July.  De- 
mand for  motor  vehicles  increased,  as 
indicated  by  the  gain  in  auto  output  in 
August.  The  backlog  of  unfilled  orders 
probably  fell  again,  after  slipping  0.2% 
in  July. 

NEW  SINGLE-FAMILY  HOME  SALES 

Thursday,  Sept.  29,  10  am. 
New  homes  likely  sold  at  an  annual  rate 
of  650,000  in  August,  say  the  MMS  econ- 
omists. That  decline  is  suggested  by  the 
2.7%  drop  in  single-family  housing  starts 
in  the  month.  Home  sales  jumped  8.3% 
in  July,  to  a  664,000  pace,  but  higher 
interest  rates,  especially  for  adjustable- 
rate  mortgages,  are  beginning  to  crimp 


the  housing  upturn.  Sales  peaked  in  th^ 
fourth  quarter  of  1993. 

PERSONAL  INCOME 


Friday,  Sept.  30,  8:30  am. 
The  MMS  survey  forecasts  that  person; 
income  rose  0.4%  in  August,  after  ad 
vancing  0.5%  in  July.  Wages  and  salarii 
probably  struggled,  as  indicated  by  tb 
drop  in  weekly  pay  and  slower  job 
growth  last  month.  However,  highe 
interest  rates  and  better  corporate  pn 
its  are  lifting  personal  interest-and-divi 
dend  income.  Consumer  spending  prob 
ably  increased  by  a  healthy  0.6%  in 
August,  after  a  puny  0.2%  gain  in  July. 
That's  suggested  by  the  0.8%  rise  in  re- 
tail sales. 
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Double 
time. 


HP  LaserJet  4V 
Documents  in  half 
the  time. 

If  your  printer  keeps  you  waiting 
too  often,  you're  ready  for  the  new  HP 
LaserJet  4V  printer.  The  one  that  can 
give  you  16  pages  per  minute  instead 
of  the  usual  eight. 

The  LaserJet  4V  handles  a  variety 
of  paper  sizes,  including  11"  x  17". 
It's  got  more  memory.  And  it  fits  on  a 
desktop.  When  you  hit  print,  you  get 
HP's  true  600-dot-per-inch  resolution. 
It's  sharper.  Crisper.  Blacker.  And  only 
$2,449  U.S.  list. 

If  you  need  to  turn  up  the  speed  on 
your  network,  choose  the  LaserJet  4MV 
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HOPE  AT  LAST 
IN  HAITI 

AID  WON'T  SAVE  IT.  ORDER  AND  OPEN  MARKETS  WILL 


Packing  suitcases  and  cleaning  up 
his  Miami  apartment,  Walter  Bus- 
senius  is  preparing  to  return  to 
Haiti.  Just  hours  after  U.  S.  troops  be- 
gan landing  in  his  troubled  Caribbean 
nation,  he  is  calling  customers  of  his  es- 
sential-oils factory.  He  assures  them  that 
the  plant,  which  makes  oil  for  perfumes 
and  has  been  shuttered  for  eight  months 
because  of  the  international  embargo, 
will  soon  be  back  in  business.  Having 
fled  the  escalating  violence  in  Haiti  for 
Miami  two  months  ago,  Bussenius  is 
anxious  to  return  to  his  factory  and  45- 
room  hotel  in  Cap  Haitien.  And  he's 
hopeful  about  the  future.  "The  problems 
of  Haiti  are  well  known,  and  the  oppor- 
tunities are  well  known,"  he  says.  "All  it 
takes  is  a  government  that  will  facilitate 
development." 

If  only  it  were  that  easy.  Haiti's  stran- 
gled economy  will  get  a  much-needed 
boost  when  the  international  embargo 
is  lifted.  That  is  a  condition  of  the  agree- 
ment by  which  Haiti's  military  leaders 
are  to  cede  power  to  elected  President 
Jean-Bertrand  Aristide.  And  an  expect- 
ed $550  million  in  international  aid  in 
the  first  year  should  provide  food, 
health,  and  infrastructure. 
trade  collapse.  But  the  daunting  task 
of  rebuilding  Haiti's  economic  and  po- 
litical system  is  complicated  by  tensions 
between  the  popularly  elected  priest- 
turned-president  and 
the  uneasy  business 
class,  which  fears 
retribution  for  the 
military's  September, 
1991,  coup.  Indeed, 
the  ultimate  success 
of  Haiti's  recovery 
lies  in  the  Haitians 
themselves  .rather 
than  in  the  millions 
in  aid  about  to  come 
their  way.  Before  ec- 
onomic recovery  can 
take  root,  Haitians 
say,  the  cycle  of  vio- 
lence and  vengeance 


that  has  wracked  the  country  for 
decades  must  end. 

Outsiders  agree.  Aristide  needs  to 
create  a  system  in  which  an  election 
means  "not  only  the  victory  of  the  ma- 
jority but  the  protection  of  the  minority," 
former  President  Jimmy  Carter  said  in 
an  Atlanta  speech  two  days  after  re- 
turning from  his  Haiti  mission. 

The  prospect  of  an  Aristide  return  is 
something  that  many  wealthy  Haitians 
such  as  Olivier  Nadal,  one  of  the  island's 
biggest  importers,  are  slowly  coming  to 
accept.  Like  many  of  his  counterparts, 
he  distrusts  Aristide  but  recognizes  that 
the  elected  president  must  return  for 
Haiti  to  progress.  "We  have  so  many 
things  to  do  in  this  country,"  Nadal  says. 
"We  have  nothing." 

Even  before  the  recent  crisis,  Haiti 
was  the  poorest  nation  in  the  hemi- 
sphere, with  a  per-capita  income  of  just 
$360  annually.  That  dropped  below  $250 
as  Haiti's  economy  shrank  by  more  than 
15%  in  1992-93,  the  World  Bank  says. 
The  deprivation  and  political  terrorism 
against  Aristide  supporters  drove  thou- 
sands of  Haitians  to  flee  the  island. 

Today,  Haiti's  economy  is  mind-numb- 
ingly  bad.  The  inflation  rate  has  soared 
to  46%.  Trade  collapsed  with  the  em- 
bargo, decimating  the  country's  coffee, 
mango,  and  apparel  industries.  Total  ex- 
ports fell  from  $163  million  in  1991  to 


$72  million  in  1993.  Imports  tumbled  tc  The 
$173  million  from  $300  million  during  s 
the  same  period. 

The  picture  for  Haiti's  7  million  peoplejth 
is  just  as  bleak.  More  than  100,000 
have  been  lost  in  the  three  years 
the  embargo,  and  75%  of  the  country': 
workforce  is  unemployed.  Some  47% 
its  adult  population  is  illiterate.  In  1993 
more  than  20%  of  children  suffered  fromli; 
malnutrition,  and  1  out  of  every  10 
bies  doesn't  survive  the  first  year. 


jobs 

since 

S  ft  i; 

oi  ee-e 

tal 


ba-  rink 


HUMANITARIAN 


L.    ■£  GOVERNANCE 


PRICE  TAG 
FOR  STABILITY 


TOTAL  AID  EXPECTED 
IN  HAITI  DURING 
THE  NEXT  12  MONTHS 


50  BUSINESS  WEEK/OCTOBER  3,  1994 


HAITI'S  MORIBUND 
ECONOMY... 

CHANGE  IN  PER-CAPITA  GROSS  DOMESTIC  PRODUCT 
■I  HAITI         m  LATIN  AMERICA 


For  recovery  to  take  hold,  the  cycle 
of  violence  and  vengeance  must  end 


...MEANS  A  DESPERATE 
STANDARD  OF  LIVING 


INFANT  MORTALITY, 
PER  1,000  BIRTHS  (1992) 


INFLATION  RATE  (1993)  46% 


LITERACY  RATE  ( 1 993) 


UNEMPLOYMENT  { 1 993)  75  °/o 


DATA:  INTER-AMERICAN  DEVELOPMENT  BANK,  WORLD  BANK 


HAITI  QUI  $205 


LATIN  AMERICA  $2,233 


-12 
A  PERCENT 


ie  last  three  years  of  military  rule 
eft  Haiti's  infrastructure  battered, 
ricity  is  provided  for  just  six  hours 

day.  Some  96%  of  the  country's 
3  are  potholed.  The  antiquated  tele- 
e  system  is  near  collapse.  Haiti's 
is  plagued  by  outdated  equipment, 
•cutting  for  fuel  has  deforested  all 
ibout  7%  of  the  land  while  erosion 
faulty  agricultural  practices  are 
king  the  amount  of  arable  land.  As 
ale  issued  by  the  U.  S.  officials  in 
■au-Prince  said  earlier  this  year: 
A  is  not  on  the  way  to  becoming  a 
et  case.  It  is  one." 
ie  emergency  assistance  plan  won't 

panacea  for  Haiti's  deep-rooted 
[ems.  Half  of  the  proposed  $550  mil- 
to  be  donated  during  the  next  12 
;hs  by  the  U.  S.  and  the  interna- 
.1  community  will  be  spent  in  the 

90  days.  An  initial  recovery  pro- 
i,  crafted  by  a  consortium  of  donor 
ms,  the  World  Bank,  and  Interna- 
.1  Monetary  Fund,  focuses  on  meet- 
ocial  needs  through  nutrition,  educa- 

and  health  programs,  rebuilding 
structure,  and  encouraging  growth 
e  private  sector.  Other  internation- 


al aid  will  come  later:  President  Clinton 
promised  in  a  Mar.  23,  1993,  meeting 
with  Aristide  to  help  coordinate  a  $1 
billion,  five-year  international  program. 

Analysts  say  privatization  of  state- 
owned  interests,  including  phone, 
electricity,  water,  ports,  cement,  and 
flour  mills— will  be  critical  to  restruc- 
turing the  Haitian  economy.  Breaking 
the  monopoly  that  a  few  powerful  Hai- 
tian families  have  on  industry  is  also 
key.  Aristide's  advisers  emphasize  an 
open  foreign-investment  policy,  decen- 
tralization, divestiture  of  state  enter- 
prises, and  the  need  to  open  the  Haitian 
economy  by  cutting  tariffs. 
skilled  workers.  The  job  of  rebuild- 
ing Haiti  will  be  difficult— but  not  impos- 
sible, outsiders  say.  "On  the  positive 
side,  [Haiti]  has  a  skilled  and  hardwork- 
ing labor  force  and  entrepreneurial  tal- 
ent," says  Rainer  Steckhan,  director  of 
the  World  Bank's  Caribbean  office.  One 
of  the  Haitian  government's  most  im- 
portant tasks  will  be  to  build  bridges 
with  the  country's  business  community. 
"Because  there  is  no  formal  way  [for 
business]  to  access  influential  circles  in 
the  government  and  no  rational  way  of 


doing  that,  they  do  so  informally,  with 
bribes.  Until  they  have  a  mechanism, 
that  will  continue,"  says  Yves  Savain,  a 
Haitian  American  businessman. 

Indeed,  building  government  institu- 
tions, such  as  a  justice  department  to 
balance  the  military's  power  would  win 
over  many  members  of  Haiti's  business 
class.  "They  see  an  urgent  need  to  build 
institutions  so  they  cannot  be  held  hos- 
tage by  civilians  or  by  people  in  uni- 
form," says  Lionel  Delatour,  a  member 
of  the  Center  for  Free  Enterprise  &  De- 
mocracy in  Port-au-Prince. 

Anthony  P.  Maingot,  a  Florida  Inter- 
national University  professor  who  has 
studied  Haiti  for  25  years,  was  heart- 
ened by  the  emotional  note  that  Aristide 
hit  to  break  through  the  tension  and 
distrust  at  the  opening  of  a  July,  1993, 
meeting  in  Miami  with  Haitian  business- 
people.  Now,  as  then,  he  says,  "it  is  up 
to  Aristide  to  strike  the  right  chord." 

Whatever  the  chord,  the  message  of 
reform  will  be  unpopular  in  some  of 
Haiti's  social  sectors.  Haiti's  economy 
and  society  "has  been  based  on  a  tre- 
mendous amount  of  exploitation  of 
blacks  by  the  mulatto  class,  and  they've 
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been  reluctant  to  give  up  power,"  says 
Anthony  Bryan,  a  professor  at  the  Uni- 
versity of  Miami's  North-South  Center. 

Efforts  to  improve  the  lot  of  the  poor 
and  to  expand  Haiti's  fledgling  middle- 
class  will  mean  paying  fair  wages,  not  a 
popular  prospect  for  industry  based  on 
low-wage  labor  of  $1  a  day.  Marie  Cerat, 
who  helped  found  a  nonprofit  organiza- 
tion in  Brooklyn  that  aids  recent  Haitian 


immigrants,  notes  that  an  aunt  in  Haiti 
has  worked  in  a  factory  for  30  years 
and  has  no  insurance,  no  pension,  and  no 
savings.  "If  there  is  no  work  that  day, 
she  does  not  get  paid,"  she  says.  "There 
is  no  potion  the  Americans  can  bring 
that  will  change  anything  overnight." 

Nothing,  indeed,  is  very  likely  to 
change  overnight.  Eventually,  the  estab- 
lishment of  political  stability,  a  resur- 


gence of  trade,  and  a  friendly  climate  fo 
business  investment  could  bring  the  Ha 
tian  economy  back  from  the  dead.  Unt 
then,  the  country  can  only  hope  tha 
the  optimism  of  Haitians  such  as  Walte 
Bussenius  is  well-founded. 

By  Gail  DeGearge  in  Miami  and  Am 
Borrus  in  Washington,  with  Julie  Tilsm 
in  New  York  and  Andrew  Downie  i 
Port-au-Prince 


Commentary/by  Susan  B.  Garland 

CLINTON'S  YES-NO-MAYBE-YES  FOREIGN  POLICY 


The  month  of  mixed  signals, 
breast-beating,  and  false  starts 
notwithstanding,  it's  hard  to  ar- 
gue with  President  Clinton's  goals  in 
Haiti.  He  wanted  the  removal  of  its 
dictators,  restoration  of  the  democrat- 
ically elected  President,  a  halt  in  the 
refugee  flow,  and  an  end  to  atrocities. 
And  despite  a  bipartisan  pummeling 
over  the  lurching  nature  of  his  policy, 
he  may  even  get  what  he  wants. 

The  problem  is  that  months  of  alter- 
nating bouts  of  bluster  and  retreat 
won't  be  forgotten  in  the  afterglow  of 
an  invasion  averted  and 
despots  deposed.  It's  only 
too  obvious  that  Clinton  has 
yet  to  learn  that  in  foreign 
policy,  there  are  few  clear 
right  and  wrong  decisions. 
Decisiveness  and  consisten- 
cy are  what  count.  So  is 
thinking  through  all  the 
repercussions  of  a  decision. 

Although  the  last-minute 
settlement  that  arranged 
the  Oct.  15  resignation  of 
General  Raoul  Cedras  and 
his  conspirators  may  win 


of  an  exodus  and  initiated  a  dialogue. 
Then  there's  Bosnia.  Clinton  prudently 
concluded  that  U.  S.  intervention  would 
fail,  but  only  after  months  of  threats 
and  backtracking.  In  Somalia,  Clinton 
was  right  to  pull  out  when  18  Ameri- 
can troops  were  killed  in  an  ambush, 
but  he  should  never  have  shifted  the 
mission  to  nation-building  in  the  first 
place.  And  China  policy  is  no  less 
messy.  Clinton  boasted  about  linking 
human  rights  to  trade  during  the  cam- 
paign and  after,  therefore  inviting 
harsh  criticism  when  he  renewed  Bei- 


THE  CHIEF  AND  FOREIGN  POLICY  FREELANCERS  CARTER,  NUNN,  POWELL 


Clinton  a  reprieve  from  dropping  pub- 
lic approval  polls,  the  Administration's 
months  of  public  hand-wringing  over 
Haiti  and  other  foreign  policy  hot  spots 
has  a  price.  That  it  took  the  actual 
takeoff  of  troop  planes  to  convince  Ce- 
dras &  Co.  that  the  U.  S.  meant  busi- 
ness is  evidence  of  how  much  Clinton 
has  squandered  his  stature  abroad. 
"We  had  to  order  the  invasion  to  make 
[our  threats]  credible,"  concedes  De- 
fense Secretary  William  J.  Perry. 
cut  the  bluster.  Haiti  is  just  the  latest 
in  a  string  of  foreign  policy  challenges 
in  which  the  Administration's  flailing 
policy  process  overshadowed  the  even- 
tual decision.  After  much  flipping  and 
flopping,  the  President  managed  to 
stanch  the  flow  of  Cuban  refugees.  But 
he  should  have  heeded  early  warnings 


jing's  most-favored-nation  status. 

The  Administration  is  relieved  it 
won't  need  to  pursue  an  unpopular  war 
in  Haiti.  But  while  Clinton  and  his  ad- 
visers crow  that  his  resolve  in  the  Car- 
ibbean proves  he's  ready  for  prime 
time,  it's  not  clear  he  has  established 
any  great  principles.  By  giving  the 
despots  he  described  as  "murderers" 
and  "rapists"  a  one-month  grace  period 
and  amnesty,  Clinton  has  chipped  away 
at  one  moral  cornerstone. 

The  questionable  deal  was  the  ulti- 
mate flip-flop.  It  raises  questions  about 
just  how  committed  Clinton  was.  Even 
worse,  Clinton  seemed  not  to  have  ex- 
amined the  consequences  of  his  deal 
with  Haiti's  generals.  The  President 
and  his  aides  were  clearly  unprepared 
for  the  sight  of  Haitian  troops  killing 


citizens  while  American  soldiers  sto 
by.  To  be  sure,  it  may  be  too  much 
to  ask  Clinton  and  his  foreign  policy  \ 
team  to  come  up  with  an  overarching 
vision  that  sets  guidelines  for  when  to 
intervene  militarily  and  when  to  stayij 
out.  But  there  should  be  some  consis 
tency  of  principle  from  issue  to  issue. 

At  the  very  least,  the  Clintonites 
need  to  quit  the  ad  hoc  policymaking 
and  handle  each  new  crisis  more  me-'j1 
thodically.  Set  a  realistic  goal,  stick  to 
the  plan,  and  pursue  it  with  quiet  di- 
plomacy. Bluster  and  bluff  don't  work, 
whether  it's  trade  threats 
against  Japan,  human-rights 
demands  to  China,  or  nu 
clear  confrontation  with 
North  Korea— unless  Clin- 
ton follows  through  with  ac- 
tion. Haiti  is  a  clear  case 
of  Clinton  beating  his 
drums  so  loudly  that  he  left 
himself  no  way  out  of  an 
invasion,  a  policy  many  sen-  j 
ior  advisers  privately 
feared  was  a  folly. 

The  arena  where  Clinton  I 
needs  to  do  a  lot  more  talk- 


tel 


ing  is  at  home.  A  successful  chief  exec-  h 
utive  must  first  lay  the  groundwork 
for  public  support  for  controversial  ac- 
tions. The  national  dialogue  that  Clin- 
ton promised  to  hold  on  Haiti  never 
happened  because  he  worried  that  in- 
vasion talk  would  cause  an  uproar. 

So  far,  Clinton  has  been  lucky.  De- 
spite its  chaotic  nature,  his  foreign  pol- 
icy decision-making  process  hasn't  pro- 
duced any  big  disasters.  Haiti  may  yet 
turn  out  well,  too.  If  nothing  else,  Haiti 
has  taught  the  President  the  impor- 
tance of  backing  threats  with  action.  In 
foreign  policy,  a  President's  credibil- 
ity can  have  the  firepower  of  the  Pen- 
tagon. Maybe  more. 


Washington  Correspondent  Garland 
covers  the  President. 
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Commentary/by  Douglas  Harbrecht 


WHY  IT'S  TIME  FOR  A  SHOWDOWN  WITH  JAPAN 


t's  high  noon  in  trade  town,  and 
another  showdown  looms  between 
the  U.  S.  and  Japan  over  access  to 
;yo's  markets.  Only  this  one  is  crit- 
.  Really. 

}ome  Sept.  30,  if  Japan  doesn't 
ee  to  open  up  to  American  medical 
lipment,  telecommunications,  and  in- 
ance  services,  U.  S.  Trade  Repre- 
tative  (USTR)  Mickey  Kantor  will 
>ly  the  maximum  pressure:  He  will 
>  Japan  under  the  so-called  "Super 
"  law.  Even  if  a  modest 
.1  is  cut,  Kantor  may  still 
ne  Japan  for  barring 
3.  autos,  auto  parts,  and 
ss  products.  Kantor  se- 
ed Clinton's  go-ahead  for 

move  on  Sept.  20. 
ious  threats.  It's  a  pow- 
nl  tool.  And  the  time  is 
e  for  the  U.  S.  to  call 
tan's  bluff,  just  as  Presi- 
it  Bush  did  in  1989  by  us- 

Super  301  to  force  open 
>anese  markets  to  U.  S. 
ellites,  plywood,  and 
ercomputers  after  negoti- 
ms  stalled.  American  offi- 
s  insist  they're  not  spoil- 
for  a  brawl.  "Our 
>roach  will  be  fairly  surgi- 
,"  says  one  top  Clinton 
de  adviser.  "We'd  rather 
ve  hope  for  steady,  ongo- 

progress." 

Clintonites  are  aware  that 
;y  can't  afford  to  rile 
rid  financial  markets,  still 
ry  from  the  collapse  of  the  U.  S.-Ja- 
i  "framework"  talks  last  February, 
spite  the  concerns,  however,  the  14 
nths  of  fruitless  "framework"  talks 
,ween  the  U.  S.  and  Japan  under - 
>re  the  best  reason  for  invoking  Su- 
-  301:  Where  all  else  has  failed  to 
ve  Tokyo,  the  threat  of  sanctions 
i  proved  effective.  Faced  with  previ- 
i  Super  301  threats,  Tokyo  respond- 
by  opening  its  market  to  an  annual 
billion  in  U.  S.  exports. 
Unfortunately,  Super  301  has  taken 
an  aura  in  Japan  and  around  the 
rid  of  being  the  ultimate  symbol  of 
serpower  bullying.  But  in  reality, 
;  not  a  bludgeon.  No  immediate  re- 
iation  is  being  contemplated.  If  Ja- 
^  is  cited,  that  would  trigger  a  year- 
ig  investigation.  At  its  close,  the 
ER  would  determine  if  there  are  any 
u*easonable"  practices  that  "discrim- 


inate against  and  unduly  burden"  U.  S. 
commerce  in  Japan.  The  President 
would  then  have  wide  discretion  to 
take  action— ranging  from  doing  noth- 
ing to  levying  sanctions.  "All  it's  really 
designed  to  do  is  to  provide  more  com- 
pelling reasons  to  reach  agreements," 
says  Erin  Endean,  former  director  of 
the  USTR'S  Japan  desk. 

Still,  beginning  the  Super  301  pro- 
cess now  is  a  gamble  for  Clinton.  He 
likely  won't  get  support  from  even  the 


most  free-trading  Republicans,  who  in- 
creasingly see  him  as  a  weakened  op- 
position leader  beatable  in  1996.  What's 
more,  if  Kantor  uses  Super  301  against 
Japan  now,  President  Clinton  will  go  to 
the  annual  Asian-Pacific  Economic 
Cooperation  (apec)  meeting  in  Indone- 
sia in  mid-November  to  face  trade  min- 
isters petrified  that  they'll  be  next. 

Among  those  arguing  against  tak- 
ing such  strong  action  is  C.  Fred  Berg- 
sten,  the  U.  S.  representative  in  charge 
of  getting  the  organization's  16  mem- 


"Our  approach  will  be  fairly 
surgical.  We'd  rather 
leave  hope  for  steady, 
ongoing  progress" 


bers  to  agree  to  a  framework  for  a 
Pacific  free-trade  pact.  He  contends 
that  Super  301  threats  "have  managed 
to  move  almost  every  one  of  our  natu- 
ral allies  to  Japan's  side." 

Bergsten's  observation  is  correct.  In- 
stead of  joining  the  U.  S.  in  a  concerted 
effort  to  reform  Japanese  mercantilist 
trade  practices,  Asian  nations  may  be 
distracted  by  fears  that  the  U.  S.  will 
cite  them  next  for  cartel-like  business 
practices  and  for  trademark  piracy. 

Still,  two  recent  reports 
show  why  the  U.  S.  must 
not  flinch.  New  figures  re- 
veal that  foreign  share  of 
the  Japanese  semiconductor 
market— almost  exclusively 
American— has  grown  from 
8.6%  in  1986,  to  21.9%,  in 
the  second  quarter  of  1994. 
That's  attributable  to  years 
of  U.  S.  pressure  and  actual 
sanctions  levied  during  the 
Reagan  Administration.  No 
wonder  Japan's  bureaucrats 
despise  the  1986  semicon- 
ductor trade  accord  agree- 
ment and  vow  never  again 
to  accept  similar  "numerical 
indicators  of  progress," 
which  the  Clintonites  are 
pushing. 

critical  deficit.  On  the  oth- 
er hand,  the  Sept.  20  Com- 
merce Dept.  report  on  the 
U.  S.  trade  deficit  demon- 
strates an  overall  U.  S.  fail- 
ure. It  shows  that  the  gap 
hit  a  one-month  record  of  $11  billion  in 
July.  Japan  accounts  for  half  of  the 
imbalance  and  will  run  up  a  record 
$60  billion  surplus  with  the  U.  S.  this 
year.  Japanese  negotiators  are  right 
to  point  out  that  the  U.  S.  must  do 
more  to  reduce  its  budget  deficit  and 
increase  savings. 

But  the  Clintonites,  who  acknowl- 
edge the  criticism,  must  also  make  it 
clear  that  a  chronic,  growing  trade  im- 
balance between  the  world's  two  larg- 
est economies  is  unacceptable.  Super 
301  may  not  be  the  best  tool,  but  it  is 
a  proven  attention-getter. 

So  go  ahead,  Mickey,  haul  out  Super 
301  if  Japan  continues  to  balk.  It's 
high  time  to  show  that  the  U.  S. 
means  business. 

Harbrecht  cavers  trade  for  BUSINESS 
WEEK  from  Washington. 
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STRATEGIES  I 


BEHEMOTH 
ON  A  TEAR 


Coke  is  revving  up  its  fortunes  with  a  knockout  marketing  blitz 


■  n  the  pecan-paneled  boardroom  of 
I  Coca-Cola  Co.'s  Atlanta  headquar- 
H  ters,  Chief  Executive  Roberto  C.  Goi- 
zueta  dazzled  his  directors  in  late  July 
with  a  fast-paced  video  scrapbook  show- 
casing the  past  202  days  in  the  life  of 
the  100-year-old  company.  The  soft-drink 
behemoth  had  been  working  at  a  furious 
pace:  It  opened  plants  or  reentered  mar- 
kets in  seven  nations,  including  India, 
Poland,  Russia,  South  Africa,  and  Viet- 
nam. It  rolled  out  two  new  soft-drink 
lines,  debuted  a  racy  diet  Coke  cam- 
paign, and  revived  the  trademark  curvy 
Coke  bottle,  modernized  in  plastic. 

The  payoff  came  on  Sept.  19,  when 
the  Coke  marketing  machine  announced 
eye-popping  third-quarter  worldwide  vol- 
ume increases  of  12%.  Coke's  stock 


G! 


lobal 
splash: 
The  soft-drink 
producer  has 
rolled  out  The 
Real  Thing  in 
Hanoi  as  well 


jumped  Y/i  points,  to 
$49,  on  the  news, 
though  it  has  since 
dropped  back  a  tad. 
Kidder,  Peabody  & 
Co.  figures  earnings 
in  the  third  quarter 
will  jump  26%  vs.  a 
year  ago,  to  $730 
million  on  sales  of 

$4.2  billion.  "What  as  other  new 

we  are  witnessing         ,  , 
the  world  over  is  the  marKets 
consumer  reconnect- 
ing himself  and  herself  with  Coca-Cola," 
says  Goizueta. 

personal  quest.  Goizueta  has  reason 
to  crow.  After  years  of  marginal  market 
share  growth,  languid  product  develop- 
ment, and  stodgy  marketing,  Coca-Cola 
is  revving  up  its  fortunes.  It's  tweak- 
ing every  aspect  of  global  marketing, 
adding  cutting-edge  advertising,  new 
packaging,  product  sampling,  and  high- 
profile  sponsorships.  It's  also  pushing 
new  products  out  the  door  faster  than 
ever  before. 

The  rejuvenation  of  Coke  has  become 
a  personal  quest  for  Goizueta.  Until 
April,  the  veteran  executive  was  a  can- 
didate for  retirement  upon  his  65th 
birthday  in  1996.  Celebrating  his  40th 
anniversary  with  the  company  this  year, 
Goizueta  could  easily  have  stepped  aside. 


Despite  his  failure  to  establish  the  New 
Coke  brand  in  1985,  he  has  dazzled  Wall 
Street  in  the  past  five  years  with  18% 
average  annual  hikes  in  earnings. 
Thanks  largely  to  him,  Coca-Cola's  mar- 
ket cap  now  stands  at  $63  billion. 

Still,  Goizueta  knew  Coke  needed  a 
radical  tune-up.  In  recent  years,  Coca- 
Cola  Classic,  the  nation's  top  cola  brand, 
couldn't  budge  its  market  share  above 
20%,  even  as  alternative  beverages 
swallowed  a  full  12%.  Worse,  the  U.  S. 
cola  market  has  shrunk  from  63.6%  of 
soft-drink  sales  in  1984  to  58.8%  at  year- 
end  1993,  according  to  Beverage  Digest— 
a  loss  of  $2.4  billion  in  potential  retail 
sales.  The  company's  overseas  volume 
was  growing  at  only  6%;  Coca-Cola 
had  not  reached  its  average  annual 


growth  target  of  8%  for  three  year; 

Worse,  Coke  went  nearly  a  decad 
without  a  new  product  in  the  U.  S 
while  new-age  rivals  such  as  Snapplj 
claimed  $5.9  billion  of  the  $49.1  billio 
U.  S.  beverage  market  last  year.  "Th 
problem  was  that  diet  Coke  was  drivin 
the  engine  and  everybody  was  living  o: 
that,"  says  one  former  executive.  Agree! 
Goizueta:  "We  could  have  been  quicjl.-. 
er"  in  responding  to  challengers. 

Wall  Street  has  penalized  Coke  fo| 
its  lethargy.  Even  as  share  buybacksl  \\ 
price  hikes,  and  production  efficiencies 
beefed  up  Coke's  yearly  operating  eanf 
ings  per  share  by  39%  in  the  past  twf  \ 
fiscal  years  combined,  its  stock  budgel  , 
only  11%  in  the  period. 

Now,  Coke  is  charging  back  with  nev|,; 
brands  such  as  OK  Soda,  Fruitopia,  anft  i 
the  sport  drink  PowerAde.  The  goal:  t 
persuade  retailers  that  Coke  can  be 
one-stop  shop  for  soft  drinks— a  compan; 
that  can  fill  the  shelves  with  a  varie< 
family  of  products  backed  by  unmatchei  MN 
advertising  and  marketing.  And  it's  com 
ing  out  with  new  services  rivals  will  fo 
hard-pressed  to  match.  For  instance 
Coke  now  analyzes  a  store's  profitabilit; 
on  each  beverage,  its  returns  on  it: 
shelf-space  allocations,  and  the  sales  im 
pact  of  local  demographics. 


Behind  the  new  offensive  is  M. 
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tester,  Coke's  new  president  and 
operating  officer.  Ivester  took  on 
lallenge  18  months  ago,  when  Goi- 
assigned  him  to  rejuvenate  brand 
His  key  job,  Ivester  says,  is  to 
through  product  clutter  by  refo- 
\  on  what  makes  Coke  "special,  dif- 
l,  and  better."  Coke  also  needed  a 
•al  transformation  to  shake  loose 
xlgy  past.  "We  had  to  sort  of  zero- 
our  thinking," 
jr  says. 

•stev  made  two 
noves.  First,  he 
d  Madison  Ave- 
y  giving  Holly- 
s  Creative  Art- 
Agency  (CAA) 
blanche  to  revi- 
the  soft  drink's 
tising.  Then,  he 
gd  Sergio  Zy- 
who  had  left 
>mpany  under  a 
after  spear- 
ng  the  New  Coke  reformulation. 
known  PACKAGE.  CAA  shattered 
s  longtime,  "one  sight,  one  sound, 
gency"  approach  with  its  "Always 
Cola"  campaign  featuring  images 
rerse  as  Coke-chugging  polar  bears 
11k  rockers.  "They  took  the  creative 
:uffs  off,"  says  CAA  Chairman  Mi- 
Ovitz. 

e  ads  are  more  than  just  glitz.  CAA 


calculatedly  jam-packs  its  messages  with 
the  brand's  traditional  symbols:  the 
trademark  red  disk,  the  contour  bottle, 
the  classic  Coca-Cola  script— reinforcing 
to  consumers  the  symbols  that  say  Coke. 

Anointing  Zyman  as  Coke's  new  chief 
of  marketing  was  equally  shocking.  He's 
far  from  a  traditional  Coke  man.  The 
hard-charging  Zyman  clashed  with  a  cul- 
ture he  has  called  "frustrating  and  ex- 
hat  we  are  witnessing 
the  world  over  is 
the  consumer  reconnecting 
himself  and  herself  with 
Coca-Cola" 

ROBERTO  C.  GOIZUETA 

Chairman  &  CEO 
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COKE  IS  STRONG  OVERSEAS. 

ANNUAL  GROWTH  IN  COCA-COLA 
OVERSEAS  CASE  SALES 

1993:  7.6  BILLION  CASES  SOLD 


.SOLID  IN  THE  U.S.... 


ANNUAL  GROWTH  IN 
COCA-COLA  DOMESTIC 
CASE  SALES 


1993:  3.4  BILLION 
CASES  SOLD 
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tremely  tiring."  Today,  when  managers 
stubbornly  embody  the  closed-minded 
old  Coke,  Zyman  makes  them  wear  a 
shirt  bearing  the  words,  "I'm  not  the 
target  audience." 

Now,  the  public  is  starting  to  get  a 
taste  of  the  Ivester-Zyman  chemistry  in 
moves  such  as  their  resurrection  of 
Coke's  contour  bottle.  Coke  surveys 
showed  the  contour  is  the  world's  best- 
known  package.  And 
consumers  polled  in 
test  markets  pre- 
ferred it  5-to-l  over 
the  generic  plastic 
bottle.  "Contour  is  a 
brand  in  and  of  it- 
self," asserts  Ivester. 

Rival  William  C. 
Cobb,  vice-president 
of  marketing  at 
Pepsi-Cola  Co.,  says 
it's  more  like  an  ir- 
relevant antique. 
"They're  kinda  resus- 
citating an  old  bot- 
tle and  claiming  that 
as  an  innovation," 
says  Cobb.  "But  that 
was  an  innovation  80 
years  ago."  Cobb 
counts  Pepsi's  new 
24-pack,  "The  Cube," 
and  its  freshness-dat- 
ing of  Diet  Pepsi  as 
real  innovations  that 
have  pushed  up  its 
supermarket  sales 
by  8.2%  over  the 
last  year. 

Still,  the  impact  of 
Coke's  contour, 
rolled  out  in  March, 
has  been  impressive. 


I 


Q  III  '94 


In  Chicago,  contour  sales  pushed  up 
Coke  Classic's  sales  in  supermarkets  and 
other  stores  by  more  than  62%  through 
July.  Overall,  Coke  brass  estimate  the 
bottle  has  increased  Coke  Classic's  vol- 
ume in  markets  where  it's  available  by 
25%  to  75%  in  the  same  period. 

Ivester  also  revived  another  Coke 
chestnut:  consumer  sampling.  Under 
Ivester,  this  grassroots  tactic  goes  gonzo. 

For  example,  on 
June  18,  Coke  gave 
thousands  of  gallons 
of  free  product  to 
German  consumers. 
With  the  help  of 
such  moves,  Coke's 
European  case  sales 
were  up  14%  to  16% 
in  the  third  quarter, 
Goizueta  says. 

Coke's  product  de- 
velopment labs  are 
humming,  too.  With- 
in the  past  year,  the 
beverage  giant  has  turned  out  a  new 
product  in  each  of  three  key  markets. 
Its  Fruitopia  line  of  fruit-based  drinks  is 
angling  for  the  alternative-beverage 
drinker  with  flavors  such  as  Citrus  Con- 
sciousness, Strawberry  Passion  Aware- 
ness, and  Cranberry  Lemonade  Vision. 
Positioned  as  the  hip,  new  sports  elixir, 
Coke's  PowerAde  is  challenging 
Gatorade's  79.5%  share  of  that  segment. 
"truly  dangerous."  Generation  X-in- 
spired  OK  Soda,  with  its  stark  silver  can 
adorned  with  black-and-white  graphics, 
shows  just  how  far  Coke's  marketing 
approach  has  evolved.  The  lightly  carbo- 
nated soda  was  rolled  out  in  tests  in 
May.  As  part  of  the  introduction,  thou- 
sands of  high  school  students  received 
quirky  letters  promoting  "OK-ness."  On 
the  can,  drinkers  are  invited  to  dial  1- 
800-I-FEEL-OK  to  relate  their  OK  sto- 
ries. So  far,  the  company  has  logged  13 
million  calls,  and  OK  is  snagging  up  to 
5%  of  Coke's  volume  where  it's  avail- 
able, the  company  reports.  "Coke  is  be- 
coming truly  dangerous  because  they 
are  now  taking  risks,"  observes  Tom 
Pirko,  president  of  New  York  consul- 
tants Bevmark  Inc. 

Billionaire  investor  Warren  E.  Buf- 
fett,  for  one,  really  likes  what  he  sees. 
In  August,  Buffett  pushed  his  stake  to 
more  than  100  million  shares— the  largest 
of  any  shareholder.  Buffett  believes  that 
Wall  Street  has  overlooked  a  big  im- 
provement in  the  way  Coca-Cola  is  push- 
ing its  product  line.  "I  don't  pay  any  at- 
tention to  what  the  stock  does,"  he 
explains.  "If  the  business  does  well,  the 
stock  eventually  follows."  If  Buffett  is 
right,  Goizueta,  the  ultimate  Coke  man, 
just  may  retire  one  day  to  the  sound 
of  champagne  corks  popping. 

By  Maria  Mallory  in  Atlanta 
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FOOTBALL  I 


RUPERT  RUNS 
FOR  DAYLIGHT 


Baseball's  collapse  makes  Fox's 
football  coup  look  very  sweet 


Like  a  well-trained  athlete,  News 
Corp.  Chairman  Rupert  Murdoch 
knows  it  helps  to  be  lucky,  too. 
Take  his  Fox  Inc.'s  month-old  TV  broad- 
cast of  professional  football— secured  at 
the  dangerously  high  price  of  $1.6  billion 
for  four  years  and  all  but  guaranteed 
to  produce  losses  well  past  Super  Bowl 
Sunday.  That  was  before  the  collective 
minds  that  control  Major  League  Base- 
ball decided  on  a  protracted  strike  just 
as  America's  pigskin  heroes  were  taking 
to  the  field. 

Now  a  month  into  the  current  sea- 
son, Fox  is  starting  to  look  like  the 
Green  Bay  Packers  of  old.  Ratings  for 
the  first  two  weekends  were  up  by  13% 
over  a  similar  period  last  year,  when 
the  games  were  broadcast  by  CBS  Inc. 
And  true  to  Fox's  tradition,  ratings  were 
especially  strong  for  those  under  age 
34.  Better  yet,  with  the  Sept.  14  decision 
by  baseball  owners  to  cancel  the  rest 
of  the  season.  Fox  won't  be  competing 
with  pennant  races,  playoffs,  or  the 
World  Series. 

Sunday  vacuum.  "No  one  in  San  Fran- 
cisco is  flipping  any  coins  between 
watching  the  '49ers  or  Matt  Williams," 
says  media  buyer  Paul  Schulman,  presi- 
dent of  Paul  Schulman  Co.  Advertising 
agencies  once  predicted  Fox  would  fall 
5%  to  7%  behind  CBS  last  year— or 
roughly  600,000  viewers— says  Ralph 
Heim,  manager  of  media  placement  at 
Coors  Brewing  Co.  But  that  was  before 
baseball  scoreboards  in  Chicago,  Los  An- 
geles, and  New  York  went  dark.  "Now, 
there's  a  vacuum  for  the  sports  fan  on  a 
Sunday  afternoon,"  says  Heim,  a  heavy 
advertiser  on  Fox. 

Early  numbers  for  NBC  Inc.,  which 
carries  the  American  Football  Confer- 
ence games,  also  are  up.  But  even  be- 
fore Bud  Selig  and  the  other  baseball 
moguls  fumbled  away  their  share  of  TV 
riches  to  football,  Fox  had  launched  a 
massive  promotional  blitz  on  its  own 
network  shows  to  lure  channel  switch- 
ers. Football  star-turned-commentator 
Howie  Long  showed  up  on  Beverly  Hills 
90210,  while  The  Simpsons  gathered 
around  to  watch  the  Sunday  XFL  game 
on  Fox.  (Homer  Simpson  on  football:  "It 
takes  the  unpleasant  aftertaste  of  church 
out  of  vour  mouth.") 


SONY 


RESULTS  OF  THE  FIRST  TWO  WEEKS  OF  THE  NFL  SEASON  FOR  CBS  AND  FOX 
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In  all,  Fox  spent  more  than  $30  mil- 
lion to  launch  football— including  bill- 
boards and  movie  trailers  featuring  an- 
nouncer John  Madden.  It  also  didn't  hurt 
that  Fox  has  had  interesting  games  so 
far,  including  the  first  matchup  of  super- 
star quarterback  Joe  Montana  and  his 
Kansas  City  Chiefs  with  his  former  San 
Francisco  '49er  teammates.  Coming  up:  a 
major  cross-promotion  with  McDonald's 
Corp.  featuring  400  free  Super  Bowl 
tickets. 

Still,  at  the  outset,  Fox  had  hoped 
simply  to  match  CBS's  ratings  from  last 
year.  Even  at  that,  Murdoch  said,  he 
saw  losses  of  at  least  S100  million  the 
first  year.  Now,  his  executives  say  that 
estimate  will  likely  be  slashed.  The  net- 
work is  already  peddling  the  25%  of 
spots  it  had  held  back  as  compensation 


FOOTBALL  HAS  HIKED  FOX'S 
PROJECTIONS  FOR  AD 
REVENUES  BY  $50  MILLION 

to  advertisers  if  it  faihl 
to  meet  its  viewershl 
guarantees.  Those  30-se 
ond  spots  may  sell  fJ 
as  much  as  35%  abci 
the  average  $110,000  F<f 
charged  earlier  in  the  se 
son,  says  Jon  Nesvig,  pre 
ident  of  Fox's  sales  unl 
Playoff  spots  could  fetj 
$200,000  or  more. 

Fox  is  also  wrangling 
get  some  of  the  $130  ml 
lion  in  ad  sales  that  h{ 
been  sold  for  the  now-cal 
celed  playoffs  and  Worl 
Series  by  the  Basebf  m 
Network,  a  consortium  — 
ABC,    XBC,    and  Maj( 
League  Baseball.  Amor 
the  sponsors  were  Gener  ai 
Motors,  Texaco,  MCI  Cor  Q] 
munications,  and  Avis. 
STRONG  LURE.  Football  j| 
better-than-expected  nur  _ 
bers,  coupled  with  a  sui  L 
denly  tighter  market  f<  — 
TV  ads,  prompted  Fox  M 
increase  to  $300  million  iU 
initial  $250  million  proje  ™ 
tion  for  ad  sales,  accon  P 
ing  to  one  source  familu 
with  the  network.  An 
those  numbers  don't  com  1 1 
the  estimated  $75  rnillic 
in  additional  advertisin  f 
sales  that  Fox  will  gene 
ate  this  year  from  upgra<  p 
ing   its   station  lineuj 
With  pro  football  as 
powerful  lure,  Fox  has  ri 
placed  lower-powered  ub  ".  i 
stations  with  VHF  statior  11 
in  such  football  hotbec  r 
as  Cleveland  and  Kansas  City,  and  ir,? 
will  soon  upgrade  from  its  Dallas  st; 
tion's  uhf  as  well.  That  will  help  Fo  je 
increase  its  coverage  to  98%  of  th  > 
country  from  92%. 

Of  course,  a  lot  can  still  happen  t  fo 
keep  Fox  from  television's  end  zon< 
What  if  Dallas'  golden-boy  quarterbacl  li 
Troy  Aikman,  breaks  a  leg,  or  the  Ne1  bi 
York  Giants  suddenly  fold?  And  chec  l 
out  the  fourth  weekend  of  the  seasoi  : 
when  popular  teams  such  as  the  Cov  k 
boys,  New  York  Giants,  and  Philade 
phia  Eagles  all  have  the  day  off.  Thz 
leaves  Fox  to  cover  such  weak  sisters  £  ttt 
New  Orleans,  Tampa  Bay,  and  Atlant; 
Bad  games  don't  make  healthy  rating.'  t 
But  for  now  at  least,  the  ball  is  sailin 
Murdoch's  way. 

By  Ronald  Grover  in  Los  Angelt 
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SING  OVER:  UAW  STRIKERS  HECKLE  SOME  OF  THE  4,000  WORKERS  WHO  HAVE  GONE  BACK  ON  THE  JOB 


>R  NOW,  THE  UAW  CAN'T 
:EP  CAT  FROM  PURRING 


union's  three-month  strike  has  yet  to  stop  productions  or  profits 


^  bout  150  strikers  are  on  the  pick- 
Bl  et  line  one  recent  morning  out- 
N^side  Caterpillar  Inc.'s  Aurora 
manufacturing  facility.  Mainly  mid- 
iged  men,  they  whistle  and  yell 
"  at  cars  and  buses  carrying  tempo- 
replacement  workers  through  the 
s.  But  many  worry  that  their  battle 
the  construction  equipment  giant 
been  overshadowed  by  the  baseball 
:e.  Says  one  picketer:  "Heck,  it's  all 
,alk  about  out  here  ourselves." 
all  it  the  forgotten  strike.  Across 
:ountry,  10,500  Caterpillar  employees 
inue  to  hoist  picket  signs,  while 

0  of  their  brethren  have  returned 
rork.  The  dispute  over  management's 
g  of  union  members,  which  many 
icted  to  end  shortly  after  its  late 

1  start,  now  looks  likely  to  last.  The 
;ed  Auto  Workers  strengthened  its 
rcers'  resolve  by  tripling  monthly 
<e  pay  to  $1,200  in  early  August. 

Cat  has  kept  most  of  its  factories 
iming  with  a  ragtag  band  of  UAW 
rnees  and  office  workers,  along  with 
porary  and  permanent  new  employ- 
Says  University  of  California  at 
keley  labor  economist  Harley  Shaik- 
"This  strike  has  entered  a  long-term 
se." 

ame  OF  chicken.  But  how  long  can 
i  sides  hold  out?  "One  day  longer 
i  Caterpillar,"  vows  UAW  Local  145 
sident  John  Paul  Yarbrough.  Indeed, 
ly  striking  workers,  living  in  smaller 
is  and  semirural  areas,  can  easily 


pay  their  bills  with  their  increased  strike 
pay.  And  the  union's  $1  billion  strike 
fund  means  it  can  keep  paying  benefits 
almost  indefinitely,  if  it  chooses.  UAW 
officials  expect  inventories  to  run  out 
in  the  fourth  quarter,  shellacking  Cater- 
pillar's bottom  line. 

Not  so,  says  Caterpillar.  Although  the 
company  admits  few  workers  have 
crossed  the  picket  line  in  recent  weeks, 
it  hopes  for  a  flood  of 
defectors  after  it  an- 
nounces third-quarter 
results  in  early  Octo- 
ber—the first  financials 
that  will  reflect  the  im- 
pact of  the  strike.  Smith 
Barney  Shearson  Inc. 
analyst  Tobias  M.  Lev- 
kovich  predicts  the  com- 
pany will  earn  $148  mil- 
lion, up  12%  from  last 
year,  on  sales  of  $2.9  bil- 
lion (chart).  He  thinks 
Cat  could  hold  out  for 
at  least  six  to  nine  more  months  before 
the  strike  begins  to  pinch. 

Certainly,  Caterpillar  looks  to  be  hold- 
ing its  own  so  far.  When  the  strike 
started  on  June  21,  the  company  immedi- 
ately shifted  6,000  office  workers— many 
of  whom  had  gained  factory  experience 
in  a  1992  strike— into  its  plants.  Cat  in- 
itially concentrated  on  cranking  up  pro- 
duction at  its  components  facilities  such 
as  its  heavy-duty  engine  plant  in  Moss- 
ville,  111.  Now  it  says  parts  production  is 


CAT:  SURVIVING 
THE  WALKOUT 
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at  normal  levels,  and 
many  of  the  office  work- 
ers are  back  at  their 
regular  jobs.  One  facto- 
ry employee  says  that's 
thanks  to  1,000  UAW 
line-crossers,  more  than 
500  new  hires,  and 
office  workers,  who 
logged  16-hour  days  ear- 
ly in  the  strike. 

To  get  overall  produc- 
tion humming  again,  Cat 
has  repeated  the  tactics 
elsewhere.  At  its  East 
Peoria  (111.)  transmission 
plant,  40%  of  the  UAW 
workforce  is  back,  says 
a  shop-floor  employee, 
and  production  is  back 
to  prestrike  levels.  At 
the  tractor  plant  next 
door,  where  45%  of  the 
workforce  has  returned,  "it's  going  as 
well  as  Caterpillar  says  it  is,"  says  one 
employee.  Caterpillar  officials  predict  all 
plants  will  be  producing  at  100%  of  pre- 
strike levels  by  Oct.  1. 

That  might  be  a  stretch.  The  compa- 
ny still  faces  big  difficulties  at  its  mining 
equipment  facility  in  Decatur,  111.,  where 
less  than  10%  of  workers  crossed  the 
picket  line,  and  at  its  York  (Pa.)  parts 
operation,  where  only  15%  have  gone 
back  to  work.  But  Caterpillar  is  hiring 
temporary  help  and  in  some  cases  has 
borrowed  skilled  workers  from  its 
dealers. 

walking  A  tightrope.  So  far,  dealers 
and  customers  haven't  seen  major  prob- 
lems. James  L.  Hebe,  president  of  truck 
manufacturer  Freightliner  Corp.,  says 
there  haven't  been  any 
delays  in  Cat  engine  de- 
liveries—or any  falloff  in 
quality.  And  one  large 
dealer  says  he  hasn't 
had  any  delays  either, 
though  he  feels  quality 
has  suffered  since  the 
strike. 

Nobody  thinks  Cater- 
pillar can  keep  this 
makeshift  system  going 
forever.  The  company 
has  had  to  shift  work- 
ers from  key  areas  like 
new  product  development  to  the  assem- 
bly line.  "You  can't  do  that  too  long,  or 
product  will  get  stale,"  admits  one  line- 
crosser. 

But  neither  Cat  nor  the  union  seems 
likely  to  cave  in  anytime  soon.  And 
Cat's  hiring  of  temps  "only  adds  to  the 
bitterness,"  says  Shaiken.  As  this  strike 
drags  on,  the  jeers  and  jibes  at  Cat's 
plant  gates  are  going  to  get  ever  more 
pointed. 

By  Kevin  Kelly  in  Aurora,  III. 
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UTILITIES  I 


CAN  WESTINGHOUSE  DODGE 

A  NUCLEAR  KNOCKDOWN  PUNCH? 


A  suit  by  Duquesne  Light  could  batter  its  reputation — and  balance  sheet 


From  the  sound  of  the  testimony  in 
Pittsburgh  Federal  Court,  you 
would  think  Ralph  Nader  was  rak- 
ing the  nuclear-power  industry  over  the 
fuel  rods.  Witnesses  charge  a  manufac- 
turer with  selling  dozens  of  nuclear 
plants  with  leaky  pipes  and  later  con- 
spiring to  cover  it  up.  Attorneys  tell  of 
utilities  running  shoddy  operations,  pour- 
ing caustic  chemicals  "like  oven  cleaner" 
into  supposedly  pristine  water  systems. 
Damaging  charges  for  an  industry  in 
desperate  need  of  good  public  relations— 
and  they  all  come  from  two  charter 
members  of  Ameri- 
ca's nuclear  frater- 
nity, Westinghouse 
Electric  Corp.  and 
Duquesne  Light  Co. 

The  two  Pitts- 
burgh companies, 
which  teamed  up  to 
build  and  operate 
America's  first  com- 
mercial nuclear  plant 
in  1957,  are  duking  it 
out  before  a  home- 
town jury.  Duquesne, 
leading  a  partnership 
of  five  utilities,  is 
seeking  $.350  million 
from  Westinghouse 
for  selling  allegedly 
defective  steam  gen- 
erators in  the  '60s, 
70s,  and  '80s.  Racke- 
teering charges  could  triple  the  damages. 
Westinghouse,  which  faces  four  similar 
lawsuits  across  the  country,  is  fighting 
back  by  charging  that  Duquesne  botched 
the  piping  in  the  Beaver  Valley  Nuclear 
Power  Plant  outside  Pittsburgh.  "It's  not 
good  for  either  company,"  admits  Thom- 
as M.  Anderson,  Westinghouse's  director 
of  settlement  management. 
HOT  WATER.  Westinghouse,  just  recover- 
ing from  the  $5  billion  meltdown  of  its 
financial  subsidiary,  has  more  to  lose. 
Unlike  General  Electric  Co.,  which  has 
settled  a  host  of  similar  suits  over  the 
past  decade— including  one  last  February 
with  Duquesne  and  its  partners— West- 
inghouse is  fighting  with  a  depleted  war 
chest.  A  judgment  of  up  to  $1  billion 
and  a  series  of  me-too  suits  could  plunge 
it  back  into  deep  trouble.  Already,  it  is 
wrangling  in  court  with  150  insurance 


companies  over  possible  liability  claims. 

The  source  of  the  dispute:  When 
Westinghouse  built  the  first  Beaver  Val- 
ley plant  in  the  late  '60s,  it  used  a  new 
commercial  technology  called  pressur- 
ized water.  Radioactive  water  flowed 
past  the  fuel  rods  and,  scalding  hot,  up 
through  narrow  tubes  of  the  mammoth 
steam  generators.  This  heated  other  wa- 
ter outside  the  tubes,  creating  steam  to 
turn  electric  turbines.  A  small  version  of 
this  system  worked  well  on  Navy  ships. 
But  by  the  early  '70s,  Westinghouse  was 
seeing  that  the  longer  tubes  in  commer- 


MUDSLINGING  IN 
BEAVER  VALLEY 


DUQUESNE  SAYS 


Defects  in  Westinghouse's 
generators  cause  cracking 
and  corroding,  and  the  com- 
pany has  concealed  the  prob- 
lems for  25  years. 


WESTINGHOUSE  SAYS 


Duquesne's  shoddy 
operations,  including  the 
pouring  of  caustic  chemicals 
into  the  supposedly  pristine 
water  of  its  reactors,  led  to 
corrosion. 

DATA:  COURT  DOCUMENTS 


that   service   experience   is  good< 

Westinghouse's  attorneys  argue  t 
such  snippets  from  company  memos 
taken  out  of  context.  In  the  "crumbling 
quote,  for  example,  they  say  engineer 
were  plotting  ways  to  get  more  re 
search  funds  from  Westinghouse,  nq 
to  fool  customers.  This  defense  worke 
before:  Westinghouse  won  a  1991 
brought  by  a  Brazilian  utility.  Bv 
that  case  was  decided  by  an  Intern^ 
tional  Chamber  of  Commerce  panel 
Switzerland. 

bad  chemistry.  Facing  an  America| 
jury,  Westinghouse's  lawyers  are 
dieting  up  their  defense.  First,  they 
gue  that  Duquesne  Light  and  its  fou 
partners— Ohio  Edison,  Cleveland 
trie,  Toledo  Edison,  and  Pennsylvani| 
Power— were  sophisticated  enough 
understand  the  risks  of  metal  corrosiori 
More  explosively,  they  charge  that  Dv 
quesne,  the  operator  of  the  Beaver 
ity,  failed  to  ensure  proper  water 


cial  plants  were  cracking  and  corroding. 
By  the  late  '80s,  many  of  its  customers, 
including  the  owners  of  the  two  Beaver 
Valley  units,  faced  overhauling  or  re- 
placing the  generators.  Duquesne  says  it 
has  had  to  order  three  new  generators, 
worth  $120  million,  and  that  it  may  need 
three  more. 

Beaver  Valley's  warranty  expired 
back  in  the  '70s,  but  Duquesne  and  its 
partners  charge  that  Westinghouse 
knew  about  the  corroding  tubing  and 
hid  it  from  its  customers.  "The  key," 
says  Duquesne  CEO  Wesley  W.  von 
Schack,  "is  what  Westinghouse  knew, 
when  they  knew  it,  and  what  they  told 
the  industry."  The  plaintiff's  brief  cites 
a  1968  memo  from  a  senior  Westing- 
house engineer,  stating:  "What  do  we 
tell  them  at  this  stage?  That  the  alloy 
is  crumbling  in  front  of  our  eyes  or 


AT  DUQUESNE  LIGHT 
DID  WESTINGHOUSE 
CONCEAL 
DESIGN  FLAWS? 


istry.  The  problem 
in  the  tubes  wen 
caused  by  taintec 
water,  they  say,  th( 
result  of  periodic  miscues  and  haphazarc 
plant  chemistry  control. 

Westinghouse  can  only  hope  the  jurj 
agrees.  With  a  new  modular  nucleai 
plant  coming  out  in  a  few  years,  it  i 
betting  much  of  its  future  on  the  $] 
billion  nuclear  division.  But  first,  il 
must  survive  the  suits.  With  five  set 
tied,  five  remain.  And  if  it  loses,  mon 
suits  could  come.  Facing  that  scenario 
the  company  has  little  choice  but  tc 
disparage  its  customers  in  court.  Th( 
question  now:  Will  the  utilities— anc 
the  public— forget  all  the  ugliness  wher 
Westinghouse  comes  knocking  with  its 
new  reactors? 

By  Stephen  Baker  in  Pittsburgh 
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levolutionizing  an  industry  happens 
>nce  in  a  lifetime.  Okay,  maybe  twice. 


VThen  the  world  asked  for  color, 
rV  Canon  responded  with  the 
'olutionary  Color  Laser  Copier. 
)w  Canon  is  answering  today's  color 
eds  with  a  visionary  new  generation 
color  solutions,  the  Canon  Color 
ser  Copier  800  and  700. 

This  new  breed  of  copiers  pro- 
ces  images  so  sharp,  so  vivid,  they're 
tually  indistinguishable  from  the 
iginal.  And  Canon's  new  copiers  are 
»hly  productive,  too. 

They  make  a  swift  seven  full- 
lor  copies  per  minute  on  a  variety  of 
iterials  including  card  stock. 


Auto-feed  OHP  transparencies  effi- 
ciently by  cassette.  Make  multi-page 
documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color  Laser 
Copier  800  is  the  first  color  copier 
ever  to  offer  Auto  Duplexing  for  auto- 
matic two-sided  copies. 

You  can  also  transform  these  new 
color  copiers  into  ultrafast,  full-color, 
plain  paper  printers  with  optional 
print  controllers  and  Intelligent 
Processing  Units  (IPUs),  so  you  can 
make  brilliant  color  output  directly 
from  your  computer  or  network. 


COLOR  LASER  COPIER  800 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the  new 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 


594  Canon  U.S.A..  Inc. 


Canon 


HEALTH  CARE  I 


WHEN  LESS  IS  MORE 
IN  CORONARY  CARE 


New  research  says  many  procedures  are  unnecessary  or  even  harmful 


A 


s  America's  No.  1  killer,  heart  at- 
tacks have  been  a  top  target  of 
,the  nation's  high-tech  medical  ar- 
senal. Threading  tiny  catheters  into 
blood  vessels  around  a  stricken  heart, 
cardiologists  can  pinpoint  blockages  in  an 
artery  and  dislodge  the  clots,  or  bypass 
them  entirely  by  grafting  veins.  Costly 
yet  commonplace,  heart  surgery  sym- 
bolizes the  heroic  treatments  that  make 
U.  S.  medicine  the  envy  of  the  world. 

It  may  also  symbolize  something  else 
for  which  the  nation's  health  system  is 
famous:  waste.  A  groundbreaking  new 
study  from  the  Harvard  Medical  School 
concludes  that  25%  of  the  invasive  pro- 
cedures performed  on  elderly  heart-at- 
tack victims— catheterizations,  balloon 
angioplasties,  and  coronary  bypasses- 
could  be  eliminated  with  no  effect  on 
patients'  survival.  The  best  way  to  re- 
duce heart-attack  deaths,  researchers 
say,  would  be  to  transfer  the  $(500 
million  wasted  on  unnecessary  pro- 
cedures to  better  care  within  the 
first  24  hours  after  an  attack.  Such 
treatments  range  from  clot-bust- 
ing drugs  to  better  emergency  re- 
sponse and  CPR  training. 

The  new  study,  published  in  the 
Sept.  21  Journal  of  the  American 
Medical  Assn.,  adds  to  a  raging 
debate  over  how  much  of  Ameri- 
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ca's  $900  billion  health-care  tab  is  squan- 
dered on  inappropriate  care.  Researchers 
have  documented  overuse  of  dozens  of 
procedures,  from  angioplasties  to  hys- 
terectomies (table).  More  surgery  often 
doesn't  extend  life:  The  Harvard  team 
found  that  elderly  heart-attack  victims 
had  lower  mortality  rates  in  New  York, 
where  15%  were  catheterized,  than  in 
California  and  Texas,  where  27%  under- 
went the  procedure.  Such  research 
shows  that  "we  could  cut  medical  costs 
by  one-third  in  this  country  without  any 
measurable  effects  on  quality,"  says 
David  M.  Eddy,  a  Duke  University 
physician  and  health  economist. 

Drawing  on  such  studies,  the  Clinton 
Administration  claimed  its  reform  plan 
could  expand  coverage  and  brake  the 
rise  in  health  spending.  Given  the  demise 
of  President  Clinton's  universal-care  bill, 
that  claim  won't  soon  be  tested— but  pri- 


HOLD  THAT  KHIFE? 

Share  of  medical  procedures  of  doubtful  value 

CORONARY  ARTERY  BYPASS 

up  to  44%* 

CORONARY  ANGIOPLASTY 

42% 

HYSTERECTOMY 

41% 

CORONARY  ANGIOGRAPHY 

24%  to  26%* 

'Range  of  findings  from  multiple  postoperative  studies 

DATA:  RAND  CORP 

vate  insurers  and  health-maintenance  oi 
ganizations  are  pushing  hard  to  realiz 
similar  savings.  Their  efforts  are  suj 
porting  a  growing  industry  of  "outcome 
research"  aimed  at  codifying  the  test 
and  practices  that  produce  the  best  n\ 
suits  for  patients  at  the  lowest  cost.  "It' 
time  for  medicine  to  figure  out  the  valu 
of  treatment,  instead  of  just  what  w> 
charge  for  it,"  says  David  B.  Nash,  mec'> 
ical  editor  at  the  new  Journal  of  Ou\ 
comes  Management. 

The  Harvard  researchers  tracker 
205,021  Medicare  patients,  65  years  an* 
older,  who  suffered  a  first  heart  attack  h 
1987.  The  results  depended  on  how  fai 
patients  lived  from  a  hospital  with  ex 
tensive  cardiac  facilities.  They  found  tha 
the  "close"  patients  were  34%  more  likel; 
to  be  catheterized  and  25%  more  likely  fj 
get  bypass  operations.  But  over  the  nex) 
four  years,  the  two  groups'  death  rate:1 
didn't  vary  significantly,  except  in  tfflj 
first  24  hours  after  the  heart  attack:  In 
that  time,  7.5%  of  the  patients  who  livec 
near  a  cardiac  hospital  died,  vs.  8.9%  of 
the  other  group.  The  difference  was  at 
tributed  to  cardiac  hospitals'  greater  ex; 
perience,  not  to  high-tech  procedures. 

The  study's  drawback:  It  doesn't  tel 
doctors  how  to  identify  the  one  candi 
date  in  four  who  shouldn't  undergc 
surgery.  But  cardiologists  "know  whicl 
patients  are  on  the  line— they  can  ad 
just,"  says  co-author  Mark  McClellan 
"If  you've  got  $100,000  to  spend,  thinl 
hard  about  investing  it  in  intensive  re 
sponse  rather  than  a  new  cath  lab." 
patients  insist.  Skeptics  contend  sucl 
changes  won't  have  much  impact  oi 
medical  costs.  Tallying  up  all  the  feasibl< 
gains  between  now  and  the  year  2000 
economist  Daniel  N.  Mendelson  of  con 
sultants  Lewin-VHI  Inc.  estimates  that 
health  spending  would  still  grow  fiv< 
percentage  points  faster  than  inflation 
"Identifying  unnecessary  procedures  is 
one  thing;  eliminating  them  is  another,' 
Mendelson  says.  "If  Mrs.  Smith  believe 
a  bypass  will  relieve  her  pain,  she's  go 
ing  to  find  a  way  to  get  it." 

So  far,  the  Mr.  and  Mrs.  Smiths  o: 
America  are  getting  what  they  want 
From  1987  to  1990,  catheterization  rates 
among  the  elderly  increased  42%,  by- 
pass rates  rose  41%,  and  balloon  angio 
plasty  use  doubled.  But  with  th< 
spread  of  managed  care,  medicine'; 
focus  is  shifting.  Advocates  insisl 
that  eliminating  wasteful  care  wil 
actually  boost  quality.  But  judg 
ing  from  America's  demand  foi 
high-tech  miracles,  the  public  re 
mains  to  be  convinced  that 
medicine  and  economics  are 
healthy  mix. 

By  Mike  McNamee  in  Washington, 


To  handle  the  blizzard  of  reservation 
calls  during  the  busy  season,  Taos  Valley 
Resorts  had  to  ask  many 
potential  customers  to 
hang  on.  Unfortunately, 

too  many  simply  hung  up.     took  our  customers  off  hold, 

Sprint  Business  created        business  SnOWballed. 

a  real  solution:  Enhanced 


When  Sprint  Business 


800SM  Service  instantly  transferred  calls 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
reservations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX®  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
over  the  competition. 

No  matter  what  business  you're  in, 
Sprint  Business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  One  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1 -800-508-5000. 


India  Hatch 
1 'resident 

Taos  Valley  Resort  Assn. 
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Taos  Valley  Resort  Sales  lost  clue  to  busy  ( ;alls  re-routed  instantly  to  30%  more  reservations 

Association  reservation  lines  available  operators  boosted  profits 
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GETTING  UP  TO  SPEED 
WITH  ORACLE 


Anyone  looking  for  an  on 
ramp?  On  Sept.  26,  soft- 
ware maker  Oracle  plans  to 
announce  new  programs  de- 
signed to  move  corporations 
onto  the  Information  High- 
way. Oracle  TextServer  is  a 
database  system  that  can  or- 
ganize, store,  and  retrieve  the 
millions  ol  documents  that 
companies  generate  each  year. 
The  new  system,  together 
with  a  new  document-sharing 
program  and  existing  data- 
base and  video-server  prod- 
ucts, will  let  corporations  cir- 
culate any  data  over 
networks— from  purchase  or- 
ders to  training  videos.  Oracle 
hopes  that  its  software— and 


CLOSING  BELL 


ALUMINUM  HIGH 


DEC.  31,  '93 
A  DOLLARS 


SEPT.  17,  '94 


A  year  ago,  aluminum 
companies  were  nearly  bur- 
ied under  cheap  Russian 
metal.  But  six  months  ago, 
major  producing  nations 
reached  a  global  accord  to 
cut  production.  Now,  the 
London  Metal  Exchange's 
inventory  is  shrinking,  and 
aluminum  prices  are  rocket- 
ing. Industry  leader  Alcoa's 
share  price  soared  to  a  52- 
week  high  of  86'A  in  mid- 
September.  Rivals  such  as 
Alcan  and  Reynolds  Metals 
are  also  recording  big 
gains.  But  can  the  accord 
hold?  With  lots  of  unused 
capacity  around,  producers 
will  be  tempted  to  bring 
plants  back  onstream,  jeop- 
ardizing their  recovery. 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


its  partnerships  with  tele- 
phone companies,  book  pub- 
lishers, and  others— will  put 
it  ahead  of  Microsoft  in  the 
race  to  create  the  much-bally- 
hooed  I-way. 


IN  BOSTON,  A  FLURRY 
OF  PINK  SLIPS 


ew  England's  big  banks 
have  been  copying  each 
other  for  years.  They  lost 
money  together  during  the 
banking  crisis  five  years  ago, 
and  now  they're  making  simi- 
lar cost-cutting  moves.  On 
Sept.  19,  Shawmut  National 
eliminated  the  jobs  of  Vice- 
Chairman  Allen  W.  Sanborn 
and  two  other  top  executives, 
citing  the  need  to  increase  ef- 
ficiency at  the  top.  Last  Octo- 
ber, Bank  of  Boston  Chairman 
Ira  Stepanian  axed  three  of 
his  top  lieutenants,  saying  he 
needed  greater  efficiency  at 
the  top.  Stepanian  followed 
his  cuts  with  layoffs:  Now, 
Shawmut  Chairman  Joel  Al- 
vord  plans  to  cut  600  jobs. 
But  Alvord  is  different  in  at 
least  one  respect:  Stepanian 
got  rid  of  his  bank's  helicop- 
ter. Alvord  has  kept  Shaw- 
mut's  corporate  plane. 


WHO'S  AFRAID  OF 
DOWNTOWN  MALLS? 


Are  decaying  inner  cities 
a  good  investment?  Ten 
of  the  country's  top  banks 
and  insurers  are  betting  yes. 
On  Sept.  22,  they  were  set 
to  announce  the  creation  of  a 
novel  $24  million  equity  fund 
to  finance  shopping  centers- 
anchored  by  such  big-league 
supermarkets  as  Pathmark 
and  Safeway— in  12  to  14  in- 
ner cities  nationwide.  Put  to- 
gether by  Local  Initiatives 
Support,  a  New  York  group 
that  funnels  private-sector 
money  to  nonprofit  commu- 
nity-based developers,  the 
new  initiative  expects  to  gen- 
erate an  annual  pretax  return 
of  at  least  10%  for  investors 
that  include  such  heavy- 
weights as  J.  P  Morgan,  GE 
Capital  Services,  and  Bank- 


HEADLINE R 


IS  A  NEW  CEO  ON  KMART'S  SHOPPING  LIST? 


Kmart  is  looking  for  a  new 
senior  executive.  The 
question  outsiders  are  asking: 
How  senior? 

Headhunters  report  that 
the  troubled  retailer  is  ac- 
tively searching  for  a 
chief  operating  of- 
ficer who  would 
serve  under 
Chairman  and 
Chief  Execu- 
tive Joseph  E. 
Antonini.  But 
some  outsiders 
believe  that  the 
board  actually  is 
looking  for  a  new  CEO 
to  replace  Antonini.  One 
headhunter  noted  that  the 
COO  search  could  be  a  smoke- 
screen—a way  to  avoid  ask- 
ing Antonini  to  allocate  funds 
to  find  his  own  replacement. 

Antonini  has  been  under 
intense  pressure  from  share- 


holders who  want  him  t 
forge    a    turnaround  fo1 
Kmart.  And  retailing  consu 
tants  say  Antonini  could  u 
a  strong  No.  2  to  do  the  jo 
A  Kmart  spokeswoman  won 
detail  the  company 
hiring  plans,  b 
she   points  o 
that     at  la 
spring's  annu 
meeting,  Ant 
nini  promised 
complete  r 
view  of  Kmart'| 
managementl 
Outside  source! 
confirm  that  a  boarj 
committee  has  been  looking 
for  new  senior  managers. 

Antonini,  who  couldn't  bJ 
reached  to  discuss  the  execuj 
tive  search,  told  BUSlXESj 
week  in  mid-August:  "I  feej 
secure  in  the  job." 

By  James  B.  Treecl 


ers  Trust.  Similar  projects  in 
Brooklyn,  Newark,  and  Wash- 
ington are  thriving. 


EUROPE  GIVES  LOTUS 
THE  JITTERS 


Will  Europe  sink  Lotus 
Development's  third 
quarter?  Investors  fear  the 
worst  after  Lotus  warned  of 
tough  markets  in  Britain, 
France,  and  Spain.  From 
Sept.  15-21,  its  shares  tumbled 
9.7%,  to  39Y>,  as  analysts  noted 
its  sales  woes  in  the  face  of  a 
strong  European  personal-com- 
puter market.  Dean  Witter 
analyst  Timothy  McCollum  be- 
lieves that  Lotus'  expected 
September  rebound  in  Europe 
failed  to  materialize.  He 
slashed  his  earnings  estimate 
by  100  a  share,  to  280. 


LONG  JOHN  SILVER 
AT  ARBY'S  TABLE 


■  t's  the  ultimate  surf-and- 
I  turf  deal.  On  Sept.  21.  Tri- 
arc  announced  plans  to  ac- 


quire Long  John  Silver' s4les 
taurant  for  about  $525  mil 
lion.  Triarc  will  merge  th« 
fish-and-seafood  chain  with  id 
Arby's  roast-beef-sandwich  opj 
eration.  Triarc  says  the  coml 
bined  companies  will  havJ 
4,200  outlets,  which  will  genl 
erate  more  than  $2.5  billion 
in  annual  sales.  The  twr 
chains  now  plan  to  offer  items 
from  each  other's  menus.  TriJ 
arc  acquired  Arby's  as  pari 
of  its  purchase  of  the  former 
DWG,  which  had  been  con] 
trolled  by  Miami  Beach  finan] 
cier  Victor  Posner. 


ET  CETERA . . . 


►  Three  top  executives  at  Mi 
cron  Technology  quit,  citing 
personal  reasons. 

►  Myron  E.  Ullman  III,  Ma- 
cy's  CEO,  quit.  Headhunters 
doubt  he'll  go  to  Kmart  (box) 

►  Prozac  sales  "stronger  than 
expected"  are  driving  up  earn-j 
ings  at  Eli  Lilly. 
►National  Medical  Enterprises! 
is  negotiating  a  merger  withj 
two  huge  hospital  groups. 
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J.I.  Kislak  Mortgage  Corporation 

$520,000,000 
Revolving  Mortgage  Warehouse  Facility 


1 

1  \ 

$12,000,000 
Working  Capital  Facility 

The  undersigned  structured, 
in  i  anged  and  acted  as  syndh  i///<  >/i 
agent  for  these  transat  lions 

First  Union  Capital  Markets  Group 


Capital  Markets  Group 

I 


Asset  Based  Finance  •  Asset  Securitization  •  Foreign  Exchange  •  International  Trade  Finance  •  Leasing  •  Merger  and  Acquisition  Advisory  Services 
Mezzanine  and  Equity  Capital  •  Money  Market  Investments  •  Municipal  Securities  Underwriting  •  Private  Placements  •  Public  Finance 
Risk  Management  Products  •  Structured  Finance  •  Syndicated  Loans  •  For  More  Information,  Call  1-800-829-0314. 
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The  nw  AccuPoint™  isometric 
pointing  device  works  in 
conjunction  with  click  and 
drag  buttons  located 
comfortably  beneath 
the  thumbs. 


Toshiba  discovers  the  secret  to 
longer  life:  The  ultra-lightweight 
Li-Ion  battery,  with  up  to  6  hours 
of  battery  life,  is  the  ultimate  in 
power-per-ounce. 


DEFY  THE  LAWS  OF  SPACE  AND  TIME.: 


■PORTE  OE 

T3600CT 

50MHz  i486™DX2 
8.4"  dia.  color  TFT-LCD  active 
matrix  display — 256  color  SVGA 
8MB  RAM  expandable  to  24MB  i 

T3400CT 

33MHz  SL  Enhanced  i486™SX 
7.8"  dia.  color  TFT-LCD  active 
matrix  display — 256  color  SVGA 
4MB  RAM  'expandable  to  20MB) 

Both  Models 

250MB  HDD 
Lithium-Ion  batten,' 
Type  II  (5mm  )  PCMCIA  slot 
4.4  lbs.— 7.9"  x  9.9"  x  1.8" 
AccuPoint7%!  integrated  pointing  device 
Integrated  BitBLT  graphics  accelerator 
\1  local-bus  video 
Ports:  serial,  parallel.  FDD. 
and  VGA  adapter 
Optional  Port  Replicator 
MS-DOS*,  Microsoft 
Windows™,  and 
CommWorks™  tor  Windows 


Generous  8.4"  and  7.8" 
active  matrix  displays 
(ontheT3600CTand 
T3400CT,  respectively) 
deliver  256  SVGA  colors. 


INTRODUCING  THE  U L T R A P 0 R T A B L E  PORTEGE 

Never  before  have  computers  so  perfectly  balanced  mass  and  speed.  Now  you  can  travel 
with  a  system  smaller  than  a  notebook— yet  graced  with  the  power  and  feel  of  a  full-size 
computer.  The  ultraportable  Portege"  is  driven  by  the  full  force  of  a  high-performance  i4867' 
processor,  is  equipped  with  a  250MB  HDD  and  a  high-endurance  Lithium-Ion  batten', 
and  shines  with  Toshiba's  renowned  color  active  matrix  display.  There's  even  an  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  desktop  environment 
See  how  far  we've  taken  every  aspect  of  portable  computing.  Then,  think 
where  it  can  take  you.  Call  1-800-457-7777  for  your  nearest  dealer. 

THE  SHAPE  OF  THINGS  TO  GOT 


In  Touch  with  Tomorrow 

TOSHIBA 


8  1994  Toshiba  Ame  .i  Information  Systems.  Int.  All  products  indicated  by  trademark  symbols  are  trademarked  andor  registered  by  their  respective  companies.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 
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ARION  BARRY  MAY  BE  MORE 
IAN  JUST  AN  EMBARRASSMENT 


l  Washington's  once  and  future  mayor,  Marion  Barry 

im  Jr.,  has  blunt  advice  for  the  nervous  nabobs  of  the 

W  Democratic  Establishment  who  fear  that  a  convict- 

ig  user  is  the  wrong  leader  for  the  capital:  "Get  over  it." 
likely.  Barry's  backers  may  see  his  Sept.  13  Democratic 

ry  upset  as  a  populist  declaration  of  independence  from 

y's  affluent  white  minority.  But  it  has  troubling  portents 

itional  Democrats:  Barry's  resurrection  reinforces  the 

;hat  Washington  is  the  capital  of  corrup- 

Vorse,  the  lack  of  party  support  for  Bar- 

ty  further  inflame  black  Democrats  dis- 

nted  by  Bill  Clinton's  drift  to  the  center. 

;hat  certainly  won't  curb  the  falloff  in 

voter  turnout  that's  hurting  Democratic 

sets  in  the  fall  elections. 

ay  voters  outside  the  Beltway— already 

;ted  with  capital  goings-on— can't  fathom 

Sarry,  who  served  six  months  in  prison  on 

tine  conviction,  now  has  a  virtual  lock  on 

aieral  election.  "It  makes  Washington  look 

;'s  totally  out  of  touch  with  the  rest  of 

ica,"  says  William  Kristol,  chairman  of 

reject  for  the  Republican  Future. 

MlVE  image."  Barry's  comeback  plays  di- 
into  the  hands  of  chief  House  GOP  cam- 
strategist  Newt  Gingrich  (R-Ga.),  who 

scome  House  Republican  leader  next  year. 

ich  is  portraying  Democrats  as  venal 
Now  he  can  add  Barry  to  his  list  of  indicted  Democrats: 

i  Ways  &  Means  Committee  Chairman  Dan  Rostenkowski 

md  two  Congressional  Black  Caucus  members,  Walter  R. 

sr  III  (Calif.)  and  Mel  Reynolds  (111.).  "It  all  enhances  the 

ive  image  of  the  Democratic  Party,"  says  a  GOP  leader- 

lide. 

mocrats  say  it's  silly  to  think  that  Barry-bashing  could 
sleet  a  Republican  in,  say,  Dubuque  any  more  than  Vir- 
3  GOP  Senate  hopeful,  Oliver  L.  North— whose  Iran-Con- 


tra  conviction  was  overturned  on  appeal— will  benefit 
Democrats  in  other  states.  "Americans  don't  believe  that  the 
average  Democrat  is  a  convicted  crack  user,"  scoffs  Democratic 
pollster  Mark  Mellman. 

But  Barry  gives  Clinton  headaches.  When  reporters  asked 
Al  Gore  if  he  backs  Barry,  the  Veep  hemmed  and  hawed:  "Not 
being  a  voter  in  the  District  of  Columbia,  I  don't  think  it's  up 
to  me  to  question  their  decision."  Yet  the  candidate  who  in- 
haled won't  take  the  hint.  Barry  has  asked 
Clinton  to  campaign  with  him.  The  White 
House  demurred:  "Scheduling  conflicts." 

That's  not  the  only  conflict  Barry  faces  with 
the  feds.  D.  C.'s  congressional  overseers— more 
concerned  about  the  city's  unbalanced  budget 
than  their  own— have  told  the  locals  to  pare 
$140  million  in  spending.  Now,  they  fear  a  re- 
turn of  the  man  whose  profligacy  created  the 
nation's  most  bloated  city  bureaucracy.  "If  he 
tries  to  fatten  up  the  payroll,  he's  going  to 
have  a  war  on  his  hands,"  warns  Representa- 
tive James  T.  Walsh  (R-N.Y.),  top  Republican 
on  the  D.  C.  Appropriations  panel.  Congress 
would  then  chip  away  faster  at  the  District's 
limited  home-rule  powers. 

That  would  further  antogonize  the  city's 
black  majority,  with  spillover  to  Democrats' 
most  loyal  constituency  nationwide.  Angry 
African  Americans  believe  black  politicians  are 
being  singled  out— most  recently,  Agriculture  Secretary  Mike 
Espy,  who  is  under  attack  for  financial  improprieties.  With 
black  turnout  in  this  year's  primaries  the  lowest  since  the  civ- 
il-rights struggles  of  the  '60s,  stay-at-homes  could  mean  Demo- 
cratic defeats  in  several  close  races.  "It  could  have  mind-bog- 
gling consequences,"  frets  a  Democratic  consultant. 

With  Republicans  set  to  use  any  weapon  they  can,  Barry  is 
ammunition.  Democrats  can  only  hope  voters  get  over  it. 

By  Richard  S.  Dunham 


TALWRAPUPI 


LTH  CARE 


ie  White  House  and  Congress  are 
ill  but  pulling  the  plug  on  health- 
reform  this  year.  But  pro-reform 
/ists  are  regrouping.  Unions,  se- 
s,  and  consumer  advocates  will 
nt  a  new  push  next  year.  But  Capi- 
Jill  leaders  wonder  if  they  can  ral- 
lembers  so  soon  after  this  year's  fi- 
>.  A  few  are  still  trying  to 
iscitate  reform:  Senators  Bob  Gra- 
.  (D-Fla.)  and  Mark  0.  Hatfield  (R- 
.)  are  unveiling  yet  another  com- 
nise  to  make  insurance  easier  to 
and  give  states  more  freedom  to 
gn  health-financing  plans.  Senate 
der  George  J.  Mitchell  (D-Me.),  also 


is  trying  CPR,  but  most  colleagues  say 
only  a  miracle  will  revive  this  patient. 

THE  ADMINISTRATION  

The  Energy  Dept.  is  jealous  that 
Commerce  Secretary  Ronald  H. 
Brown  is  hogging  so  much  media  at- 
tention as  the  Administration's  top 
rainmaker  for  U.  S.  business.  So,  not  to 
be  outdone  by  Brown's  recent  high- 
profile  trip  to  China,  Energy  officials 
are  going  all  out  to  publicize  a  Sept. 
21-25  trip  to  Pakistan  by  Energy  Sec- 
retary Hazel  R.  O'Leary.  She'll  lead  a 
group  of  70  American  businesspeople 
on  a  visit  that's  expected  to  produce 
some  $3  billion  worth  of  deals— every- 
thing from  power-plant  equipment  to 


solar  energy  systems.  "O'Leary  should 
get  credit  for  doing  something  similar 
to  Brown,"  insists  one  Energy  staffer. 

THE  WHITE  HOUSE  

Does  the  White  House  have  a  wom- 
an problem?  Except  for  his  wife, 
President  Clinton  has  no  close  women 
advisers.  Now,  top  female  staffers  are 
bailing  out.  Cabinet  Secretary  Chris- 
tine A.  Varney  is  up  for  a  Federal 
Trade  Commission  job.  Margaret  A. 
Williams,  the  First  Lady's  chief  of  staff, 
may  depart.  Political  Director  Joan 
Baggett  and  scheduler  Ricki  Seidman 
will  exit  under  a  reorganization.  White 
House  aides  grouse  that  women  are 
taking  the  fall  for  management  failings. 


3TON  OUTLOOK 
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BRAZIL! 


BRAZIL:  IS  THE 
RECOVERY  FOR  REAL? 


If  so,  the  country  could  become  the  dynamo  of  Latin  America 


F 


I  or  seven  years,  Kurt  J.  Meier,  chief 
executive  of  General  Electric  do 
Brasil,  has  been  nursing  along  an 
ailing  joint  venture  that  builds  locomo- 
tives. Some  foreign  multinationals  might 
have  shut  down  the  factory  in  Campinas 
because  of  the  protracted  slump  in  cap- 
ital-equipment sales.  But  Meier  made 
up  for  his  losses  with  profits  from  elec- 
tric motors,  generators,  and  lightbulbs. 
Now,  Meier  thinks  his  long  wait  for  a 
Brazilian  upturn  is  about  to  be  reward- 
ed. "People  just  have  to  start  believing 
in  the  country  again,"  he  says. 

The  reason  is  that  Brazil  seems  poised 
for  sweeping  changes  that  could  finally 
unleash  its  vast  economic  potential— and 
make  it  a  locomotive  for  growth  for  all 
of  Latin  America.  The  launching  of  a 
new  currency,  the  real,  has  helped  slash 
inflation  from  50%  a  month  in  June  to 
just  1.97%  in  August.  It  has  achieved 


that  thanks  to  a  loose  linkage  to  the 
dollar  combined  with  such  measures  as 
lower  import  barriers  and  a  curb  on 
government  deficits.  The  revival  of  con- 
sumer credit  has  triggered  a  spending 
surge,  giving  new  strength  to  many  in- 
dustrial sectors. 

WATCHING.  The  key  question  is  whether 
October's  election  will  help  accelerate 
Brazil's  embryonic  recovery.  Fernando 
Henrique  Cardoso,  the  former  Finance 
Minister  who  launched  the  currency  re- 
form, is  the  front-running  presidential 
candidate.  He  is  expected  to  win  either 
in  the  first-round  Oct.  3  vote  or  in  a 
Nov.  15  runoff  against  leftist  Luiz  Inacio 
Lula  da  Silva.  A  convincing  victory  could 
give  Cardoso  the  momentum  to  push 
through  a  broad  agenda  of  even  more 
aggressive  free-market  reforms. 

The  rest  of  Latin  America  is  watching 
to  see  if  this  time  Brazil  will  follow  the 


course  of  several  neighborig 
countries  that  have  conquexi 
inflation,  opened  their  marks, 
and  attracted  billions  in  foreiri 
investment.  With  160  ill- 
lion  people,  a  $500  billm 
gross  domestic  prodvt 
and     Latin  Ameri<K 
biggest  industrial  inn 
structure,  an  economi^.- 
ly  stable  Brazil  could  gte 
a  powerful  boost  to  I 
whole  region,  already  rackjg 
up  its  fastest  expansion  iji 
decades.  "A  stronger  Brazil  jj] 
benefit  us  all,"  Argentina's  E> 
nomics  Minister,  Domingo  4- 

vallo,  told  BUSINESS  WEEK.  "K 

feel  that  Brazil  has  a  rfcl 
chance  of  forming  a  governing 
that  is  capable  of  running  i»i> 
economy  well." 

A  Brazilian  upturn  would  so 
add  to  the  boom  in  U.  S.  im- 
ports to  Latin  America.  Betta 
on  recovery,  billions  of  dolliis 
of  foreign  investment  have  btti 
flowing  into  Brazil's  stock  mi 
ket,  pushing  it  up  92%  so  r 
this  year  (chart).  Foreign  eoi- 
panies  also  are  increasing  5- 
rect  investments.  Brazil  already  ho:s 
the  biggest  U.  S.  stake  in  Latin  Amerii, 
totaling  $16.9  billion  at  the  end  of  191 
against  Mexico's  $15.4  billion— althouh 
Mexico  has  been  catching  up.  Now,  Coi- 
paq  Computer  Corp.,  for  example,  s 
opening  a  new,  $30  million  plant  in  So 
Paulo  to  make  500,000  personal  compt- 
ers per  year  to  sell  throughout  Lan 
America,  and  General  Motors  Corp.! 
planning  a  third  auto  factory. 
SHOCK  THERAPY.  The  economic  revi\J 
could  still  go  off  track.  After  all,  Bral 
has  had  eight  finance  ministers,  thr? 
currencies,  and  two  economic-shock-tre;- 
ment  plans  just  in  the  past  four  yeai, 
all  of  which  failed  to  tame  inflaticj 
Thus,  Brazilians'  hopes  for  the  latest  at- 
tempt, the  Real  Plan,  are  tempered  wii 
skepticism.  Sao  Paulo  housewife  Mam 
Gil  Marques,  for  example,  says  si 
"adores"  the  plan,  which  has  increasl 
her  purchasing  power.  "But  after  if 
elections,  they're  going  to  reveal  tl 
real  inflation  rate,"  she  warns.  "I  doi; 
believe  it  is  just  2%  or  3%." 

Indeed,  in  the  battle  against  inflation 
"we're  living  through  a  truce,"  wart 
Roberto  Teixeira  da  Costa,  president  f 
Brasilpar  Financial  Services.  "1995  w$ 
bring  us  a  bit  of  realism."  To  help  CarcS 
so  win,  Brazilian  business  has  held  c| 
price  boosts— but  the  election  will  ei! 
that  restraint.  That  could  trigger  d| 
mands  from  workers  to  tie  their  wag<i 
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i  price  index  again,  building  in  in- 
ionary  momentum.  "If  prices  go 
labor  will  have  room  to  demand 
ldexation,"  cautions  Sao  Paulo 
ck  Exchange  President  Alvaro  Au- 
to Vidigal. 

Cardoso's  gains  against  inflation 
Id  also  erode  if  he  is  unable  to 
vert  an  election  victory  into  legis- 
ve  approval  of  major  new  econom- 
eforms.  "These  things  have  to  be 
e  right  away,  otherwise  clientel- 
10  will  come  back,"  says  Vidigal, 
;rring  to  traditional  patronage  and 
k-barrel  spending.  Cardoso  will 
;  resistance  even  among  election 
is  to  curbs  on  such  outlays.  His 
gest  ally,  the  Liberal  Front  Par- 
will  want  to  keep  the  money  flow- 
to  the  governorships  and  1,100 
■  halls  that  it  controls. 
umatic  opening.  Despite  the  obvi- 
challenges,  most  analysts  believe 
real,  currently  worth  $1.07,  and 
election  are  giving  Brazil  its  best 
t  at  economic  stability  in  many 
rs.  "Brazil  is  surrounded  by  coun- 
ss  that  have  been  successful  in 
ir  economic  planning,"  says  John  E. 
hemus,  president  of  Goodyear  do 
isil,  whose  domestic  tire  sales  are 
121%  since  1992.  "Brazilians  look 
und  and  know  they  could  do  it, 


larvard  economist  Jeffrey  Sachs,  an 
'iser  to  many  governments  on  infla- 
l  fighting,  believes  that  Brazil  has 
de  a  good  start.  Measures  include 
billion  in  funds  set  aside  by  the  Con- 
ss  last  February  to  give  the  federal 
?ernment  more  control  over  social 
nding;  an  accord  with  creditors  in 
ril  to  restructure  Brazil's  foreign  bank 
)t;  and  a  buildup  of  hard-currency  re- 
ves  to  $43  billion.  A  dramatic  trade 
sning  has  slashed  average  import  tar- 
to  14%,  down  from  80%  in  1985. 
Spurred  by  such  reforms,  GNP  is  ex- 
ited to  grow  by  as  much  as  4%  this 
ir  after  a  5%  rebound  in  1993.  The 
de  opening  has  forced  industries  to 
est  in  new  technology  and  slash 


workforces,  while  privatization  has 
turned  eight  money-losing  steel  compa- 
nies into  profitable,  technologically  re- 
vamped producers.  As  a  result,  produc- 
tivity has  jumped  36%  in  the  past  three 
years,  keeping  Brazilian  goods  competi- 
tive worldwide  and  piling  up  huge  trade 
surpluses,  totaling  $15  billion  last  year.  "I 
don't  think  we've  ever  had  the  combina- 
tion of  ingredients  that  we  have  today 
to  profoundly  change  the  country,"  says 
Israel  Vainboim,  president  of  Brazil  War- 
rant, a  banking  and  industrial  conglomer- 
ate. He  predicts  growth  averaging  7%  to 
8%  a  year  over  the  next  decade. 

A  crucial  question  is  whether  all  this 
free-market  economic  activity  can  trans- 
late into  tangible  gains  for  individual 


Brazilians,  some  40%  of  whom  live  in 
grinding  poverty.  One  sign  that  slow- 
er inflation  is  easing  the  squeeze  on 
some  family  budgets:  Sales  at  Mc- 
Donald's restaurants  in  Rio  de  Janei- 
ro and  northern  Brazil  were  up  7%  in 
June,  30%  in  July,  and  more  than 
60%  in  August. 

Such  benefits  of  the  Real  Plan 
have  helped  Cardoso.  As  recently  as 
mid-June,  rival  contender  Lula,  48,  a 
former  union  leader  and  candidate  of 
the  leftist  Workers  Party,  was  the 
front-runner  in  opinion  polls  with  38% 
of  the  vote  against  23%  for  Cardoso, 
the  candidate  of  the  center-left  Brazil- 
ian Social  Democratic  Party.  Now, 
with  inflation  down  sharply,  their  po- 
sitions are  reversed:  Cardoso  is  scor- 
ing 43%  against  Lula's  23%. 
thinking  man?  That  means  Brazil- 
ians, like  other  Latin  Americans,  are 
opting  increasingly  for  economic 
stability,  shunning  Lula's  message  of 
social  revolution  at  the  polls.  But  Car- 
doso is  offering  more  than  an  infla- 
tion-busting currency.  He  also  has  a 
reputation  as  a  thinking  man's  politi- 
cian. The  63-year-old  sociologist  and 
former  senator  was  a  professor  at 
universities  in  Sao  Paulo,  Cambridge, 
Palo  Alto,  and  Berkeley.  His  cautious 
air  and  reputation  for  honesty  reas- 
sure many  Brazilians  that  he  would 
impose  order  on  Brazil's  economic  confu- 
sion. "Cardoso  has  the  intellectual  and 
ethical  background  to  organize  the 
state,"  says  Pedro  H.  Mariani,  president 
of  Banco  da  Bahia,  an  investment  bank 
in  Rio  de  Janeiro. 

It's  because  of  his  sensible  approach 
that  many  Brazilians,  inspired  by  their 
nation's  fourth  World  Cup  soccer  title, 
feel  it's  time  for  Brazil  to  stop  sitting  on 
the  economic  sidelines,  watching  as  its 
smaller  and  leaner  neighbors  score  big. 
Although  there  are  big  hurdles  ahead, 
Brazilians  seem  ready  to  send  Latin 
America's  biggest  player  back  into  the 
contest. 

By  Geri  Smith,  with  Bill  Hinchberger, 
in  Sao  Paulo 
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A  NASTY  LITTLE 

SHOVING  MATCH  IN  HONG  KONG 


Chinese  threats  against  a  Jardines  project  bode  ill  for  1997 


For  almost  150  years,  China  has 
borne  a  grudge  against  the  Jardine 
group.  In  the  1840s,  its  drug  trade 
helped  start  the  Opium  Wars.  In  the 
1980s,  the  British  group,  whose  busi- 
nesses range  from  retailing  to  real  es- 
tate, shifted  its  legal  domicile  from  Hong 
Kong  to  Bermuda,  demonstrating  a  lack 
of  confidence  in  Beijing's  ability  to  rule  af- 
ter 1997.  This  year,  the  Chinese  blamed  a 
Jardines  director  for  allowing  Governor 
Chris  Patten's  electoral  reforms  to  pass. 

Now  a  new  conflict  has  erupted,  with 
implications  for  Hong  Kong  and  its  huge 
concentration  of  U.  S.,  Japanese,  and  oth- 
er foreign  investment.  On  Sept.  13,  China 
said  it  would  veto  construction  of  a  con- 
tainer-shipping terminal— expt  ,ed  to  cost 
more  than  $1  billion— as  long  as  Jardines 


ed  official:  "Here  you  have  clear  evidence 
of  Chinese  unwillingness— for  purely  polit- 
ical reasons— to  countenance  a  really  good 
company's  involvement  in  a  project." 

If  politics  has  intruded  into  business, 
however,  the  Chinese  insist  that  the 
British  are  responsible.  The  Hong  Kong 
government,  Beijing  says,  started  the 
political  game  by  granting  Jardines  the 
terminal  project  as  a  payback  after  Jar- 
dines director  Martin  Barrow,  a  member 
of  the  colony's  legislative  council,  ab- 
stained during  a  crucial  vote  last  spring 
on  Patten's  reform  package.  Barrow  and 
Patten  deny  the  charge. 

On  another  front,  Jardines  is  anger- 
ing the  Chinese  by  pulling  out  of  the 
Hong  Kong  Stock  Exchange.  In  March, 
Jardine  Matheson  and  affiliate  Jardine 


THE  MANDARIN  ORIENTAL  HOTEL:  JARDINES  IS  TAKING  ITS  COMPANIES  OFF  THE  HONG  KONG  EXCHANGE 


was  part  of  the  consortium  set  to  build 
and  run  it.  Beijing  can  do  that  since  the 
contract  would  extend  beyond  Britain's 
turnover  of  Hong  Kong  in  1997.  With 
this  threat,  China  has  upped  the  ante  in 
its  efforts  to  shape  Hong  Kong's  future. 
There  was  no  mistaking  the  timing:  The 
threat  came  just  days  before  the  first 
election  under  Patten's  reforms,  in  which 
Beijing  opponents  won  big. 

British  officials  say  the  affair  shows 
that  the  Chinese  are  prepared  to  inter- 
fere in  the  integrity  of  the  colony's  eco- 
nomic decision-making.  Says  one  frustrat- 


Strategic  Holdings  announced  they  would 
quit  the  local  exchange,  and  in  September 
Jardines  affiliates  Hongkong  Land  Hold- 
ings, Mandarin  Oriental  International, 
and  Dairy  Farm  International  announced 
similar  moves.  Jardines  is  leaving  be- 
cause it  fears  that  after  1997,  when  secur- 
ities rules  will  be  set  by  China,  it  might 
be  vulnerable  to  an  unfriendly  takeover. 

In  all,  the  Jardines  moves  mean  some 
10%  of  the  Hang  Seng  Index  will  be  de- 
listed. To  offset  the  pullout,  Tony  Chiu, 
manager  at  HSI  Services,  which  compiles 
the  index,  says  one  option  being  consid- 


ered is  to  expand  the  number  of  comp 
nies  in  the  index  from  the  current  33. 

The  latest  row  comes  at  an  uncoil 
fortable  moment  for  British  business  e: 
ecutives.  Worried  about  Chinese  wrat 
after  the  Hong  Kong  elections,  they  h 
organized  a  delegation  of  some  100  tc 
executives  from  over  70  companies 
week  after  the  Jardines  flap  broke  ou 
those  executives  were  getting  a  goc 
reception  in  Beijing,  but  the  tension  wi 
evident.  "British  companies  are  operatir 
against  an  uneasy  political  background 
admits  Francis  Cornish,  British  senu 
trade  commissioner  for  Hong  Kong. 
seeing  A  bright  side.  Perhaps  the  mo 
sensitive  point  of  contention  between  CI 
na  and  Jardines  is  Beijing's  fear,  fin 
expressed  in  December,  1992,  that  tl 
company  is  supporting  alleged  British  e, 
forts  to  subvert  and  destabilize  Hon 
Kong  before  1997.  Last  January,  Beijin 
officials  used  administrative  rules  to  fore 
the  closure  of  several  Jardine  Transpo: 
Services  offices  in  China.  Yet  until  nov 
none  of  its  major  business  interests  ha 
been  seriously  threatened. 

Other  foreigners  are  hopeful  that  th 
impact  of  Jardines'  disputes  with  Chin 
can  be  contained.  Says  on 
executive  connected  to  th 
consortium:  "If  it's  just 
one-off  hit  on  Jardines,  the 
it  shouldn't  be  a  problem 
The  Hang  Seng  shrugge 
off  the  delistings  announce 
ments,  trading  in  the  sam 
narrow  range  as  before. 

Optimists  can  even  find 
bright  side  to  the  dispute 
In  singling  out  the  port  pro 
ect,  the  Chinese  have  shifte 
their  attention  away  froi 
Hong  Kong's  new  airpon 
Now  under  construction,  th 
$20  billion  project,  with 
large  number  of  its  contract 
extending  past  1997,  ha 
been  an  easy  target  for  Ch 
nese  officials  who  want  t 
take  potshots  at  Patten.  Bu 
many  in  Hong  Kong  suspec 
that  even  China's  leader 
now  realize  the  airport's  importance. 

That  means  Beijing  could  focus  on  th 
container  port.  "They  need  something  t 
stick  it  to  the  British,"  says  an  executiv 
with  a  U.  S. -based  company.  "The  term: 
nal  has  got  everything:  visibility,  a  bi; 
British  company  with  a  bad  colonial  hi: 
tory."  So  more  Jardines  projects  may  b 
vulnerable,  such  as  plans  by  Dairy  Fair 
to  open  supermarkets  in  China.  For 
group  with  Jardines'  scope— and  histc 
ry— China  will  have  no  shortage  of  tai 
gets  to  show  its  displeasure. 

By  Dave  Lindorff  in  Hang  Kan, 
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IVm  It  Never  Profits 
To  Rely  On  First  Impressions. 


Always  take  another  glance.  And  always  with  an  open  mind.  In  some  cases,  it  can  save  your  neck;  in  others, 
it  merely  makes  you  rich.  Too  bad  you  can't  hear  it  from  a  certain  fellow  who,  in  1818,  was  drilling  for  salt  at 
the  mouth  of  Kentucky's  Troublesome  Creek  —  and  inadvertently  struck  oil  instead.  Of  course,  he  had  no 
idea  what  he  had  found,  or  what  one  might  do  with  it.  He  worked  feverishly  to  plug  the  thing  up  with  sand. 

Despite  his  efforts,  the  oil  flowed  „3MB^ •"""^^^jMfP^V  mt°  C'le  crcc^  Llnel  then  mto  the  mcr'  "  here 
it  ignited.  A  tremendous  conflagration  ***2^H^^^J5k-^fc^^       ensued,  and  it  destroyed  his  >ali 


works    rhe  man  cursed  wildly  at  this  stuff  he  V  WB^ZShh*  ca"ec'  "devil's  tar." 

Today,  you  might  want  to  rev  iew  your  company's  transportation  department  with  the  above  story  in  mind. 
Until  recently,  it  was  a  place  in  your  company  with  no  inherent  value.  Shuttling  products  here  and  there.  And 
noted  most  often  for  how  much  it  contributed  to  overhead.  But  now,  corporate  America  is  learning  that  transpor- 
tation can  offer  enduring  competitive  advantages. 

That  explains  why,  fot  several  years  now,  intermodal  traffic  has  grown  to  record-breaking  levels  even  in 
a  flat  economy.  And  this  year,  we  expect  more  of  the  same.  We're  the  only  transportation  company  in  the  country 
w  ith  truck,  rail,  and  terminal  operations  stretching  across  all  of  North  America.  And  w  ith  the  efficiency  this 
system  creates,  companies  that  work  w  ith  us  are  getting  products  on  the  shelf  at  low  er  prices.  Others  are  taking 
higher  profits.  Intermodal  transportation  is  shielding  them  from  escalating  fuel  costs,  driver  shortages,  and  capacity 
problems.  As  well  as  increasingly  strict  and  expensive  environmental  regulations.  In  short,  the  old  cost  center  is 
proving  it  can  be  a  new  profit  center. 

Perhaps  these  ideas  are  already  rumbling  around  in  your  company.  If  so,  not  only  are  you  a  leader  —  but  you 
probably  employ  quite  a  few  of  them  as  well.  And  for  those  of  you  who  aren't  sure  if  you  have  devil's  rar  or  oil.' 
Know  that  it's  well  worth  your  time  to  find  out.  We're  eager  to  talk  with  you,  and  we  encourage  sou  to  call  us  at 
\-N)tt-27L)-(i77<->.  Because  the  truth  is,  a  second  look  never  hurt  anyone. 


£1  IVM  CSX  lniimiod.il  I'jn  cil  [lie  (  S\  cloli.il  itjnspmiinon  nci«.,rk 


OUR  INSURANCE  AND  FINANCIAL  SKILLS  SET  A  CAR  RENTAL  FIRM  ON 
A  FASTER  ROUTE.  While  helping  a  multinational  car  rental  firm  manage  its  complex  U.S.  insurance  needs,  the  A1G 
Companies  were  asked  to  develop  a  cost-effective  plan  for  coverage  throughout  Europe.  Our  captive  management  experts  showed  the 
company  a  new  direction.  They  established  a  self-insured  retention  program  and  a  claims-management  system  for  the  firm,  while  ourm 


tjolio  specialists  in  London  implemented  a  funds-management  plan  for  the  multimillion-dollar  captive.  Excess  coverage  was 
tten  by  anAIG  company  in  Europe.  The  result  was  a  comprehensive  risk  management  program  created  without  sacrificing  either 
zctiveness  or  continuity.  And  another  demonstration  of  how  the  AIG  Companies  provide  the  definitive  response  to  risk. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street.  New  York,  NY  10270. 


The  University  of  Denver  proudly  announces  the  renaming  of  its  College  of  Business  to  the 

Daniels  College 
of  Business 

Five  years  ago,  Bill  Daniels  challenged  the  University  of 
Denver  to  turn  the  page  on  graduate  business  education.  We 
have  enough  MBAs  who  are  technical  wizards,  he  said.  Turn 
out  business  professionals  who  are  prepared  to  become 
leaders.  People  who  are  as  committed  to  their  communities, 
their  industries  and  companies  as  they  are  to  their  own 
careers.  Young  men  and  women  with  a  clear  sense  of  values, 
integrity  and  professional  protocol  who  communicate 
effectively,  problem-solve  creatively,  and  have  top-notch 
technical  skills. 

Bill  Daniels  knows  what  American  business  needs 
to  claim  a  leadership  role  in  the  global  economy. 
He  is  an  entrepreneur,  a  pioneer  in  cable  television, 
and  a  leader  in  moving  this  country  to  the  fore- 
front of  the  information  age. 


We  took  Mr.  Daniels'  challenge  to  turn  the  page 
on  business  education.  In  fact,  we've  rewritten 
the  book.  Our  graduate  and  undergraduate 
programs  combine  knowledge  with  wisdom, 
learning  with  experience,  practice  with 
service. 


We're  grateful  Mr.  Daniels  gave  us  the 
opportunity  to  do  something  important  for 
American  business.  Today  we  are  honored 
to  give  our  college  of  business  his  name. 

The  Daniels  College  of  Business 


Daniel  L.  Ritchie,  Chancellor 


UNIVERSITY  of  DENVER 
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9  FRANCE'S  SOCIALISTS  HAVE  A  PRAYER 
F  HANGING  ON  TO  THE  ELYSEE? 


he  14-year  reign  of  Western  Europe's  longest-ruling 
postwar  leader,  French  President  Francois  Mitterrand,  is 
reaching  its  end.  Socialist  Mitterrand,  who  turns  78  in 
)er,  is  fighting  a  tough  battle  against  prostate  cancer,  and 
ight  have  to  quit  even  before  his  term  ends  next  May. 
>rrand  has  contributed  to  the  firtrde-regime  atmosphere  by 
ling  publicly  about  his  mortality  and  slyly  maneuvering  to 
jnce  the  succession. 

Mitterrand  should  exit  this  fall,  early  elections  would  fa- 
Prime  Minister  Edouard  Bahadur.  In  the 
,  this  moderate,  unflappable  technocrat  is 
head  of  his  fellow  Gaullist,  former  Prime 
ster  Jacques  Chirac.  Bahadur's  advantage 
be  greatly  reduced,  however,  if  Mitter- 
manages  to  hang  on  until  the  scheduled 
in  April. 

henever  he  goes,  Mitterrand's  departure 
well  end  the  Socialist  era  in  France.  He 
ilready  hurt  his  own  party  badly  by  ad- 
ng  his  involvement  with  pro-Nazi  lead- 
)f  the  World  War  II  Vichy  regime.  And 
summer,  Mitterrand's  encouraging  rivals  in 
European  Parliament  vote  destroyed  the 
ces  of  the  party's  preferred  presidential 
idate,  Michel  Rocard. 
E  of  scandals.  The  Socialists'  slim  hopes 
rest  on  European  Commission  head 
ues  Delors,  who  is  being  coy  about  wheth- 
3'11  even  seek  the  French  presidency.  De- 
looks  good  in  the  polls  now,  trailing  Bahadur  by  only 
-and  ahead  of  Chirac.  But  there  are  doubts  about  wheth- 
lis  sometimes  brittle  official  has  the  grit  for  what  promis- 
»  be  a  nasty  campaign.  His  overly  ambitious  leadership  in 
isels  would  undoubtedly  come  under  attack, 
ill,  it's  striking  that  any  Socialist  could  even  hope  to 
eed  Mitterrand,  given  the  party's  deep  scars  from  re- 
ion  and  a  wave  of  scandals.  But  the  scandals,  whose 


emergence  at  this  stage  in  the  political  cycle  is  not  coinciden- 
tal, are  tainting  the  right  as  well.  In  the  latest  probe,  Indus- 
try Minister  Gerard  Longuet  is  suspected  of  using  influence  to 
build  a  Saint-Tropez  villa  on  the  cheap. 

Although  ill,  the  wily  Mitterrand  is  still  managing  to  hurt  the 
right.  By  staying  on  cordial  terms  with  Bahadur,  he  has  encour- 
aged the  Prime  Minister's  presidential  ambitions.  That  is  setting 
up  a  damaging  fight  between  Bahadur  and  his  onetime  pa- 
tron, Chirac.  While  Bahadur  is  more  popular,  Chirac  has  a  big 
advantage  in  funding  and  organization. 
budget  buster?  Mitterrand  is  also  building 
up  former  centrist  Prime  Minister  Raymond 
Barre,  whose  entry  as  an  independent  candi- 
date could  further  split  the  right.  And  the 
President  is  taking  the  lead  in  trying  to  recruit 
Delors— even  though  the  two  men  were  known 
to  dislike  each  other  during  Delors'  term  as  Fi- 
nance Minister  from  1981  to  1984. 

Even  if  Delors  wins,  he  won't  bring  back 
the  big-spending,  state-capitalist  France  that 
Mitterrand  once  stood  for.  As  in  other  coun- 
tries, the  financial  markets  call  most  of  the  po- 
litical tunes  in  today's  France.  Delors  would 
likely  stick  to  Bahadur's  recipe  of  a  strong 
franc  and  tight  budgets. 

Bahadur  has  done  a  commendable  job  of 
selling  such  policies  as  necessary  to  make 
France  competitive.  Analysts  worried  that  Bal- 
ladur  might  spend  heavily  this  fall  to  cut 
France's  12.6%  unemployment  and  win  votes,  but  his  new 
1995  budget  features  the  biggest  deficit  cut  in  30  years. 

Strangely,  the  markets  are  more  concerned  about  the  right- 
leaning  Chirac,  who  might  put  growth  and  job-creation  above  a 
strong  currency— as  some  French  business  leaders  urge.  But  if 
there  is  a  threat  to  the  business  climate,  it  lies  more  in  the 
muck  the  campaign  will  stir  up  than  in  the  candidates'  policies. 

By  Stewart  Toy  in  Paris 
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EDEN  TILTS  LEFT 


'  weden's  voters  veered  sharply  left 
^in  Sept.  18  elections,  toppling  the 
iter-right  coalition  of  market  reform- 
Carl  Bildt.  But  the  new  Prime  Min- 
3r,  Social  Democrat  Ingvar  Carls- 
i,  takes  office  in  a  weak  position, 
doesn't  control  enough  votes  for 
outright  majority  in  Parliament,  so 
11  need  the  support  of  groups  he 
likes— the  leftist  Green  Party  or  the 
mer  Communist  Party,  now  called 
s  Left  Party— which  want  to  restore 
:ial  spending.  The  result  could  be 
mths  of  turmoil.  "It's  the  worst  pos- 
le  outcome,"  says  one  investment 
nker.  Carlsson  will  be  further  inhib- 


ited by  the  upcoming  Nov.  13  referen- 
dum on  joining  the  European  Union. 

NUIMRO  UHO  IN  CUBA  

Mexico  has  been  cementing  its  stat- 
us as  the  leading  foreign  investor 
in  Cuba.  Mexpetrol,  a  joint  venture  of 
Pemex,  Mexico's  state-owned  oil  compa- 
ny, and  several  private  industrial  and 
engineering  companies,  has  purchased  a 
49%  holding  in  the  Cienfuegos  refinery 
in  Cuba.  The  Mexicans  have  made  a 
$200  million  investment  with  Cuba's  oil 
company,  Cupep.  The  infusion  of  capital 
is  aimed  at  modernizing  the  refinery 
in  order  to  allow  Cuba  to  earn  hard 
currency  by  exporting  oil. 


NEC  INVESTS  IN  SCOTLAND  

After  months  of  fierce  lobbying,  NEC 
Corp.  says  it  will  invest  $827  mil- 
lion in  a  new  chip  plant  in  Scotland. 
California  was  the  other  strong  con- 
tender. NEC's  current  13-year-old  plant 
in  Scotland  is  its  most  productive 
worldwide.  That  influenced  NEC's  deci- 
sion to  expand  the  operation,  as  did 
Scotland's  low  labor  costs  and  strong 
demand  from  Europe.  The  new  facility 
will  eventually  make  64-megabit  semi- 
conductor chips  and  will  employ  430 
workers.  Motorola  Inc.,  too,  recently 
announced  a  $384  million  expansion  of 
its  Scottish  chip  plant— its  largest  in- 
vestment in  Europe. 
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Now  little  is  big. 


Introducing  t  h  e  n  e  w  S  y  s  t  e  in  I  3  9  0  Parallel  Enter  p  r  i  s  e  Server. 
At  3'x  3'x  6',  our  new  server  is  small.  But  it  easts  a  big  shadow.  With  the  new  System/390  Parallel  Knterprise  Server™ 
you  can  upgrade  or  add  to  your  mainframe  without  trashing  your  software.  You  can  safely  migrate  mega  amounts  of 
work  to  microprocessor  technology.  And  the  cost  is  small,  too.  Not  just  the  cost  of  hardware  and  software,  hut  the  total 
cost  of  computing.  In  fact,  many  mainframe  users  will  be  able  to  pay  for  this  server  out  of  their  savings  in  power,  cooling 
and  operating  costs.  So,  to  fast-forward  to  client/server  applications  without  leaving  behind  your  current  systems  and 
skills,  and  the  proven  strengths  of  mainframes,  just  check  out  this  new  System/390  server.  Sometimes  a  little  really  does 
go  a  long  way.  For  more  information  call  your  IBM  representative  or  1  800  IBM-3333  and 
ask  for  STAR  81*  We  believe  the  more  you  know  about  where  large-scale  computing  is  going, 
the  more  you'll  agree  there  is  a  difference  in  computers  and  the  companies  that  make  them. 


*ln Canada  c  all  I  (1(1(1  Km- lit  f.  e\t.  CM.  IH\I  anil  Sslcm/H'NIarr  »<gistrn-d  trademarks  anil  S) «l<ni/:<"0  Parallel  Enterprise  S-rwr  is  a  trademark  .if  International  Business  Maeliines  I  iir|H.ratii.n.  1   I'I'M  IBM  Corp. 
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STRATEGIES  I 


THAT  BURNING 
SENSATION  AT  GLAXO 


With  growth  slowing,  the  drugmaker  nervously  hunts  for  alliances 


F 


ew  corporate  leaders  have  had  as 
big  an  impact  on  their  companies 
as  Paul  Girolami.  During  his  13- 
year  tenure  as  CEO  and  then  chairman  of 
Glaxo  Holdings  PLC,  he  transformed  the 
British  drugmaker  into  a  world  phar- 
maceutical giant  second  only  to  Merck  & 
Co.  And  he  did  it  in  true  bootstrap  fash- 
ion. Fiercely  opposed  to  acquisitions, 
which  he  felt  would  distract  Glaxo  from 
its  research  focus,  Girolami,  an  Italian- 
born  immigrant,  spent  lavishly  on  de- 
veloping blockbuster  drugs.  Glaxo's  most 
successful:  Zantac,  an  ulcer-fighting  med- 
ication that  remains  the  world's  top-sell- 
ing medicine. 

But  now,  as  the  68-year-old  Girolami 
prepares  for  retirement  in  November, 
Glaxo  is  entering  a  period  of  profound 
uncertainty.  Sales  of  its  aging  power- 
house drug  are  likely  to  weaken  in  the 
next  few  years.  And  there  are  no  mega- 
hits  in  Glaxo's  pipeline  to  immediately 
take  Zantac's  place.  Worse,  industry  in- 
siders believe  Girolami's  go-it-alone  strat- 
egy has  left  the  company  at  a  competi- 
tive disadvantage.  That's  especially  true 
in  the  all-important  U.  S.  market,  which 
accounts  for  more  than  40%  of  Glaxo's 
sales  and  where  behemoths  such  as 
Merck  &  Co.  and  SmithKline  Beecham 
PLC  have  scrambled  to  acquire  smaller 
competitors  and  drug  distributors.  "The 
foundations  of  our  business  are  chang- 
ing," Girolami  acknowledges. 
major  shift.  Things  will  change  at 
Glaxo,  too,  under  Girolami's  successor, 
CEO  Richard  B.  Sykes.  Glaxo's  new  top 
man  is  exploring  possible  acquisitions 
and  joint  ventures  to  offset  slowing  sales 
in  coming  years  (chart).  True,  many  of 
the  more  obvious  targets,  such  as  Med- 
co,  have  already  been  snapped  up. 
That's  why  many  in  the  drug  industry, 
as  well  as  Wall  Street,  believe  Sykes 
will  have  to  set  his  sights  even  higher  to 
have  a  sufficient  competitive  impact. 
Among  the  rumored  possibilities:  a  deal 
with  Eli  Lilly  or  Warner-Lambert  Co. 
(page  78).  Glaxo  needs  "a  strategic  alli- 
ance or  a  combination,"  says  a  former 
senior  executive  at  a  rival  company.  "I 


don't  think  they're  going  to  have  a 
choice."  Says  Sykes,  a  plain-spoken  York- 
shireman:  "We  haven't  ruled  anything 
out." 

Sykes's  ascendancy  clearly  signals  a 
major  shift  in  strategy  at  Glaxo.  For 
Glaxo  to  contemplate  a  merger  would 
have  been  unthinkable  during  the  height 
of  Girolami's  reign.  An  accountant  by 
training,  Girolami  always  argued  that 
new  products  alone  were  the  key  to 
growth.  And  he  quickly  dispatched  any- 
one who  doubted  that  wisdom.  Ernest 
Mario,  Sykes's  predecessor  as  CEO,  re- 
signed in  March,  1993,  after  pressing 
for  the  acquisition  of  Warner-Lambert 
to  gain  entry  into  the  lucrative  over- 
the-counter  drug  market.  "There  was 
not  blood  on  the  carpet,"  says  Richard 
E.  Southwood,  an  Oxford  University 
zoology  professor  and  Glaxo  board  mem- 
ber. "There  was  a  difference  of  opinion 
about  what  direction  the  company  should 
follow." 

In  recent  months,  as  mergers  multi- 
plied in  the  industry,  insiders  say  that 
the  board  realized  it  was  time  for  a 
change  at  the  top.  The  company's  reve- 
nue and  profits  are  expected  to  slow  in 
coming  years  as  sales  of  the  13-year-old 
Zantac  start  to  ebb.  The  drug  is  already 
under  attack  by  cheaper  generics  and 
a  new  generation  of  antiulcer  drugs, 
such  as  Astra's  Prilosec. 

Zantac  is  likely  to  face  even  stiffer 


challenges  from  a  raft  of  new  corr| 
petitors  now  that  SmithKline  Beecham";1 
patent  for  Tagamet,  an  ulcer  drug  simila 
to  Zantac,  expired  in  May.  And  Glaxo" 
own  patents  on  Zantac  begin  expirin 
in  1996.  Salomon  Brothers  Inc.'s  Peter  ^ 
Laing  predicts  Zantac's  sales  could  bj 
nearly  halved  by  1997,  to  $2.2  billion. 

All  that  translates  into  a  severe  bo| 
tom-line  headache  for  Glaxo.  Last  yeaifi 
Zantac's  sales  accounted  for  43%  o 


GLAXO'S  SLOWING 
R&D  SPENDING.., 
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xo's  1994  revenues  and  perhaps  more 
n  60%  of  its  profits.  Given  time  and 
re  intensive  marketing,  some  of 
ixo's  drugs  could  eventually  emerge 
blockbusters.  But  Laing  figures  the 
lgmaker's  traditionally  strong  earn- 
;s  growth  could  start  slipping  in  a 
iple  of  years.  In  the  fiscal  year  ended 
June,  pretax  profits  rose  10%,  to  $2.9 
ion  as  sales  climbed  15%,  to  $8.8  bil- 
l.  But  by  fiscal  1996,  pretax  profits 


NEW  CEO  RICHARD 
SYKES  SAYS  THE 
COMPANY  WILL  SEEK 
PARTNERS  AND  REMAIN 
RESEARCH-INTENSIVE 

could  decline  by  7% 
from  this  year's  ex- 
pected results,  to  just 
under  $3  billion,  esti- 
mates Laing,  as  reve- 
nues drop  2%,  to  $9.2 
billion. 

That  scenario  has  al- 
ready made  investors 
jittery.  Glaxo's  stock 
has  fallen  by  a  third, 
to  just  9,  from  its  all- 
time  high  of  over  14  in 
1992.  Last  year,  institu- 
tional investors  began 
pressuring  the  board 
for  change  at  the  top, 
say  insiders.  On  June 
15,  Girolami  announced 
his  departure— more 
than  a  year  ahead  of 
schedule.  "Everybody 
agreed  with  me  it  was 
the  right  time  to  go," 
says  Girolami.  "As 
someone  said  to  me, 
'Even  your  shadow  is 
too  strong.' " 

Unlike  his  predeces- 
sor, Sykes  grew  up  on 
the  research  side  of 
Glaxo's  business.  He 
first  joined  the  compa- 
ny as  a  microbiologist 
in  1972  and  later  spent 
seven  years  at  the 
Squibb  Institute  for  Medical  Research. 
Returning  to  Glaxo  in  1986,  he  swiftly 
rose  through  the  ranks,  eventually 
supervising  research  and  development 
efforts.  Sykes,  now  52,  is  credited  with 
managing  Glaxo's  huge  R&D  buildup.  The 
company's  research  budget  went  from 
$176  million  in  1986  to  $1.3  billion  last 
year. 

Still,  there  are  some  similarities  be- 
tween the  two.  Like  his  boss,  Sykes  be- 


AND  MODEST  MENU 
01  NEW  PRODUCTS... 

of  Zantac  expected  to  drop  44%  by  1 997, 
llion,  Glaxo  has  no  megahits  to  take  its 
ediately.  Its  major  new 
ulude: 


...COULD  SPELL 
TROUBLE  AHEAD 


Use 
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launch 
date 


Projected 
sales  by  1997  8, 

Millions 


MIGRAINES 
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lieves  Glaxo's  huge  research  machine  is 
critical  to  the  company's  future.  A  strik- 
ing symbol  of  this  commitment  can  be 
found  in  Glaxo's  sprawling  new  73-acre 
research  campus  at  Stevenage,  north  of 
London.  Costing  more  than  $1  billion, 
the  nearly  completed  project  will  bring 
more  than  1,000  British  researchers  un- 
der the  same  roof  for  the  first  time. 
Sykes  is  expected  to  increase  Glaxo's 
R&D  spending  by  6%  this  year,  to  $1.4 
billion,  second  only  to  Merck  in  the  drug 
industry. 

pricing  problems.  Generous  budgets 
alone  don't  guarantee  top-selling  drugs, 
however.  Imitrex,  Glaxo's  promising 
antimigraine  drug,  has  run  into  price 
resistance.  European  governments  are 
up  in  arms  at  what  they  consider  the 
drug's  unreasonable  cost,  $30  a  dose.  A 
complaint  by  the  Danish  government 
has  triggered  an  investigation  into 
Glaxo's  pricing  by  the  European  Com- 
mission. Meanwhile,  France's  powerful 
drug  agency  has  refused  to  give  Imi- 
trex final  marketing  approval  until  Glaxo 
lowers  the  price. 

Without  a  Zantac  replacement,  Glaxo 
could  have  a  hard  time  sustaining  its 
costly  sales  force  and  huge  research  out- 
lays. Sykes  expects  that  R&D  spending 
will  start  to  drop  off  at  many  drug  com- 
panies in  the  next  few  years,  because 
the  drug  market  is  so  fragmented  that 
it's  difficult  to  generate  huge  growth  in 
sales  volume.  But  he  insists  Glaxo  will 
remain  a  research-intensive  company. 

It's  largely  because  of  his  inability  to 
find  homegrown  solutions  to  Glaxo's 
problems  that  Sykes  is  looking  for  out- 
side help.  On  the  R&D  front,  he  recently 
forged  alliances  with  10  small  research 
boutiques.  Two  promising  products  in 
Glaxo's  pipeline— Lamivudine  for  hepa- 
titis B  and  3TC  for  HIV— come  from  Bio- 
Chem  Pharma  Inc.,  a  small  research 
company  in  Laval,  Quebec.  Analysts  es- 
timate both  drugs  could  generate  com- 
bined revenues  of  $78  million  for  Glaxo 
by  1997.  And  sales  could  rise  dramatical- 
ly by  the  end  of  the  decade. 

Sykes  is  also  seeking  out  partners  to 
help  Glaxo's  marketing  efforts.  Just 
months  after  Sykes  became  CEO  last 
year,  Glaxo  entered  into  a  partnership 
with  Warner-Lambert  to  market  over- 
the-counter  versions  of  its  medicines. 
That  way,  Glaxo  hopes  to  extend  the 
life  expectancy  of  some  of  its  major 
drugs.  In  Britain,  Warner  is  marketing 
Glaxo's  allergy  drug  to  fight  rhinitis, 
Beconase.  Glaxo,  meanwhile,  has  applied 
for  regulatory  approval  to  sell  a  less- 
potent  version  of  Zantac  over-the-counter 
in  Britain.  It  plans  to  seek  similar  per- 
mission in  the  U.  S.  in  October. 

Still,  the  best  cure  for  Glaxo's  future 
worries  may  lie  in  a  full-fledged  acquisi- 
tion or  joint  venture  with  another  drug 
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giant.  Glaxo  is  sitting  on  a  cash  pile  of 
$3.5  billion  and  analysts  reckon  it  could 
easily  finance  a  deal  worth  five  times 
that  amount.  Sykes  acknowledges  that 
Glaxo's  financial  strength  "gives  us  a 
strong  position  in  a  marketplace  which  is 
relatively  unstable."  But  he  cautions 
against  assuming  that  he  will  chase  after 
the  first  available  drug  distributor.  In- 
stead, a  future  alliance  with  another 
drugmaker  is  possible,  says  Sykes. 
direct  sales.  Indeed,  the  ceo  suggests 
that  a  drug  distributor  may  not  turn 
out  to  be  the  ideal  merger  candidate  as 
the  health-care  system  evolves  toward 
"disease  management."  Under  such  a  sys- 
tem, Sykes  says,  consortia  of  drugmak- 
ers,  insurers,  and  managed-health-care 
providers  would  cooperate  to  deliver 
service  and  offer  better  value— eliminat- 
ing the  need  for  distributors. 

If  that  happens,  Sykes  argues  that 


Glaxo  would  be  better 
off  negotiating  deals 
directly  with  health- 
maintenance  organiza- 
tions—and even  with 
big  corporations  that 
could  pressure  insur- 
ers to  buy  certain 
drugs.  Thanks  to  a 
special  sales  force  es- 
tablished in  1986  to 
market  directly  to 
HMOs,  Glaxo  has  a  sig- 
nificant share  of  the 
managed-care  market. 
The  company  recently 
set  up  a  sales  group  to  call  directly  on 
big  corporations.  "We're  not  trying  to 
sell  yet,"  says  Robert  A.  Ingram,  CEO  of 
Glaxo  Inc.,  the  U.  S.  unit.  "We're  try- 
ing to  build  relationships." 

So  for  now,  Sykes  says  he  sees  little 


GIROLAMI  CHOSE  TO  FLY  SOLO 


need  to  rush  intol 
deal.  True,  the  link™ 
of  competing  drugmal 
ers  with  distributol 
may  restrict  markj 
access,  but  Sykes  sal 
he  has  found  "no  dool 
closed    to    us  yetf 
Moreover,  he  con  ten* 
that  innovative  me<E 
cines  will  always  11 
sought  after  by  dil 
tributors— even  if  th< 
are  owned  by  rival 
Through   the  year 
Glaxo  has  adequate 
demonstrated  its  scientific  strength! 
Now  it's  up  to  Sykes  to  prove  thil 
Glaxo's  management  has  some  deal-ma  I 
ing  prowess  as  well. 

By  Julia  Flynn  in  London,  with  Josem 
Weber  in  Philadelphia 


LISTENING  TO  PROZAC — AND  ZESTRIL,  AND... 


When  it  comes  to  dealmaking, 
Glaxo  Holdings  PLC  clearly 
has  the  interest— and  the 
money.  It's  Glaxo's  timing  that  may 
be  a  little  off.  CEO  Richard  B.  Sykes 
confirms  that  Glaxo  held  talks  with 
McKesson  Corp.'s  PCS  Health  Systems 
and  Diversified  Pharmaceutical  Servic- 
es earlier  this  year— only  to  have  both 
drug  benefits  managers  snapped  up  by 
competitors.  SmithKline  Beecham 
snared  dps  for  $2.3  billion,  while  Eli 
Lilly  &  Co.  got  PCS  for  $4  billion. 

Now,  after  the  global  drug  industry 
has  struck  some  $36  billion  worth  of 
deals  in  the  past  year,  Glaxo  is  still 
without  a  partner.  But  that  could 
change  before  the  end  of  the  year,  say 
analysts,  consultants,  and  industry  ex- 
ecutives, who  are  keenly  awaiting  a 
big  deal  by  Glaxo.  Even  Glaxo  insiders 
acknowledge  that  the  company  is 
scouting  out  prospects.  "So  many  kites 
have  been  flown,"  says  one. 
"unbelievable."  For  now,  a  deal  with 
Lilly  seems  the  odds-on  favorite.  It's 
widely  rumored  throughout  the  indus- 
try that  executives  at  Glaxo  and  Lilly 
are  already  talking  about  a  friendly  al- 
liance, though  neither  will  comment. 
In  many  ways  a  Glaxo-Lilly  link  makes 
sense.  For  starters,  such  a  deal  would 
protect  Glaxo's  access  to  the  U.  S.  mar- 
ket if  the  PCS  deal  goes  through  later 
this  year.  Lilly  has  suggested  it  might 
want  a  partner  to  help  pay  for  PCS. 
Moreover,  Glaxo  would  give  Lilly  an 
expanded  menu  of  products  to  feed 
PCS. 


A  merger  with  Lilly  would  also  help 
Glaxo  fill  out  its  product  line.  The  big 
prize:  Prozac,  Lilly's  blockbuster  antide- 
pressant. It  would  be  "an  unbelievable 
deal,"  says  a  consultant  whose  firm 
works  closely  with  Glaxo,  "It  would  also 
scare  the  hell  out  of  everyone  else." 

There  are  plenty  of  hurdles,  though. 
Since  a  takeover  requires  approval 
from  80%  of  Lilly's  shareholders,  it 
might  be  tough  to  pull  off— especially 
with  20%  of  the  stock  controlled  by 
the  Lilly  family  and  employees.  But 
the  biggest  dealbreaker  might  be  the 
price  tag:  $24  billion,  estimates  Carl 


POSSIBLE  PARTNERS? 

Analysts  speculate  that  Glaxo  is  study- 
ing mergers  or  joint  ventures  with  the 
following  companies: 


ELI  LILLY 


An  alliance  with  this  giant  drugmaker 
would  improve  Glaxo's  U.S.  distribu- 
tion and  give  it  access  to  the  antide- 
pressant Prozac. 


WARNER-LAMBERT 


Company  could  sell  its  prescription 
drug  unit  to  Glaxo.  Such  a  deal  would 
allow  Warner  to  concentrate  on  the 
over-the-counter  market. 


ZENECA 


Company  would  broaden  product 
portfolio  with  fast-growing  drugs  such 
as  the  intravenous  anesthetic  Diprivan. 

DATA:  BUSINESSWEEK 


Seiden,  an  analyst  at  Sanford  C.  Bern 
stein  &  Co.  Still,  analysts  say  that 
doesn't  preclude  a  stock  swap  or  £ 
joint  venture. 

Warner-Lambert  Co.  is  also  fre 
quently  mentioned  as  a  possible  part 
ner.  But  most  analysts  and  drug  exec 
utives  doubt  Glaxo  wants  a  compan 
best  known  for  its  over-the-counte 
business.  Instead,  they  suggest  that! 
Glaxo  might  acquire  the  company's 
prescription-drug  unit.  Warner  has 
seven  new  drugs  in  late-stage  test- 
ing, including  Omnicef,  an  anti-infec 
tion  drug.  Such  an  acquisition  would 
also  be  cheaper  than  a  megadeal  with 
Lilly,  possibly  costing  as  little  as  $6 
billion. 

There  are  all  sorts  of  dark-horse 
candidates  rumored  to  be  on  Glaxo's 
list  as  well.  Among  the  favorites 
Britain's  Zeneca  Holdings  PLC,  which 
was  spun  off  from  Imperial  Chemical 
Industries  PLC  last  year.  Sales  of  its 
antihypertensive  Zestril  and  cancer 
anaesthetic  Diprivan  both  grew  more 
than  40%  last  year,  to  a  combined  $967 
million.  Glaxo  might  also  prefer  a  re- 
search-intensive company  that's  badly 
in  need  of  some  marketing  clout.  One 
possibility:  Wellcome  PLC,  which  domi- 
nates the  antiviral  drug  market.  Even 
after  months  of  frenzied  industry  deal- 
making,  analysts  agree  there  are  plen- 
ty of  potential  partners.  It's  just  up 
to  Glaxo  to  settle  on  the  timing. 

By  Julia  Flynn  in  London,  with 
Joseph  Weber  in  Philadelphia  and  Susan 
Chandler  in  Chicago 
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THE  CORPORATE 


[he  trouble  with  direct ms 

is  that  they're  just  synaptic 

meanderings- 

mind  fiction  - 

so  that  one  minute 

everything  is 
and  this  thing  you've  been  chasing 

is  so  CLOSE 

you  can  almost 
inhale  it, 

and  the  next, 


It's  gone, 

and  you're  back  in  reality 

because  no  matter 

how  wonderful  a  dream  is,  it's 
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(LLARD'S  HAS 

DILLY  OF  A  HEADACHE 


everyday-low-price  policy  isn't  luring  enough  customers 


I  or  most  of  the  past  decade,  Dillard 
I  Department  Stores  Inc.  could  do 
no  wrong.  While  retailers  such  as 
erated  Department  Stores  Inc.  and 
ter  Hawley  Hale  Stores  Inc.  lan- 
;hed  in  bankruptcy,  Dillard's  well- 
sd  strategies  for  merchandising,  cost- 
trol,  and  expansion  led  to  robust 
jrth.  From  1983  to  1993,  the  Little 
k-based  Dillard's  rose  to  the  nation's 


of  revenues  at  Dillard's,  which  runs  232 
stores  mostly  in  the  South  and  South- 
west. Still,  rivals  such  as  May  Depart- 
ment Stores  Co.  and  Dayton  Hudson 
Corp.  have  weathered  the  downturn  fair- 
ly well. 

Retailing  experts  say  Dillard's  has 
made  matters  worse  for  itself  by  stick- 
ing with  a  marketing  strategy  that  does 
not  seem  to  be  working.  Since  the  mid- 


and  say,  'I'll  wait  until  it  goes  on  sale.' " 
These  days,  Dillard's  has  just  two 
clearance  sales  a  year,  down  from  a  sale 
a  week.  But  they're  the  exception  that 
proves  the  rule:  Tonya  Goodwin,  who 
isn't  a  regular  Dillard's  shopper,  was 
drawn  to  its  Northpark  Center  store  in 
Dallas  recently  after  seeing  an  ad  for  a 
summer  clearance  sale  of  50%  to  66% 
off  regular  prices.  "I  search  the  newspa- 
pers all  the  time  for  sales,  and  I  usually 
shop  at  the  stores  offering  the  best 
deals,"  says  Goodwin,  a  35-year-old 
paralegal. 

big  markdowns.  The  risks  in  Dillard's 
everyday-low-pricing  strategy  didn't  be- 
come apparent  until  the  severe  slump 
hit  women's  apparel— and  rivals  pumped 
up  promotions  to  move  merchandise. 
Shoppers  began  passing  up  Dillard's  for 
competitors  such  as  May  and  Dayton 
Hudson,  which  run  constant  sales.  Not 


DILLARD'S  PROFIT 
SLOWDOWN... 


NET 
INCOME 


'90  '91  '92  '93  '94 
■MILLIONS  OF  DOLLARS  EST. 

...IS  HAMMERING 
ITS  STOCK 


DATA:  COMPANY  REPORTS,  NATWEST  SECURITIES,  BRIDGE 
INFORMATION  SYSTEMS  INC 


h-largest  department-store  chain  as 
store  base  more  than  tripled,  to  227. 
anwhile,  sales  grew  sixfold,  to  $5.1 
ion,  and  profits  grew  even  faster,  to 
1.1  million  from  $34.1  million, 
lately,  though,  Dillard's  seems  to 
'e  lost  its  golden  touch.  For  the  first 
f  of  the  year,  net  income  slid  6.2%,  to 
!.l  million,  even  as  sales  climbed  8.5%, 
$2.56  billion.  Its  stock  is  around  28, 
vn  from  41%  a  year  ago  (charts). 
kVhat  happened?  In  part,  Dillard's  has 
lply  been  suffering  along  with  the 
it  of  the  department-store  industry, 
ich  has  been  pummeled  by  weak  sales 
women's  apparel.  Women's  clothing 
]  accessories  account  for  some  40% 


1980s,  the  department-store  chain  has 
been  telling  shoppers  that  it  offers  com- 
petitive prices  all  the  time,  not  just  dur- 
ing sales.  Such  "everyday-low-pricing" 
strategies  are  common  among  discount- 
ers such  as  Wal-Mart  Stores  Inc. 

But  department  stores  have  typically 
shunned  the  formula.  With  their  season- 
al and  fashion-oriented  merchandise,  the 
stores  must  mount  frequent  sales  in  or- 
der to  make  room  for  new  goods.  And 
their  customers  have  learned  to  wait. 
"What  draws  people  to  a  department 
store  is  the  thrill  of  a  bargain,"  says  an- 
alyst Linda  R.  Morris  of  PNC  Investment 
Management  &  Research.  "They  look  at 
Dillard's  and  its  everyday  low  prices 


that  Dillard's  prices  are  necessarily  any 
higher.  Officials  say  its  everyday  prices 
are  comparable  to  those  offered  by  rivals 
during  their  sales.  But  perceptions  mat- 
ter. "In  theory,  it's  nice  to  have  every- 
thing sharply  priced  every  day,  but  it 
doesn't  work  when  competitors  are  out 
there  running  six-page  sale  ads  every 
week,"  says  analyst  Robert  F.  Buchanan 
of  NatWest  Securities  Corp. 

Dillard's  paid  the  price  in  the  second 
quarter.  Saddled  with  high  inventories  of 
spring  and  summer  clothing,  the  chain 
was  forced  to  take  big  markdowns.  That 
pushed  gross  profit  margins  down  to 
34.58%,  compared  with  35.74%  in  1993's 
second  quarter.  The  margin  pressure  re- 
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suited  in  a  14%  decrease  in  earnings. 

In  a  written  response  to  business 
week,  79-year-old  Chief  Executive  Wil- 
liam T.  Dillard,  who  founded  the  chain  in 
1938,  says  the  company  is  "working  to 
more  fully  implement  our  everyday  pric- 
ing," especially  in  women's  apparel.  The 
yo-yoing  prices  of  promotional  stores, 
he  says,  alienate  shoppers.  Dillard  be- 
lieves promotions  make  retailers  less  ef- 
ficient, adding  that  they  take  effort  and 
they  make  business  uneven.  Dillard  still 
oversees  the  chain,  with  day-to-day  oper- 
ations handled  by  his  three  sons. 

Its  pricing  policy 
isn't  the  only  thing 
giving  Dillard's  head- 
aches now.  A  strong 
private-label  busi- 
ness, for  example, 
could  give  it  more 
flexibility  in  dealing 
with  fashion  swings. 
If  pricey  brand-name 
stuff  isn't  moving,  it 
could  push  house 
brands,  which  gener- 
ally offer  consumers 
a  better  value  and 


CEO  DILLARD:  NOT 
BIG  ON  PROMOTIONS 


the  retailer  better  profit  margins.  But 
Buchanan  figures  such  lines  account  for 
only  about  8%  of  sales  at  Dillard's,  com- 
pared with  30%  at  Nordstrom  Inc.  and 
50%  at  J.  C.  Penney  Co. 
on  the  prowl?  William  Dillard  says  the 
chain  is  planning  to  expand  its  private- 
label  line  as  quickly  as  possible,  but  it 
will  take  the  time  to  do  the  job  right.  In 
addition,  while  beefed-up  home-furnish- 
ing departments  have  been  fueling 
growth  at  rivals,  Dillard's  has  been  cut- 
ting back  on  home  items.  In  1993,  com- 
pany sales  of  such  merchandise  account- 
ed for  11.7%  of  revenues,  compared  with 
17.2%  in  1988. 

Lately,  Dillard's  hasn't  even  been  able 
to  rely  on  acquisitions— which  fueled 
growth  during  the  1980s— to  help  lift 
sales  and  profits.  It  made  none  last  year 
and  hasn't  made  a  major  purchase  since 
1990.  Dillard's  says  it's  actively  pursuing 
deals,  adding  that  it  is  interested  in 
some  of  the  R.  H.  Macy  &  Co.  stores  in 
the  Southeast  that  may  become  avail- 
able after  Macy  merges  with  Federated. 
But  because  Dillard's  is  usually  a  cau- 
tious bidder,  it  could  well  lose  the  stores 
to  more  aggressive  competitors. 

Despite  Dillard's  recent  woes,  retail- 
ing experts  point  out  that  it  is  still  one 
of  the  best  in  the  industry  at  controlling 
costs,  thanks  to  state-of-the-art  distri- 
bution and  information  systems.  So  it 
could  be  poised  for  a  quick  comeback 
when  the  women's  apparel  business 
picks  up.  Until  then,  it  looks  as  if  Dil- 
lard's shareholders  will  have  to  get  used 
to  everyday  low  prices,  too. 
By  Stephanie  Anderson  Forest  in  Dallas 


TELEVISION  I 


SO  YOU  WANT  TO  START 
A  NEW  NETWORK? 


A  vicious  market  is  awaiting  Herb  Siegel's  venture  with  Paramoun 


Talk  about  lousy  timing.  Chris-Craft 
Industries  Inc.  and  Paramount 
Communications  Inc.  were  about 
to  disclose  that  they  had  lured  the  high- 
est-ranking woman  in  broadcasting,  for- 
mer Fox  Broadcasting  Co.  Chairman  Lu- 
cie Salhany,  to  run  their  new  TV 
network.  But  some  bad  news  overtook 
the  good  a  few  days  before  the  Sept.  15 


I  LOVE  LUCIE 


Salhany,  who  rose 
to  the  top  at  Fox,  has  been 
signed  by  Siegel  to  run  United 
Paramount.  But  the  field  is 
crowded-and  the  cost  enormous 


announcement:  Actress  Genevieve  Bu- 
jold  abruptly  quit  her  starring  role  as 
the  captain  on  the  network's  marquee 
show,  Star  Trek:  Voyager. 

Bujold,  who  complained  that  she  was 
unprepared  for  the  rigors  of  a  weekly 
series,  was  quickly  replaced  by  actress 
Kate  Mulgrew.  But  in  Hollywood, 
where  showbiz  often  obscures  real  busi- 
ness, TV  executives  were  muttering 
darkly  that  the  turmoil  could  destabilize 
the  United  Paramount  network,  which 
Chris-Craft  and  Paramount  plan  to  start 
in  January.  Salhany,  who  has  been 
hired  in  part  to  lure  more  affiliates, 
must  rely  on  this  latest  installment  of 


Si 

fti 


is. 


Star  Trek  as  a  major  selling  too  * 

For  Viacom  Inc.,  which  owr 
Paramount  and  may  merge  with  Blocl 
buster  Entertainment  Corp.,  the  troi 
bles  at  Star  Trek:  Voyager  distar 
rumble  in  a  vast  media  empire.  Not 
for  Chris-Craft.  The  powerful  TV-static 
owner  is  taking  on  a  major  risk  wit  p 
the  United  Paramount  network.  It  wi 
put  up  all  the  mone 
for  the  network, 
least  initially.  And  it 
launching  the  ventui 
into  an  increasingl 
competitive  market. 

STUDIO  SCRAMBLE.  Sue 

a  roll  of  the  dice  is  ui  pi 
characteristic  for  Chri: 
Craft  Chairman  Herbei 
J.  Siegel.  Though  h  ms 
once  owned  a  taler 
agency  with  clients  sue  sss 
as     Jackie  Gleasoi 
Siegel  is  best  known 
a  canny  investor  wb 
made  hundreds  of  mi 
lions  on  investments 
20th  Century-Fox  Fill 
Corp.  and  Warner  Cor  k 
munications  Inc.  As 
Warner  board  membe  in 
the  parsimonious  Sieg 
assailed  Warner  Chai  in 
man  Steven  J.  Ross  f( 
his    profligate    sty!  », 
"Herb  is  almost  the  pe 
sonification  of  a  prudei 
investor,"  says  Siegel  i 
friend  and  former  lawyer,  Arthur  L 
man.  Siegel  declined  to  comment  fc 
this  article. 

Now,  though,  he  has  taken  on 
project  worthy  of  Ross.  Nobody  h; 
launched  a  new  network  since  Rupe: 
Murdoch  in  1984,  and  he  lost  nearly  $2f 
million  before  Fox  broke  even.  Murdo< 
also  didn't  have  to  contend  with  today 
hothouse  climate.  After  a  fallow  perioi 
the  Big  Three  networks  are  racking  u 
record  profits.  Fox  itself  has  become 
powerhouse,  thanks  to  pro  football  an 
an  affiliate  deal  with  Ronald  0.  Pere 
man.  And  Time  Warner  Inc.'s  Warm 


Bros,  is  also  starting  a  network,  whk 


fee 
ml 
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Siegel  has 


compete  for  viewers  and  affiliates 
United  Paramount, 
"hat's  more,  Chris-Craft  will  have  to 
luch  of  the  heavy  lifting  itself.  Al- 
gh  the  network  was  originally  envi- 
ed as  a  joint  venture  with  Para- 
tit.  Chris-Craft  ended  up  accepting  a 
her  deal  in  July,  after  Viacom  ac- 
ed  Paramount.  Now, 
ged  to  pay  all  the  ex- 
es of  the  network  for 
rst  two  years— a  mini- 
1  of  $150  million.  Via- 
will  compensate  Chris- 
t  for  half  of  this 
stment  after  Viacom 
cises  an  option  to  take 
1%  stake  in  the  net- 
;,  sometime  before  Jan- 
,  1997.  In  effect,  Siegel 
ajiven  Viacom  a  bridge 
to  keep  his  debt-laden 
tier  on  board, 
egel  has  every  reason 
ling  to  Viacom.  Like 
;  station  owners,  Chris- 
t  is  anxiously  trying  to 
in  programming  for  its 
i  of  independent  sta- 
;.  (Siegel  sold  the  boat 
;ion  years  ago.)  That's 
ming  more  and  more 
iult,  as  Hollywood  stu- 
scramble  to  align 
iselves  with  existing 
letworks.  Even  as  it 
)s  up  the  WB  Network, 
;xample,  Time  Warner 
jnsidering  an  acquisi- 
of  NBC  Inc.  By  allying 
Paramount,  Chris- 
t  gets  a  steady  supply  of  program- 
l  such  as  Star  Trek.  In  return, 
.mount  receives  guaranteed  distri- 
m  for  its  shows. 

E  doubts.  Chris-Craft  and  Paramount 
i  a  more  ambitious  goal,  though.  By 
ng  Siegel's  six  powerful  independent 
ons  to  Paramount's  Star  Trek  fran- 
;,  the  companies  hope  to  construct  a 
olown  network.  They  have 
3d  up  41  stations  to  receive  an 
il  two  nights  of  prime-time  pro- 
lming.  United  Paramount  won't 
much  like  CBS  or  even  Fox  in 
irst  few  years.  But  industry 
ces  say  Chris-Craft  and  Para- 
nt  expect  the  network  to  be 
able  in  85%  of  the  nation's  tele- 
m  households  by  its  January 
c-h. 

jr  now,  Chris-Craft  and  Para- 
unt  seem  to  have  the  edge  in 
r  race  with  the  Warner  net- 
While  WB  claims  it  has  af- 
;es  that  cover  more  than  70% 
he  country,  industry  execu- 
s  say  Warner  is  counting  WGN, 
uperstation    it    picked  up 


through  its  alliance  with  Tribune  Co. 
Subtract  WGN,  these  executives  say, 
and  wb's  reach  is  still  under  40%.  Nei- 
ther of  the  two  networks  are  releas- 
ing current  figures  on  coverage  or  num- 
ber of  affiliates.  Observers  say  United 
Paramount  has  succeeded  by  offering 
independent  stations  compensation  in 
return  for  carrying  its  programs.  Time 


Warner,  by  contrast,  is  asking  prospec- 
tive affiliates  to  pay  for  the  privilege  of 
being  a  part  of  the  WB  Network. 

Salhany  may  further  bolster  United 
Paramount.  At  Fox,  she  earned  a  repu- 
tation for  cultivating  warm  relationships 
with  affiliates.  "Lucie's  salesmanship  is 
vital,"  says  John  Tinker,  a  media  analyst 
at  Furman  Selz,  "because  stations  can 


CHRIS-CRAFT,  STEM  TO  STERN 

Key  holdings  and  investments  of  Chris-Craft  Industries 

INDEPENDENT  TV  STATIONS  WWOR  (Secaucus, 
N.J.),  KCOP  (Los  Angeles),  KPTV  (Portland,  Ore.), 
KMSP  (Minneapolis),  KBHK  (San  Francisco), 
KUTP  (Phoenix)  

NETWORK  AFFILIATES  KTVX  (Salt  Lake  City,  ABC), 
KMOL  (San  Antonio,  NBC)  

TV  NETWORK  Has  pledged  at  least  $1 50  million 
to  build  a  fifth  network,  starting  in  1 995 

BALANCE  SHEET  Has  $1.5  billion  in  cash  and 
marketable  securities,  primarily  from  its  sale  of 
preferred  stock  in  Time  Warner 

DATA:  COMPANY  REPORTS 


preempt  the  Paramount  network  shows." 

Still,  few  experts  are  sanguine  about 
the  prospects  of  either  network.  Richard 
Kurlander,  director  of  programming  at 
ad-sales  representative  Petry  Television 
Inc.,  points  out  that  Fox  had  90%  cover- 
age when  it  started.  With  Chris-Craft's 
New  York  and  Los  Angeles  stations, 
United  Paramount  is  well  represented 
in  big  markets,  but  Kur- 
lander says  its  lineup  is  far 
weaker  in  small  markets. 
He  also  questions  whether 
Chris-Craft  and  Paramount 
will  be  able  to  stamp  a  dis- 
tinctive identity  on  the  net- 
work. "What's  the  niche?" 
asks  Kurlander.  "And  how 
do  you  find  a  fifth  and 
sixth  niche?"  Salhany  has 
indicated  that  United  Para- 
mount will  go  after  young, 
male  viewers,  much  as  Fox 
does  now. 

roving  eyes?  Even  if 
Chris-Craft  can  clear  those 
hurdles,  it  has  to  contend 
with  a  turbulent  media 
landscape— and  that  could 
alter  its  agenda  or  that  of 
its  partner.  Some  observers 
expect  Viacom  to  pursue 
CBS  or  NBC,  which  are  both 
unofficially  for  sale,  if  its 
proposed  merger  with 
Blockbuster  goes  through. 
Viacom  insists  that  it  is  ful- 
ly committed  to  the  net- 
work: "We're  very  opti- 
mistic about  its  prospects," 
says  Viacom  CEO  Frank  J. 
Biondi  Jr.  But  that  doesn't  preclude  Via- 
com from  looking  at  other  networks,  say 
sources  close  to  the  company. 

For  that  matter,  Chris-Craft  has  kept 
its  options  open.  Several  months  ago, 
Siegel  explored  a  joint  venture  with 
Sony  Corp.  to  buy  a  network,  according 
to  investment  bankers  familiar  with  the 
discussions.  With  $1.5  billion  in  cash  and 
marketable  securities  on  its  bal- 
ance sheet  and  no  debt,  Chris-Craft 
has  the  muscle  to  do  a  sizable  deal. 
The  company  has  also  shared  in 
the  general  revival  of  TV:  Its  net 
income  tripled  in  the  first  half  of 
1994,  to  $28.3  million,  on  revenue 
of  $228  million. 

Given  Siegel's  tight-fisted  repu- 
tation, few  media  executives  would 
be  surprised  if  Chris-Craft  com- 
pletely sat  out  the  current  wave  of 
dealmaking.  Then  again,  he's  al- 
ready following  in  the  footsteps  of  a 
confirmed  wheeler-dealer:  Rupert 
Murdoch.  Just  don't  tell  Siegel  he's 
anything  like  Steve  Ross. 

By  Mark  Landler  in  New  York, 
with  Ronald  Grover  in  Los  Angeles 
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SPINDLER'S 
APPLE 


It's  in  shape 
again.  But  it 
needs  big 
market  gains 
to  keep  up 


to** 


H  n  the  black  expanse  of  the  theater 
I  in  the  Las  Vegas  Aladdin  hotel,  a 
I  single  spotlight  beats  down  on  Mi- 
I  chael  H.  Spindler,  the  new  CEO  of 

beleaguered  Apple  Computer  Inc.  It's 
the  annual  rah-rah  rites  for  2,000  sales 
reps.  But  this  time  it's  different.  It's 
October,  1993:  do-or-die  time. 

The  barrel-chested  executive  paces 
the  stage  as  he  assures  the  troops 
things  are  getting  better.  In  the  past 
five  months,  they  have  lived  through  a 
precipitous  falloff  in  Macintosh  sales,  the 
ouster  of  ceo  John  Seulley,  massive  lay- 
offs, and  a  mind-numbing,  $188  million 
quarterly  loss.  But,  says  Spindler,  the 
worst  is  over.  He  whizzes  through  plans 
to  replace  Apple's  willy-nilly  ways  with 
more  accountability,  and  he  urges  his 
audience  to  be  aggressive,  shouting: 
"This  is  not  a  lame-duck  company!" 

Then,  he  closes  with  what  he  warns 
will  be  "very  personal."  When  the  board 
offered  him  the  CEO  job  on  June  17,  he 
says,  he  was  given  15  minutes  to  de- 
cide. The  easy  way,  he  says,  would  have 
been  to  say:  Thanks  but  no  thanks.  "I 


could  see  myself  being  a  grandfather 
sitting  with  a  grandchild  on  my  lap  in  a 
tomato  field  saying:  'I  didn't  have  to  be 
CEO,' "  says  the  51-year-old  executive. 
Suddenly,  his  eyes  tear  up.  His  voice 
wavers,  and  he  delivers  a  last  sentence, 
his  fist  raised  to  the  roof.  "The  reason 
why  I  made  this  15-min- 
ute  decision  is:  We  can 
win  this!" 

It  was  a  startling  mo- 
ment. Here  was  the  no- 
nonsense  German  prag- 
matist,  known  as  the 
Diesel  for  his  hard-charg- 
ing business  style,  expos- 
ing a  whole  different 
side  of  his  personality. 
Spindler,  after  all,  was 
the  man  who,  in  rapid- 
fire  but  heavily  accent- 
ed English,  had  always  insisted  that  his 
managers  stick  to  the  facts,  lay  off  the 
hyperbole,  and  back  up  their  plans  with 
numbers,  analysis,  and  objectives— and 
stop  "swAG-ing,"  his  shorthand  for  "scien- 
tific wild-assed  guessing." 


Here  he  was,  emotionally  naked  bj 
fore  his  troops.  Gone,  for  a  momen? 
was  the  CEO  on  a  turnaround  mission 
Revealed  was  what  few  Apple  emplol 
ees  had  ever  seen:  an  elemental  pal 
sion  for  Apple,  the  kind  that  co-foundj 
Steven  P.  Jobs  always  wore  on  hfe 
sleeve— the  kind,  as  Al 
pie  veterans  wistful! 
recall,  that  was  the  veil 
source  of  the  company! 
former  glory. 

In  the  year  since  thl 
night  in  Las  Vegal 
there  hasn't  been  mu<l 
outside  evidence  of  til 
passionate  Spindler.  Pi 
disdains  public  sho\f 
boating,  shuns  til 
press,  and  steadfast! 
guards  the  privacy  I 
his  Atherton  (Calif.)  home  life  with  hi 
French  wife  and  three  children. 

But  Spindler  the  fixer  has  been  ever! 
where.  He  has  slashed  costs,  rationE1 
ized  product  lines,  successfully  launcha 
the  first  all-new  Macintoshes  in  a  decac* 
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March,  1994: 
Spindler  introduces 
the  Power  Macs. 
Now,  he  says,  "I  am 
as  much  of  a 
dreamer  as 
anybody  else" 


even  repaired  Apple's  image  after 
umiliating  experience  with  the  over- 
id  but  disappointing  Newton  hand- 
computer.  He  has  new  procedures 
everything  from  getting  a  product 
•oved  to  running  a  board  meeting. 
Apple  now  matches  its  peers  on 
and  efficiency.  Quarterly  earnings 
approaching  pre-crisis  levels,  and 
le's  stock  is  finally  out  of  the  base- 
it,  trading  around  $35.  That's  up 
i  its  52-week  low  of  $22  but  a  long 
from  the  high  of  $69  some  18 
ths  ago.  For  the  year  ending  Sept. 
it  is  expected  to  report  a  13%  rev- 
3  gain  and  earnings  double  1993  lev- 
"Apple  is  certainly  on  the  uptick, 
•  term,"  says  analyst  Bruce  Lupatkin 
lambrecht  &  Quist  Inc.  "But  longer 
n,  there  are  real  issues  here." 
iginalized.  The  central  issue:  get- 
enough  market  share  to  ensure  that 
ile  does  not  become  a  marginal— and 
•efore  endangered— player  in  the  PC 
le.  For  years,  Apple's  share  of  the 
Id  market  has  wavered  in  the  10%- 
4%  range— lately  closer  to  10%.  And 


despite  Spindler's  fixes,  the  most  recent 
trends  point  in  the  wrong  direction. 

Apple's  share  of  the  U.  S.  market,  for 
example,  dropped  from  14.2%  last  year 
to  10.8%  in  the  first  half  of  this  year,  ac- 
cording to  market  researcher  Dataquest 
Inc.  In  the  red-hot  home-computer  mar- 
ket—long a  Mac  strong- 
hold—Apple is  in  danger 
of  losing  the  lead  to  Com- 
paq Computer  Corp.  or 
Packard  Bell.  And  in 
overall  sales,  Compaq  is 
expected  to  dislodge  Ap- 
ple as  the  world's  No.  2, 
behind  IBM.  For  the  12 
months  ending  Dec.  31, 
Hambrecht  &  Quist  fig- 
ures the  Houston  PC 
maker  will  hit  $10.5  bil- 
lion, vs.  Apple's  $9.4 
billion. 

That  slippage  could  spell  trouble. 
Without  sufficient  market  share,  Apple 
machines  will  not  attract  the  software  to 
spur  future  sales.  The  most  disturbing 
sign  so  far:  During  the  second  quarter, 


"Pick  up  a 
shovel,  or  get 
out  of  the 

way" 


sales  of  applications  programs  for  com- 
puters running  Microsoft  Corp.'s  Win- 
dows software  grew  55.2%,  to  $1.05  bil- 
lion, while  sales  of  Mac  applications  rose 
9.5%,  to  $276  million,  according  to  the 
Software  Publishers  Assn.  In  a  market 
that  grew  16.2%,  Apple  fell  behind.  And 
where  software  leads, 
hardware  follows. 

It  will  take  all  of 
Spindler's  passion  and 
smarts  to  reverse  this 
situation.  Around  Ap- 
ple's Cupertino  (Calif.) 
campus,  Spindler's  exec- 
utives talk  of  a  simple 
formula:  Double  the 
worldwide  market  share 
for  the  Macintosh  "plat- 
form"—Apple  machines 
and  clones— to  20%  with- 
in five  years.  The  first  five  points  will 
come  from  upping  Apple's  output,  to 
gain  1%  of  share  in  each  of  the  next 
five  years,  says  Ian  W.  Diery,  executive 
vice-president  and  general  manager  of 
the  Personal  Computer  Div.  The  rest  is 
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IN  SEARCH  OF  THE  INNOVATIVE  EDGE 

Apple  cut  development  money  by  nearly  25%,  but  it's  still  a  hefty  chunk 
of  the  budget— nearly  triple  the  amount  Compaq  will  spend  this  year 


R&D  SPENDING  AS  A 
PERCENTAGE  OF  SALES 
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expected  to  come  from  the  first-ever 
Mac  clones. 

Can  it  be  done?  Analysts  say  Apple 
has  a  shot  at  rebounding  to  its  14% 
peak— if  it  can  stay  on  top  where  it's 
strong,  while  aggressively  expanding 
where  it's  not.  It's  biggest  lead  is  in  ed- 
ucation, where  it  reigns  with  a  28% 
share  (charts).  But  that's  only  a  small 
sliver  of  the  industry.  Apple's  next-best 
market  is  home  PCs,  and  that's  where 
the  potential  is  greatest.  The  home  mar- 
ket is  expected  to  double  in  four  years. 
So  if  Apple  can  hold  its  own  against 
surging  rivals,  it  will  automatically  boost 
its  worldwide  market  share.  Apple's 
biggest  weakness  remains  in  the  biggest 
market:  Macs  account  for  just  5.8%  of 
sales  to  businesses  (page  94). 
no  room  for  error.  Even  if  it  suc- 
ceeds in  all  these  markets,  Apple  still 
has  to  build  a  huge  clone  business  to 
hit  the  magic  20%  goal.  Starting  from 
zero  now,  Apple  will  have  to  bring  forth 
an  industry  with  annual  revenues  in  the 
neighborhood  of  $6  billion  five  years 
from  now.  This  is  the  longest  long  shot 
in  Apple's  strategy.  While  the  company 
spent  years  debating  internally  the  idea 
of  licensing  to  clonemakers,  the  Micro- 


soft Windows  juggernaut  swept  the  in- 
dustry. Apple  finally  outlined  its  licens- 
ing plan  in  mid-September,  but  in  trying 
to  protect  its  own  revenues  may  wind 
up  without  the  licensees  who  could  sell 
the  most  Macs.  Leading  PC  makers  al- 
ready have  passed  on  the  offer,  leaving 
Apple's  best  hopes  in 
Asia,  where  Windows 
doesn't  yet  dominate. 
"Apple  can  go  toe-to-toe 
with  Windows  in  Asia," 
says  Michael  K.  Kwati- 
netz  of  PaineWebber. 
"That  battle  isn't  over." 

All  in  all,  Apple  has 
set  a  hugely  ambitious 
course.  And  this  time, 
even  the  most  gung-ho 
insiders  concede,  any  re- 
currence of  the  sudden 
fumbles  that  have 
dogged  Apple  in  the  past 
could  be  fatal.  Says  Chief  Financial  Offi- 
cer Joseph  A.  Graziano:  "We  don't  have 
any  room  for  error  in  any  respect." 

That's  for  sure.  The  Power  Macs, 
based  on  the  speedy  Motorola-IBM  Pow- 
erPC chip,  have  given  Apple  hardware 
that  can  match  the  best  in  price  and  per- 


formance. But  Apple's  easy-to-use  son 
ware— what  made  it  a  standout  in  19841" 
isn't  so  special  now.  Microsoft  CorpM' 
Mac-aping  Windows  has  more  than  80, 1 
of  the  market.  And  its  Windows95,  dil| 
next  spring,  is  shaping  up  to  be  an  "Aft 
,  pie  killer."  Says  a  former  Apple  execll 
tive:  "I  have  always  been  an  Apple  ze;;; 
ot.  But  after  seeing  [Windows  95],  I  cars 
be  one  any  more.  What  have  they  got  g|;l 
ing  for  them?  I  don't  get  it." 

One  answer  is  Spindler.  In  his  ljj;! 
month  tenure  in  the  top  job,  he  hm 
used  his  leadership  to  get  the  notoriouij 
ly  scattered  Apple  culture  to  focus  q> 
goals— and  achieve  them.  With  the  neK 
Power  Macs,  for  example,  he  hijr 
steered  the  company  through  the  fir 
stages  of  a  tricky  transition  to  a  n 
hardware  "architecture."  Sales  took  o: 
then  stalled,  and  are  now  steady— pi 
ting  Apple  on  track  for  reaching  i 
goal:  1  million  Power  Macs  in  the  fir 
12  months.  "He's  the  right  man  at  tl 
right  time,"  says  Apple  director  Be 
nard  Goldstein.  "Micha 
is  a  superb  hands 
administrator." 

By  the  time  he  mac 
his  fateful  15-minute  d 
cision  last  summer,  \ 
had  proved  that  marl 
times  over  during  his  lg 
year  climb  at  Apple.  Rf 
cruited  from  Intel  Corl 
in  1980,  Spindler  rol 
through  various  sail 
jobs  to  become  head  I 
Apple's  European  bus* 
ness  in  1987.  Within  t\l 
years,  he  had  doublet 
sales.  Brought  to  Cupertino  as  chief  o| 
erating  officer  in  1990,  Spindler  quick' 
masterminded  Apple's  first  foray  inj 
low-cost  computers,  the  Mac  Classics.! 

Today,  Spindler  has  left  his  mark  (I 
every  nook  and  cranny  of  Apple,  rl 
started  by  laying  off  2,500  workers,  caf 


"Don't 
throw 
technology 
over  the 
wall" 


THE  MAC  IS  STILL  TEACHER'S  PET... 

Despite  an  assault  by  IBM  and  Compaq  on  the  education  market,  the 
Apple  brand  still  retains  a  commanding  lead. 


WORLDWIDE  EDUCATION  PC  MARKET 


COMPANY 

APPLE 


UNIT  SHIPMENTS 

THOUSANDS 

751.4 


COMPAQ 

ACORN  (OLIVETTI)  63.8 

NEC 

55.8 

OTHERS  1,528.4 

TOTAL 

2,663.6 

DATA:  DATAQUEST  INC 

...AHD  THE  TOP  BRAND  AT  HOMI 

Competitors,  particularly  Compaq  and  Packard  Bell,  are  closing 
on  Apple's  lead  in  1 994,  but  consumers  still  like  Apple. 


1993  MARKET  SHARE  COMPANY 

APPLE 


WORLDWIDE  HOME  PC  MARKET 


UNIT  SHIPMENTS 

THOUSANDS 

1,385.9 


PACKARD  BELL 

935.1 

771.1 

NEC 

557.9 

COMMODORE 

527.4 

TOTAL 

9,954.0 

DATA:  DATAQUEST  INC 
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blue-sky  projects, 
ing  research  and  de- 
ment costs  by  more 

$100  million  a  year, 
:ing  executive  sala- 
and  even  taking  the 
i  to  sacred  perks— 
lay-care  and  fitness 
ers.  Gone  too,  are 
,000  funds  for  im- 
iptu  "creative  pro- 
;."  In  short,  Apple 
finally  gotten  seri- 
"Mike  knows  Apple 
11  vulnerable  and  not 
of  the  woods,"  says 
ic-relations  guru 
s  McKenna,  a  friend 
)indler's  and  Apple's 
!nal  image-maker. 

has  come  in  with 
view  this  is  a  cold, 
i,  cruel  world,  and 
5  are  no  guarantees." 
ow  Apple  has  a 
less  model  that  lets 
mpete  head-on  with 
ikes  of  Compaq  and 
Computer  Corp.  Ap- 
matches  them  on 
!  and  can  turn  profits  on  gross  mar- 

of  26%,  down  from  40%  just  18 
ths  ago. 

pi,  simply  keeping  up  will  eventual- 
iean  falling  behind  for  Apple.  Why? 
luse  Apple,  unlike  its  PC  competi- 
,  must  fund  development  of  its  own 
vare,  a  costly  proposition.  Even  af- 
slashing  R&D  budgets,  Apple  spends 
to  eight  times  what  Compaq  and 
shell  out  for  research  and  develop- 
t  (chart).  But  Spindler  can't  afford  to 
t:  His  only  hope  in  achieving  his 
ket-share  goals  is  to  restore  the  kind 
ifferentiation  between  the  Mac  and 
competition  that  generated  such  ex- 
nent  a  decade  ago— and  enabled  Ap- 
to  charge  prices  that  could  support 
avish  R&D  machine, 
n  engineer  by  training,  Spindler  is  a 


Window  of  opportunity:  Diery  sees  a  "Wintel  rupture"  coming 


self-confessed  "techie."  But  he's  not  like- 
ly to  become  Apple's  third  CEO/techno- 
philosopher-in-residence.  The  headquar- 
ters long  ago  was  dubbed  the  Crystal 
Palace  for  the  lofty  visions  spun  there. 
Jobs  was  the  first  dream  maker,  who 
talked  of  "insanely  great"  products.  Scul- 
ley  started  as  a  marketing  whiz,  but  be- 
came a  self-styled  techno-visionary,  too. 
NERDS  OF  A  FEATHER.  Vision  is  out  of 
style— at  least  this  season.  "It's  easy  to 
have  lots  of  vision  with  50%  gross  mar- 
gins," says  Michael  Mace,  Apple's  man- 
ager of  competitive  analysis.  With  26% 
margins,  substance  is  vital.  "With  Mike, 
you  get  a  lot  of  steak.  You're  not  getting 
a  lot  of  sizzle,"  says  Floyd  E.  Kvamme,  a 
venture  capitalist  who  was  once 
Spindler's  boss  at  Apple.  "There's  a  lot 
of  steak,  though." 


Which  is  fine  with  the 
T-shirt  and  tennis-shoe 
crowd  that  develops  Ap- 
ple's technology.  "With 
Spindler,  it's  like  talking 
with  another  nerd.  He 
gets  it,"  says  Steve  P. 
Capps,  an  Apple  Fellow, 
a  top  engineering  desig- 
nation. "I  think  we  had 
too  much  vision  with 
Sculley— all  those 
speeches  and  trillion-dol- 
lar markets." 

Throughout  Apple, 
Spindler  keeps  the  focus 
on  the  next  few  critical 
years,  not  the  distant  fu- 
ture. At  staff  meetings, 
he  can  be  seen  at  the 
whiteboard,  scrawling 
his  strategies  in  step-by- 
step  charts,  diagrams, 
and  outlines.  "Rem- 
brandts— they're  so  well 
thought  out,"  says  one 
executive.  Spindler's  old 
nickname,  Diesel,  has 
given  way  to  a  new  one: 
the  Firehose.  "It  is  a 
workout  to  be  in  a  meeting  with  that 
man,"  says  Mace.  "He  goes  a  mile  a  min- 
ute, and  the  ideas  pour  out  of  him." 

Spindler  didn't  just  start  spouting 
ideas,  either.  Insiders  say  he  was  the 
first  to  warn  that  the  Mac  was  running 
out  of  steam  and  insisted  that  Apple 
switch  to  the  PowerPC  architecture.  He 
was  the  first  to  broach  the  idea  of  team- 
ing up  with  IBM  in  what  became  a  far- 
ranging  partnership.  Says  former  IBM 
President  Jack  Kuehler,  who  spent 
months  in  1991  negotiating  that  deal 
with  Spindler:  "He  can  be  creative  or 
pragmatic.  I  don't  think  the  world  has 
given  him  that  credit."  Just  try  to  pi- 
geonhole Spindler  as  simply  a  deft  man- 
ager, and  he  erupts:  "Meat  and  pota- 
toes and  nuts  and  bolts.  Bull  .  .  .  .!"  he 
says,  pounding  the  small,  round  table 


BUSINESS  REMAINS  INDIFFERENT  AND  APPLE  IS  FAR  FROM  ITS  GOAL 


s  may  be  hip  to  Apple,  but  business  executives  just  don't  get  it. 
s  information  officers  prefer  the  IBM  PC  standard. 


WORLDWIDE  BUSINESS  PC  MARKET 


To  ensure  its  position  as  a  major  player,  Apple  executives  say  the  company 
needs  20%  of  the  world  market— including  clones.  They're  only  halfway  there 
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Up  the  road  ahead,  there  are  some  challenging  opportu- 
nities for  your  business.  And  money  alone  can  only  take  you 
so  far.  When  you  need  help  beyond  creative  financing,  we 
can  make  sure  you  re  headed  in  the  right  direction.  After 
all,  we  get  involved  in  areas  most  financial  service  compa- 
nies wouldn  't  dream  of  to  provide  real  value.  Like  helping 
a  major  shipping  company  establish  a  distribution  network 
to  ensure  adequate  spare  parts  availability.  Or  helping  a 
leading  mortgage  company  make  housing  more  affordable 
for  low-in  come  families  and  dramatically  increasing  its 
affordable  lending. 

At  GE  Capital,  were  24  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products 
and  services  that  help  make  your  dollar  worth  more  than  a 
dollar.  If  you're  looking  for  some  smart  business  help,  call 
1-800-243-2222.  And  let  us  give  you  a  few  of  the  things 
money  cant  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EOUIPMENT  FINANCING 
COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP 
EMPLOYERS  REINSURANCE  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •  GNA  •  KIDDER.  PEABODY 
MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


in  his  office.  "I  am  as  much  of  a  dream- 
er as  anybody  else." 

For  now,  however,  it's  the  meat-and- 
potatoes  issues  that  count.  He  has  set 
down  a  simple  road  map— what  he  calls 
his  "Strategic  Front  End"— for  employees 
to  follow.  There  are  key  applications  for 
the  Macintosh  (publishing,  learning,  tech- 
nical, and  communications)  and  key  mar- 
kets (education,  small 
and  large  business,  the 
home).  The  near-term 
game  plan  calls  for  new 
models,  the  biggest  ad 
blitz  since  the  Mac 
launch  in  1984,  a  sharper 
focus  on  customers,  and 
white-hot  heat  to  finish 
Copland,  software  that 
will  be  Apple's  answer 
to  Windows  95.  Sums  up 
Daniel  Eilers,  president 
and  CEO  of  Claris  Corp., 
Apple's  software  subsidiary:  "Michael  is 
trying  to  move  Apple  from  the  insanely 
great  products  company  to  the  sanely 
great  company." 

But  is  he  too  cautious?  Take  Spin- 
dler's  approach  to  licensing.  Apple  start- 
ed seriously  debating  the  pros  and  cons 
of  licensing  Macintosh  clones  in  1986, 


"Repetition 
does  not 
spoil  the 
prayer" 


but  like  so  many  debates  at  Apple,  it  led 
nowhere.  "Apple  has  this  culture  where 
the  vote  can  be  13,000  to  1  and  still  a 
tie,"  says  Roger  Heinen,  a  former  Apple 
executive  who  is  now  a  senior  vice-pres- 
ident at  Microsoft. 

Early  in  his  tenure,  Spindler  ended 
the  debate,  but  it  still  took  seven 
months  to  come  up  with  a  plan.  The 
idea  now  is  a  "phased" 
approach,  under  which 
Apple  will  initially  select 
three  to  six  licensees 
that  "complement"  rath- 
er than  compete  with 
Apple  in  major  markets. 
Broad  licensing  may  not 
happen  for  another  two 
to  three  years. 

So  far,  no  takers  have 
been  identified.  But  in- 
siders say  talks  are  pro- 
gressing with  Toshiba, 
Olivetti,  Motorola,  and  Germany's  Vo- 
bis  Microcomputer,  which  together 
scratched  out  4.6%  of  the  PC  market 
last  year.  The  big  prize  would  be  IBM, 
which  Apple  continues  to  negotiate  with. 
But  talks  have  been  deadlocked  over 
IBM's  demand  that  Apple  agree  to  a 
common  hardware  platform  for  both 


I 


companies'  PowerPC-based  machine; 

Spindler  says  the  measured  approaq 
was  the  only  way  to  protect  Apple? 
revenues  and  earnings.  "We  could  shoi 
ourselves  in  the  foot  and  put  our  entin 
business  at  risk,"  he  says— the  way  IBl 
let  clones  overwhelm  it.  That's  missir! 
the  point,  says  Aaron  Goldberg,  prea 
dent  of  Computer  Intelligence  InfoCorjj 
"They  don't  get  it.  Licensing  is  like  pre! 
nancy.  You  either  do  it  all  the  way  4 
you  don't.  Deep  in  their  hearts,  tha 
think  they  can't  compete  so  they  dorj 
want  to  license  to  anyone  big." 
"business  101."  As  Spindler  wrestlJ 
with  ways  to  preserve  profits  whig 
boosting  the  Macintosh  market  sharl 
he  hasn't  entirely  given  up  on  Scullejl 
vision  to  take  Apple  into  new  marketj 
He  has,  however,  brought  it  down  j 
earth.  Take  Apple's  Newton.  A  markej 
ing  and  public-relations  fiasco,  it  goj 
bled  up  $100  million  in  R&D  costs,  bi 
still  couldn't  perform  the  handwritin 
recognition  that  was  key  to  its  usefJ 
ness.  Just  90,000  units  were  sold  in  tH 
first  10  months,  way  short  of  the  150,0(1 
that  analysts  expected.  But  SpindlJ 
says  Newton  will  succeed— reborn  asj 
business  tool,  rather  than  the  mass-mal 
ket  consumer  gadget  Sculley  envisionel 


A  HUMBLER  APPLE  TRIES 
SQUEEZING  INTO  PINSTRIPES 


What  a  load  of  frustration.  For  a 
decade,  James  B.  McLaughlin, 
director  of  research  and  de- 
velopment for  Bergen  Brunswig  Corp., 
had  been  trying  to  get  Apple  Computer 
Inc.  to  sell  him  Macintoshes  his  way. 
When  he  wanted  a  special  hardware  con- 
figuration that  wasn't  on  computer-store 
shelves,  Apple  said  forget  it.  The  compa- 
ny didn't  cater. 

Not,  that  is,  until  this  year.  When 
McLaughlin  came  knocking,  asking  for  a 
custom  Mac  for  the  Orange  (Calif.)  dis- 
tributor of  health-care  products  to  pro- 
vide to  pharmacies,  Apple  went  on  alert. 
A  meeting  with  Chief  Executive  Officer 
Michael  Spindler  was  arranged  and,  af- 
ter a  10-minute  discussion,  a  deal  was 
done. 

Apple  would  break  its  old  rules  and 
adapt  a  Macintosh  created  for  the  school 
market  for  McLaughlin's  needs.  Phar- 
macists would  use  these  to  manage  their 
businesses  and  track  stock  and  purchas- 
ing patterns.  Bergen  Brunswig  ordered 
5,000.  Says  McLaughlin:  "Today,  Apple  is 
right  in  there,  scrapping  w.'rh  the  other 
computer  companies.  I  don't  know  if 


there  was  a  humbling  or  what,  but  they 
changed." 

Humbled?  You  bet.  Changed?  Apple 
is  working  on  it.  When  Apple's  sales 
stalled  in  the  summer  of  1993,  the  com- 
pany didn't  just  change  CEOs,  it  com- 
pletely changed  its  attitude.  Spindler  is, 
as  he  likes  to  say,  the  first  CEO  at  Apple 
who  started  there  "carrying  a  sales  bag." 
Little  wonder,  then,  that  he  is  turning  up 
the  heat  to  win  over  business  customers. 
AVON  culling.  The  question  is,  of  course, 
whether  Apple  stands  a  chance.  Yes,  but 
it  will  be  a  hard  slog.  Beefing  up  its 
presence  in  the  corporate  arena  is  un- 
doubtedly the  toughest  element  in 
Spindler 's  turnaround  plan.  In  addition  to 
Bergen  Brunswig,  the  company  claims 
some  recent  conquests,  including  Booz, 
Allen  &  Hamilton,  Cornish  &  Carey  Res- 
idential, and  Trisim,  a  Fort  Worth  truck- 
er. But  gaining  enough  converts  to  lift  its 
share  of  the  business  market  significant- 
ly looks  iffy.  Sporadic  and  ineffective  ef- 
forts over  a  decade  have  left  the  Macin- 
tosh with  just  5.8%  of  the  business 
market,  not  enough  to  excite  software 
writers.  Now,  the  Mac  is  behind  in 
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dler  says  he  tried  to  delay  Newton 
I  the  software  was  ready  and  to  fo- 
it  on  niches  such  as  field  sales.  "I 
that  discourse  internally  at  the 
I  he  says.  "But  I  can't  turn  it  back." 
)indler  is  also  keeping  other  long- 
e  projects  alive.  He  says  he  can  see 
y  when  Apple  will  be  into  TV  set-top 
;s,  videoconferencing,  and  video 
ers.  But  in  a  departure  from  the 
\pple,  he  says  he's  not  ready  to  go 
detail.  "I  want  to  make  it  work  first 
re  we  go  brag  about  it. 
lere's  that  pragmatic  streak  again, 
attitude  is  summed  up  in  a  dozen 
I  phrases  that  pepper  his  conver- 
ts: "Pick  up  a  shovel,  or  get  out  of 
way,"  or  "Are  you  part  of  the  prob- 
or  part  of  the  solution?"  and  "Apple 
>t  a  debating  society." 
or  is  it  a  free-for-all  anymore.  Unlike 
aredecessors,  Spindler  is  a  stickler 
>rocess.  He  has  instituted  the  Apple 
■  Product  Process,  which  requires 
phases  of  rigorous  review— concept 
investigation— before  any  project 
the  green  light.  Even  board  meet- 
have  been  overhauled.  Spindler 
d  his  staff  to  compare  Apple's  meet- 
with  those  of  six  "world-class"  com- 
es, including  Johnson  &  Johnson, 
i-Cola,  and  Motorola.  Now,  at  the 
i  of  each  meeting,  there  is  a  "strate- 


APPLE'S  STEADY 
CLIMB  BACK 


NET  INCOME 
MILLIONS  OF  DOLLARS 

FISCAL  YEAR  ENDS  SECT.  30 


gic  framework"  discus- 
sion, with  charts  and 
graphs  showing  changes 
since  the  group  last  met. 
Sound  basic?  It  is.  Says 
Kevin  J.  Sullivan,  vice- 
president  for  human  re- 
sources: "Michael,  in 
many  ways,  is  about 
Business  101." 

Spindler  has  been 
teaching  a  special  crash 
course  to  the  all-impor- 
tant Mac  division,  which 
he  felt  lacked  discipline 
and  focus.  All  develop- 
ment projects  have  been 
scrutinized  and  priorities 
set.  Questionable  projects— what  Apple 
execs  call  "electronic  ashtrays"— were 
given  the  boot.  The  goners:  Sweet  Pea, 
a  portable  multimedia  player;  Scout,  a 
low-end  Mac  using  an  old  Motorola  chip; 
and  Bic,  a  larger-screen  Newton.  "The 
wrong  behavior  here  was  we  just  did 
great  technology,  put  it  in  a  product, 
and  then  let  the  customer  find  out 
whether  it  was  or  not,"  says  Spindler. 

The  boss  also  wants  better  work  from 
marketing  and  operations  staffs— in  fore- 
casting demand,  tracking  supplies,  keep- 
ing tabs  on  what's  selling  and  what's 
not,  and  keeping  a  vigilant  eye  on  rivals. 


on 
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Predictability  in  deliver- 
ing and  managing  prod- 
ucts is  so  essential  that 
Spindler  pledged  to  the 
board  that  50%  of  his 
1994  annual  compensa- 
tion would  be  pegged  to 
getting  it  done  right. 
That's  no  wee  gesture, 
considering  his  1993 
salary  and  bonus  of 
$999,087.  "If  it  doesn't 
happen,  I  have  one  pock- 
et empty,"  Spindler  told 
his  employees. 

Leaving  nothing  to 
chance,  Spindler  has  re- 
vived "war  rooms,"  a 
system  he  used  to  launch  the  bargain- 
basement  Mac  Classics  four  years  ago. 
Today,  a  conference  room  labeled  "Imag- 
ination" is  devoted  to  the  challenge  du 
jour.  In  the  past  year,  there  has  been  a 
Power  Mac  war  room  and  one  to  drum 
up  Power  Mac  software.  The  biggie  now 
is  the  Windows  95  war  room,  where 
hardware,  software,  manufacturing, 
sales,  and  marketing  commandos  meet 
to  plot  measures  to  head  off  the  enemy. 

"We're  starting  to  fire  on  all  cylin- 
ders. This  is  the  first  time  in  a  long 
time.  This  is  heaven,"  says  the  PC  divi- 
sion's Diery.  In  addition  to  the  Power 


client/server  programs,  a  must  in  cor- 
porate computing.  "We're  using  some  ap- 
plications that  don't  exist  for  the  Mac," 
says  Andre  Razzino,  a  manager  of  PCs 
and  networks  for  Avon  Products  Inc. 

Sounds  grim.  But  Apple  isn't  daunted. 
Its  ambition:  to  increase  its  share  of  the 
$46  billion  worldwide  business  market 
to  15%  in  the  next  five  years.  Power 
Macs,  the  first  Macs  in  years  that  can 
compete  on  price  and  performance,  are  a 
start.  On  top  of  that,  Apple  is  increasing 
its  national  sales  force  and  has  gotten 
PowerSoft  and  SAP  to  adapt  their 
client/server  software  for  Macs.  "The 
good  news  is  our  momentum  is  build- 
ing," says  James  J.  Buckley,  president 
of  Apple  USA.  "We're  seeing  some  gener- 
al acceptance  of  Power  Mac  in  the  large 
account  space." 

It  will  take  a  tractor-trailer  full  of 
momentum— and  more— to  make  a  dent 
in  a  market  that  has  13  years  and  bil- 
lions of  dollars  invested  in  software  for 
computers  using  Intel  Corp.'s  micropro- 
cessors and  Microsoft  Corp.'s  operating- 
system  software.  "When  Corporate 
America  looks  at  all  the  agony  it  would 
have  to  go  through 
«Qur  to  switch,  it's  just 

not  worth  it,"  says 

momentum  is     Martin  Reynolds  of 

building,"  Says     Computer  Intelli- 

Buckley  gence  InfoCorp- 


Apple  argues  that  it  now  has  the 
products,  the  prices,  and  the  attitude  to 
make  buying  Macs  a  worthwhile  choice 
for  business.  To  convince  buyers  from 
top  companies,  it  plans  to  bring  1,200  of 
them  to  Apple's  briefing  center  this  year 
to  inspect  the  company's  wares  and  listen 
to  proposed  solutions  for  their  informa- 
tion-technology needs. 
"AGE-OLD  story."  Most  important,  Apple 
is  no  longer  asking  customers  to  scrap  all 
that  IBM  PC  software.  Power  Macs  will  fit 
into  the  corporation  by  running  the  soft- 
ware that's  already  there— as  well  as  the 
Mac's  own  programs.  Today,  it's  done 
through  a  program  called  SoftWindows. 
It  runs  applications  written  for  Micro- 
soft Windows,  although  at  a  slower  pace 
than  programs  written  for  the  Power 
Mac.  In  November,  the  company  will  un- 
veil "Houdini,"  an  add-in  card  for  Power 
Macs  that  packs  an  Intel  486-compatible 
microprocessor. 

To  the  skeptics,  it  doesn't  much  mat- 
ter what  Apple  says  now.  "Apple's  push 
into  Corporate  America  is  an  age-old  sto- 
ry," says  analyst  William  M.  Bluestein 
of  Forrester  Research  Inc.  "And  it's  not 
been  a  good  one."  Apple  will  have  to 
turn  around  a  lot  more  customers  like 
Bergen  Brunswig  before  it  can  write  a 
happy  ending. 

By  Kathy  Rebello  in  Cupertino,  with 
Paul  Eng  in  New  York 
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Macs,  there  are  new  laptops  and  hori 
models  including  the  Performa  630, 
multimedia  machine  starting  at  $l,4l 
that  can  display  TV  shows  in  an  o\ 
screen  window.  In  October,  Apple  plal 
Performas  using  the  PowerPC  chip. 

Apple's  even  feeling  a  bit  of  its  cJ 
cockiness.  Company  executives  now  si 
they  see  their  chance  to  undermine  tl 
powerful  combination  of  Microsoft  Wi 
dows  and  Intel  Corp.— which  Spindl 
lumps  together  as  "Wintel."  Diery  p: 
diets  a  coming  "Wintel  rupture,"  wh< 
Intel's  chip  design  runs  out  of  oomj 
and  Intel  is  forced  to  switch  to  a  pu 
RISC  (reduced  instruction-set  computin 
design  similar  to  the  PowerPC.  Wh 
that  happens,  he  says,  Microsoft  will 
forced  to  redo  Windows— potential 
creating  compatibility  problems  with  e 
isting  Windows  programs. 
"bluff,  bluff,  bluff."  Fat  chance,  sa; 
Microsoft.  "There's  no  performance 
price-performance  reason  to  switch 
RISC],"  says  Brad  A.  Silverberg,  a  Micr 
soft  vice-president  overseeing  the  d 
velopment  of  Windows  95.  Apple's  clai 
of  trouble  looming  in  the  Wintel  camp 
nothing  but  whistling  past  the  grav 
yard.  Says  Silverberg:  "If  there's  01 
hand  left  to  play,  and  you're  dealt 
pair  of  deuces,  you're  going  to  blu 
bluff,  bluff." 

For  Apple's  part,  it  says  it  has  ; 
ace  up  its  sleeve:  Power  Macs  are  g( 
ting  better  at  running  Windows  so: 
ware— offering  customers  the  best 
both  worlds.  At  first,  this  was  done 
slowly— with  a  software  program.  Th 
fall,  there  will  be  an  add-in  card,  cod 
named  Houdini,  that  will  literally  gi 
the  Mac  an  Intel  486-class  PC. 

The  computer-with-two-brains  a 
proach  may  appeal  to  consumers  wl 
want  a  Mac  for  the  kids'  education  pr 
grams  and  a  PC  for  Mom's  spreadshee 
But  will  it  prompt  business  customers 
the  key  stronghold  of  the  Wintel  gang 
to  give  the  Mac  a  second  look?  Not  u; 
less  the  Mac  starts  attracting  bett< 
business  software.  "The  Mac  is  not 
good  mainstream  solution  because  it 
not  the  first  choice  for  any  vendors 
write  software  for,"  says  Pompi  Mali 
manager  of  information  systems  ; 
Brewers  Retail  Inc.,  in  Mississauga,  Ca 
ada.  And  that  may  not  change  unt 
Mac's  market  share  rises. 

Which  poses  the  kind  of  Catch-22  th. 
might  prompt  some  executives  to  har 
it  up  and  head  for  a  cozy  retirement  in 
tomato  field.  For  Michael  Spindler,  it 
another  challenge  to  overcome  in  tl 
fight  to  preserve  his  beloved  Apple 

By  Kathy  Rebello  in  Cupertino,  Calij 
with  Ira  Soger  in  New  York  and  Ricliai 
Brandt  in  San  Francisco 
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ONE  LEADER 

SALUTES  THREE 
OTHERS 


the  past  eighteen  years,  Business  Week  has 
nized  outstanding  leadership  in  the  truck 
try  by  conferring  the  Truck  Dealer  of  the 
Award.  We  do  this  in  association  with  the 
ican  Truck  Dealers,  a  division  of  the  National 
nobile  Dealers  Association.  In  addition  to  the 


Terry  L.  Dotson 

1994  TRUCK  DEALER 
OF  THE  YEAR 


FINALIST 


Grand  National  Winner,  we  are  honoring  three  finalists, 
who  were  chosen  from  fourteen  nominees.  These  finalists 
are  Mr.  Terry  L.  Dotson  of  Worldwide  Equipment,  Inc.  in 
Prestonberg,  KY;  Mr.  Richard  Stephen  Kane  of  Grande 
Truck  Center,  Inc.  in  San  Antonio,  TX;  and  Mr.  Victor 
Weiger  of  Palm  Peterbilt-GMC  Trucks,  Inc.  in  Ft. 
Lauderdale,  FL. 

All  three  truck  dealers  were  selected  by  a  team  of 
judges  from  the  Indiana  University  Graduate  School  of 


Business  in  recognition  of  their  successful  dealer- 
ships and  outstanding  civic  contributions. 
Business  Week  proudly  salutes  Mr.  Terry  L. 
Dotson,  Mr.  Richard  Stephen  Kane,  and  Mr. 
Victor  Weiger,  the  1994  Business  Week/ATD  Truck 
Dealer  of  the  Year  Finalists. 


r.  Richard  St 

1994  TRUCK  DEALE 
OF  THE  YEAR 

FINALIST 
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Beyond  news.  Intelligence-, 
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You  might  say  we  simply 
borrowed  the  idea  from  nature. 
Programs  that  live  in  the  same 
place  should  work  together. 

Consider  what  you  have  to 
do  in  a  single  week.  Letters. 
Memos.  Reports.  Spreadsheets. 
Charts.  Graphs.  Presentations. 

Wouldn't  it  be  great  if  there 
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(  reate  powerful  presentations  easily  I 
with  information  from  different  program! 
Suddenly,  you're  a  whiz  presenter. 

were  a  product  that  could  hel[ 
you  pull  it  all  together? 

In  a  nutshell,  tha?  ~ 
the  whole  idea  behirf 
the  Microsoft  Office 
Now  all  your  program! 
can  work  together  like  or 
Thanks  to  our  intuitive 
OfficeLinks  tools,  it's  easiei 
than  ever  to  share  text,  data 
and  graphics  seamlessly  betwec 
our  best-selling  programs. 
What's  this  really  mean? 
Simply,  you'll  be  able  to  gtf 
more  done.  With  a  lot  less  effort^ 
Say  you're  working  on  youri 
sales  report.  You'll  probably  stag 
by  writing  in  Microsoft  Word.  £ 


'Support  fbt  Microsoft  i  >ffice  in  no-charge;  however,  nnrm.il  telephoi 
Microsoft  Excel,  Word,  the  PowerPoint  presentation  graphics  prognj 
.ind  v  .iri.id.i.  cat!  v.mr  local  Microsoft  subsidiary  or  (206)  936-8661, 1 
Microsoft  t  orporatlon 


SOFTWARE  PROGRAMS 
MEANINGFUL  RELATIONSHIPS 


"hen  you  click  to  open  your 
osoft  Access"  database  and 
ip  your  sales  data.  By  client 
mdor.  By  salesperson.  By 
ill.  By  month. 
Jut  why  stop  there? 
fou  can  easily  send  that 
to  a  Microsoft  Excel 
idsheet  in  just  a  click 
■jutton,  analyze  it,  turn 
d  a  dramatic  chart,  and 
it  all  back  into  your 
1  document, 
t's  like  one  big  techno- 
al  swap  fest.  The  end 
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anks  to  you,  last  year  proved  to  ht  an  incredible  yen  lot 
Morgan  Park  Wildlife  Preserve  Due  lo  a  MCCCSffu] 
mbership  drive,  our  Board  or  Directors  has  approved 
rcase  in  our  research  budget  (or  targe  African  animals 
nember  of  our  advisory  board,  plrasc  submit  your  opiaj 
regarding  worthy  ice  .nth  candidate! 
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JMIL. 


It's  easy  to  update  or  manage  text,  data  and  graphics 
in  one  document  with  the  latest  object  linking  and  embedding 
technology  (OLE  2.0).  Just  click  where  you  need  to  work 
and  the  tools  you  need  are  right  there. 


fit  being,  that  now  you  can 
d  more  time  concentrating 
?ur  work,  instead  of  on 
software. 

Naturally,  you'll  want  to 
:  your  handiwork  with  the 
>nal  managers, 
ust  a  couple  of  clicks  later, 
re  created  personalized 
:s  for  each  one  of  them  from 
in  Microsoft  Word, 
killiant. 

^low  for  the  finishing  touch. 
<c  a  button  and  transform 


everything  into  an  eye-popping 
PowerPoint'  presentation.  Call  it 
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a  "career-enhancing"  move. 

And  while  we're  on  the  sub- 
ject of  relationships,  we  should 
mention  the  Microsoft  Office  is 
the  only  product  of  its  kind 
that  offers  you  unlimited 
product  support  with  no 
service  charge.* 

Clearly,  the  Microsoft 
Office  with  OfficeLinks 
marks  a  quantum  shift  in 
what  software  enables  you 
to  achieve.  And  its  a  clear 
indication  of  where  the 
future  is  heading. 
To  find  out  the  rest  of  the 
story  (a  small  sample  of  which 
we've  covered  here),  visit  your 
retailer  or  call  (800)  240-4782, 
Department  NVD,  for  the 
one  nearest  you. 
With  the  Microsoft  Office, 
you'll  not  only  improve  the 
relationship  between  your  pro- 
grams, the  same  will  go  for  you 
and  your  computer. 


Microsoft  Off  ice 
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FINANCING  WORL 


After  countless  false  starts,  the 
elusive  global  economic  recovery 
has  arrived.  No  longer  is  the 
U.  S.  the  Little  Engine  That  Could,  la- 
boring to  pull  the  other  major  econo- 
mies out  of  recession.  In  Europe,  thanks 
in  part  to  strong  exports  to  the  U.  S., 
most  nations  are  aboard  the  expansion 
train,  with  average  growth  projected  to 
hit  2.7%  this  year  and  next.  And  recov- 
ery is  apparent  even  in  Japan,  where  6.2 
trillion  yen  worth  of  tax  cuts  are  helping 
to  revive  an  economy  derailed  by  finan- 
cial and  real  estate  problems. 

Throw  in  continuing  explosive  growth 
among  the  major  developing  nations, 
plus  slow  but  steady  progress  in  the 
former  communist  states,  and  you  get  an 
expansion  that  could  be  the  broadest- 


SCARING  UP 
THE  CAPITAL 

Often  with  the  assis- 
tance  of  seasoned  play- 
ers from  the  industrial 
nations,  borrowers  in 
the  developing  econo- 
mies are  finding  cre- 
ative ways  to  raise  the 
funds  needed  to  keep 
growing  and  deliver 
competitive  returns 


HUNGARY 

CONSORTIUMS 

Hungary  signed  a 
$350  million  deal  with 
a  French-led  group  to 
build  Eastern, Europe's 
largest  toll-road  project 


based  in  decades.  "The  next  couple  of 
years  should  be  stellar— and  with  the 
help  of  countries  that  were  never  even 
on  the  radar  screen  before,"  says  Allen 
L.  Sinai,  chief  economist  at  Lehman 
Brothers  Global  Economic  Advisers  Inc. 
triple  dip.  Yet  beneath  the  euphoria  lies 
a  nagging  question:  Is  there  enough  cap- 
ital to  satisfy  the  tremendous  demand? 
Combined,  the  global  appetite  seems 
staggering.  The  developing  nations  of 
Latin  America  and  East  Asia,  eager  to 
build  their  new  mar- 
ket economies,  are  ■ 

sucking  in  more  than  |     wk  11*1  WlM  w  I  *J 

$140  billion  annually- 
triple  the  amount  of  I       ByiH/lllMu W 

capital  they  absorbed 
in   the   late  1980s. 


Boston's  Pioneer 
Group  is  organizing  a 
$50  million  venture 
fund  to  take  stakes  in 


Meanwhile,  the  formerly  communist  » 
tions  of  Eastern  and  central  Europe  & 
ravenous,  laboring  since  the  fall  of  m 
Berlin  Wall  in  1989  to  produce  an  I 
tractive  investment  environment.  4" 
cording  to  Columbia  University  proji 
tions,  the  region  could  easily  absorb  I 
to  $500  billion.  Yet  J.  P.  Morgan  &  (| 
economist  Susanne  Gahler  estimati 
that  Eastern  Europe  will  receive  o* 
$5.52  billion  in  total  net  direct  and  pol 
folio  investments  in  1995. 

Even  in  Western  Euro™ 
a  push  by  governments  I 
privatize  such  state-owni 
corporations  as  Renault  coil 
create  an  additional  $100  If 
lion  in  capital  needs  in  t| 
next  five  years.  "The  woit 
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AS  GLOBAL  ECONOMIES  BOOM, 
LENDERS  ARE  SCRAMBLING 
TO  FEED  THEIR  NEED  FOR  CASH 


ing  an  accelerating  demand  for  cap- 
hat  is  unprecedented,  particularly 
lfrastrueture  projects,"  says  Win- 

H.  Smith  Jr.,  head  of  internation- 
srations  for  Merrill  Lynch  &  Co. 
gravating  the  potential  squeeze  is 
'irtual  disappearance  of  Japanese 
tors  from  the  global  stage.  After 
ig  a  leading  role  as  a  world  finan- 
luring  the  1980s,  Japan  remains  in- 
ly focused  on  repairing  its  ailing 
rial  system.  While  borrowing  re- 
ments  from 
rest  of  the 
I  have  dou- 

to  $300  bil- 

since  1991, 
outflows  of 
term  capital 


VIETNAM 


MUTUAL  FUNDS 

Franklin  Resources 
launches  the  $98  mil- 
lion Templeton  Vietnam 
Opportunities  Fund— the 
such  fund 


from  Japan  have  shrunk  to  just  one- 
tenth  of  their  1980s  peak  of  $137  billion, 
according  to  Merrill  Lynch. 

As  a  result,  some  market  watchers 
predict  that  the  intense  competition  for 
capital  will  result  in  higher  interest  rates 
and  increased  currency  volatility  as  in- 
vestment demand  outstrips  the  global 
supply  of  excess  savings.  Currency 
swings  have  even  prompted  calls  for  a 
return  to  more  closely  regulated  mar- 
kets (page  108).  "We've  never  seen  more 
potential  business  in  all  four  cor- 
ners of  the  earth,  all  wanting 
to  access  the  capital  markets," 
says  John  M.  Hennessy,  chief 
executive  of  CS  First  Boston. 
"Projects  that  don't  have  high 
returns  may  be  sliced  off,  and 


many  of  those  may  be  in  the  industrial 
countries."  Global  superinvestor  George 
Soros  opines  that  capital  will  increas- 
ingly go  into  what  he  calls  "the  real 
economy"  rather  than  financial  assets 
(page  104). 

cash  hoards.  Interest  rates  are  already 
heading  north  in  several  major  econo- 
mies, from  the  U.  S.— where  the  Federal 
Reserve  has  ratcheted  up  short-term 
rates  steadily  since  early  this  year— to 
Europe,  where  Sweden,  Italy,  and  most 
recently  Britain  have  raised  their  bench- 
mark rates.  With  inflation  at  a  low  ebb 
in  the  industrialized  nations,  real  30- 
year  interest  rates  in  the  next  year 
could  rise  to  4.5%-5%  in  the  U.  S.  and 
above  6%  in  Europe,  predicts  Lehman's 
Sinai— "the  upper  end  of  historical  aver- 
ages," he  notes. 

Despite  the  relatively  high  cost  of 
borrowing,  many  experts  dismiss  any 
notion  of  a  global 
capital  shortage.  Eu- 
ropean and  U.  S.  cor- 
porations are  sitting 
on  substantial  cash 
hoards,  and  the  de- 
veloping   world  is 
gradually  becoming 
less  dependent  on  in- 
dustrial nations  for 
external  financing. 
East  Asian  nations 
such  as  China  have 
savings  rates  of  about  30%  of 
gross  domestic  product  vs.  about 
19%  in  the  major  industrial  coun- 
tries. As  developing  nations  such 
as  Brazil,  China,  and  Russia  re- 
duce inflation,  the  resulting  drop 
in  prices  pushes  up  consumers' 
purchasing  power— so  that  less 
capital  is  needed  to  generate  the 
same  output.  Lower  inflation  also 
strengthens  these  countries'  curren- 
cies, boosting  local  savings  and 
prompting  wealthier  investors  to  reim- 
port "flight  capital"  from  safe  havens 
such  as  the  U.  S. 

Indeed,  what  distinguishes  the  cur- 
rent global  recovery  from  past  expan- 
sions is  the  remarkably  unhindered  flow 
of  investment  funds  circling  the  globe  in 
search  of  the  best  return.  Investors  are 
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Hitting  together  deals  that  BASICS  The  de-  Pai*k>  traders  gather  for  two 

would  have  been  unthinkable  hours  each  day  to  buy  and 

just  a  few  years  ago.  Some  veloping  nations'  seH  three-  and  six-month 
examples: 

infrastructure 


■  Bankers  are  lending  to 
borrowers  that  haven't 
achieved  investment-grade 
status  by  tying  the  financing 
to  specific  projects  or  reve- 
nue sources.  In  June,  for  in- 
stance, Salomon  Brothers  Inc. 

raised  $50  million  for  Aeromexico  in  a 
private  placement  of  five-year  bonds  se- 
curitized  by  the  Mexican  airline's  dol- 
lar-denominated ticket  receivables.  Sim- 
ilarly, in  July,  the  National  Commercial 
Bank  (Jamaica)  Ltd.  borrowed  $65  mil- 
lion in  a  debt  issue  backed  by  credit- 
card  receivables. 

■  The  mutual-fund  industry,  that  bas- 
tion of  democratized  capital,  is  planting 
flags  in  previously  untapped  markets. 
On  Sept.  15,  Franklin  Resources  Inc. 
launched  the  $98  million  Templeton  Viet- 
nam Opportunities  Fund  Inc.— the  fourth 
Vietnam  fund  now  trading.  Combined, 
investors  have  pumped  more  than  $240 
million  into  a  country  that  still  doesn't 
have  an  organized  stock  exchange. 

■  With  the  help  of  experienced  capital- 
ists, new  free-market  economies  are  rap- 
idly developing  their  own  capital  mar- 
kets. In  a  room  near  Moscow's  Gorky 


tab  could  hit 
$1  trillion  over 
the  next  decade 


Russian  securities  auctioned 
by  the  government— already 
a  $2.75  billion  market. 
Buoyed  by  the  success  of 
these  auctions  and  by  the  na- 
tion's recent  progress  in  tam- 
ing hyperinflation,  the  Rus- 
sian central  bank  will  soon 
begin  selling  one-year  bills  out  of  its  re- 
gional offices  at  preset  prices. 

Worldwide,  the  pool  of  funds  racing 
around  the  globe  is  growing.  Around 
$1.5  trillion  is  now  held  in  dedicated 
international-equity  portfolios.  A  further 
$50  billion  to  $100  billion  resides  in  dis- 
cretionary accounts  run  by  hedge-fund 
managers  who  just  this  year  jumped  in 
and  out  of  such  volatile  investments  as 
Chinese  government  bonds,  Brazilian  cof- 
fee futures,  and  Turkish  stocks. 

Even  U.  S.  and  European  pension 
funds,  traditionally  cautious  investors, 
are  eyeing  exotic  shores.  Overseas  op- 
portunities are  expected  to  play  a  grow- 
ing role  in  meeting  their  steep  funding 
obligations  in  coming  years  as  returns 
from  developing-country  investments 
surpass  those  closer  to  home.  John  Web- 
ster, a  partner  at  consultant  Greenwich 
Associates,  expects  U.  S.  pension  manag- 


ers to  boost  their  share  of  foreign  as: 
from  8%  to  12%  by  1996. 

Likewise,  insurance  funds'  interes 
international  investing  should  increast 
more  developing  nations  secure  "inv 
ment-grade"  status  from  at  least  hal 
the  four  major  U.  S.  rating  agencies 
requirement  set  by  the  National  Ass 
ation  of  Insurance  Commissioners.  J 
F.  H.  Purcell,  Salomon's  managing  di 
tor  of  emerging  markets  research,  i 
diets  that  Mexico,  India,  and  Hung 
could  all  secure  investment-grade 
ings  from  two  agencies  as  soon  as  n 
year,  which  will  attract  new  invest* 
"As  soon  as  the  NAIC  restrictions 
lifted  in  more  countries,  insura 
companies  are  going  to  become 
players  in  developing  markets,"  pred 
Purcell. 

If  the  competition  for  capital  pro 
too  rough  despite  these  new  sources 
funds,  governments  may  be  largely 
blame.  Years  of  profligate  public  spe 
ing  in  the  major  economies,  toget 
with  declines  in  private  savings  ra1 
have  driven  government  debt  levels 
historic  highs.  Yet  there  are  few  si: 
that  nations'  borrowing  needs  will 
minish  significantly,  even  if  the  gle 
boom  increases  tax  revenues.  The  ri 
social  mandates  of  most  Western  Ei 
pean  governments  should  conspire 
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the  1995  deficits  for  the  Continent 
stubbornly  high  5%  of  gross  do- 
,ic  product,  vs.  1.8%  in  the  U.  S. 
lose  high  deficits  are  already  creat- 
mxiety  in  the  markets.  Interest-rate 
ids  on  10-year  bonds  issued  by  high- 
ited  countries,  such  as  Germany, 
lower-rated  ones,  such  as  Italy,  have 
ned  to  more  than  4.5  percentage 
S.  European  governments  have  be- 
delaying  debt  issues  and  pushing 
funding  schedules;  Germany  and 
%  for  instance,  shelved  bond  issues 
summer.  That  only  heightens  the 
hood  of  a  logjam  next  year,  when 
Drate  borrowing  is  expected  to  pick 
Some  European  financiers  are  even 
ining  to  fret  that  higher  rates  could 
hort  the  Continent's  nascent  expan- 
"I  think  we  can  sustain  recovery 
real  interest  rates  in  the  ranges 
are  today,  but  not  much  more," 
Andre  Levy-Lang,  management 
d  chairman  at  Compagnie  Finan- 
de  Paribas,  one  of  France's  largest 
5tment  banks. 

:  course,  the  scramble  for  capital 
s  opportunity  for  Levy-Lang 
r>ther  money  merchants,  who 
working  overtime  to  satisfy 
global  demand.  The  current 
5  is  bringing  many  develop- 
lation  borrowers  back  into 
riarkets  for  the  first  time  in 
s.  The  governments  of  Hun- 
,  India,  and  the  Czech  Re- 
c  all  recently  returned  to  the 
)bond  market  for  the  first 

since  1989,  and  South  Africa 
•eparing  its  reentry.  "There 
is  to  be  more  willingness  to 
speculative-grade  debt  in  the 
>bond  market,"  says  George 
is,  managing  director  of  Stan- 

&  Poor's  Corp.'s  European 
ations. 

inkers  are  also  taking  imagi- 
ne risks  with  developing  na- 
>  that  don't  qualify  as  bor- 
ers based  on  traditional 
dards.  Financing  techniques 
were  once  confined  to  indus- 
ized  nations,  such  as  securit- 
ons  and  asset-backed  financ- 
,  are  increasingly  becoming 
igueur  elsewhere.  For  exam- 
the  Hungarian  government 
ntly  signed  a  $350  million 
ract  with  a  French-led  for- 
investment  group  to  build 
largest  toll-road  project  in 
em  Europe. 

nother  trend  is  taking  shape 
ountries  with  new  or  small 
<  markets.  With  foreign  funds 
etimes  overwhelming  the  eq- 
markets  of  developing  na- 
3— witness  Latin  America  last 
•—investors    are  seeking 


Salomon  thinks  Hungary,  India,  and  Mexico 
could  be  "investment-grade"  by  next  year 


stakes  in  private  companies  that  may 
go  public  in  the  future.  In  Eastern  Eu- 
rope, where  the  equity  markets  remain 
small  and  illiquid,  several  firms  are 
launching  venture-capital  funds  to  hunt 
for  unlisted  small  and  midsize  compa- 
nies. After  establishing  the  first— and 
only— Polish  mutual  fund,  Boston-based 
Pioneer  Group  Inc.  is  organizing  a  $50 
million  institutional  venture  fund  de- 
signed to  take  private  stakes  in  compa- 
nies in  Poland. 

Likewise,  Central  Europe  Trust,  a 
London-based  advisory  firm,  aims  to 
raise  up  to  $200  million  for  a  family  of 
development  capital  funds  that  will  tar- 
get small  companies  in  Poland,  Hungary, 
the  Czech  Republic,  and  Slovakia.  "We 
want  to  avoid  overpriced  stocks  that 
are  at  the  mercy  of  the  wall  of  money 
from  huge  Western  investment  houses," 


AS  WORLD  ECONOMIES  RECOVER. 


Annual  GDP  growth  rates,  in  percent 

1993 

1994* 

1995* 

EUROPE 

-0.5% 

2.7% 

2.7% 

U.S. 

3.0 

2.6 

3.1 

JAPAN 

0.1 

0.8 

1.1 

NON-JAPAN  ASIA 

NA 

10.7 

8.8 

LATIN  AMERICA 

NA 

12.8 

12.6 

DATA:  MORGAN  STANLEY  &  CO. 

'Estimates 

...INTEREST  RATES  CREEP  UP... 

Short-  and  long-term  yields,  in  percent 

Maturity 

Sept.  '94 

Feb.  '95* 

Sept.  '95* 

U.S. 

3 -month 

4.89% 

5.50% 

6.00% 

1 0-year 

7.23 

8.00 

7.75 

BRITAIN 

3-month 

5.38 

5.90 

6.40 

10-year 

8.51 

8.40 

8.50 

GERMANY  3-month 

4.93 

4.60 

4.60 

1 0-year 

7.05 

6.90 

7.00 

JAPAN 

3-month 

2.34 

2.70 

3.30 

1 0-year 

4.65 

5.00 

5.10 

OAIA:  MERRILL  LYNCH  &  CO. 

'Estimates 

...EVEN  WITH  MODEST  INFLATION 

Consumer  prices,  percent  change 

1993 

1994* 

1995* 

EUROPE 

3.1% 

3.0% 

3.2% 

U.S. 

3.0 

2.7 

3.2 

JAPAN 

1.3 

0.6 

0.7 

DATA:  CS  ECONOMIC  RESEARCH 

"Estimates 

says  Tom  Lampl,  managing  director  of 
Central  Europe  Trust. 

Still,  the  need  among  developing  na- 
tions for  infrastructure,  from  ports  to 
power  plants,  is  immense:  Some  esti- 
mates put  the  total  tab  for  the  next 
decade  at  $1  trillion.  That  could  over- 
whelm the  bond  markets,  particularly 
for  countries  that  are  years  from  reach- 
ing investment-grade  status.  "You  can't 
pay  for  a  power  plant  with  the  seven-  or 
eight-year  financing  most  banks  offer," 
says  Anthony  R.  H.  Bottrill,  deputy  man- 
aging director  of  the  Washington-based 
Institute  of  International  Finance. 
benchmark.  So  financiers  must  find 
ways  to  help  developing  nations  build 
bond  markets  that  stretch  maturities. 
The  World  Bank  recently  provided  an 
unusual  "put  option"  that  guarantees  in- 
vestors the  full  return  of  principal  at 
maturity  of  a  15-year  bond  issued 
by  a  Philippine  utility,  National 
Power  Corp.  With  this  guaran- 
tee in  hand,  Morgan  Stanley  & 
Co.  and  Salomon  Brothers  was 
able  to  raise  $100  million  at  a 
rate  close  to  that  of  another  Na- 
tional Power  obligation,  a  10-year 
note  backed  by  the  Philippine 
government.  "You  establish  a 
benchmark  so  markets  can  start 
making  their  own  judgments," 
says  Gary  L.  Perlin,  the  World 
Bank's  director  of  financial-sec- 
tor development. 

The  pace  at  which  capitalism 
has  rolled  through  developing 
economies  is  breathtaking.  It's 
easy  to  forget  that  as  recently 
as  a  decade  ago,  only  1  billion  of 
the  world's  citizens  were  playing 
by  capitalist  rules.  Today,  three 
times  that  number  have  been 
brought  into  the  game.  No  won- 
der there's  an  unprecedented  de- 
mand for  money.  But  with  opti- 
mism spreading  about  the 
prospects  for  the  global  economy 
and  creative  solutions  taking  hold 
for  overcoming  investment  bar- 
riers, lenders  and  borrowers  from 
London  to  Lima  are  finding  that 
they  can  do  business  with  each 
other. 

By  Dean  Foust  in  Washington, 
■with  Karen  Lotvry  Miller  in  Bonn, 
Bill  Javetski  in  Paris,  and  bureau 
reports 
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426-5494,  or  write  Business  Week  Reprints, 
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'FOR  ONCE,  WE'RE  ALL  IN  SYNC. 
IT'S  A  WORLDWIDE  UPSWING' 


m 


George  Soros  and  his  chief  trader,  Stanley  Druckenmiller,  assess  the  world's  financial  future 


A  grin  spreads  across  George  Soros' 
tanned  face  as  the  legendary  investor  says 
that  "amateurs  like  us"  can't  be  expected 
to  know  where  the  world's  financial  mar- 
kets will  go  this  fall  Indeed,  since  So- 
ros' Quantum  group  of  funds  lost  $600 
million  on  Valentine's  Day  after  making  a 
wrong  bet  on  Japan's  currency,  stock,  and 
bond  markets,  Soros  might  be  understand- 
ably wary  of  taking  any  risks  at  all  right 
now.  Yet  the  64-year-old  head  of  Soros 
Fund  Management  is  hardly  holding  back. 
With  financial  markets  establishing  firm- 
er footholds  in  the  former  communist  bloc, 
Soros  has  rec<  ntly  begun  moving  cash 
into  Russia  and  Eastern  Europe.  He  has 
set  up  another  fu<  <l  to  invest  in  power 
plants  and  other  projects  across  the  devel- 
oping world. 

Over  grapefruit,  pastries,  and  coffee 
in  his  apartment  overlooking  Manhattan's 
Central  Park,  Soros  end  his  managing 
director  and  chief  trader,  Stanley  Druck- 


enmiller, discussed  the  outlook  for 
global  markets  with  Assistant 
Managing  Editor  Robert  J.  Doubl- 
ing, Senior-  Writer  William.  Glas- 
gall,  and  International  Finance 
Editor  Joan  Warner. 

Are  we  entering  a  period  of  ris- 
ing interest  rates  worldwide? 

SOROS:  Yes.  I  think  we  are. 


44  The  Federal  Reserve  has 
erred  by  keeping  interest  rates 
too  low  too  long  jj 

-  GEORGE  SOROS 

Soros  Fund  Management,  Presidei 


BS 
tl 


Does  that  mean  the  time  of  falling  interest 
rates  in  Germany  is  over? 

SOROS:  Not  necessarily.  The  Germans 
have  stopped  lowering  rates  at  too  high 
a  level  relative  to  where  we  are  in  the 
U.  S.  There  is  stil!  room  for  one  more 
easing  action  after  a  few  months. 

DRUCKENMILLER:  I  wouldn't  agree  with 
that.  They're  probably  done  with  their 


easing.  They'll  probably  sit  a  while.  If  i 
had  to  guess,  I  would  say  that  the  nej  w 
move  would  be  up,  not  down. 

Mr.  Soros,  last  year  you  said  the  Ge  e 
man  mark  was  overvalued.  Is  that  still  tl  I 
case? 

SOROS:  I  said  at  the  time  that  the  mar 
was  going  to  fall  because  the  Bunde: 
bank  had  overstayed  its  course  of  hig 
interest  rates.  The  economy  was  weal 
and  a  weak  economy  leads  to  a  wea 
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icy.  Now,  a  year  later,  the  econo- 
1  Germany  is  strong.  In  spite  of 
gh  value  of  the  mark,  exports  are 
ig  up.  The  U.  S.  economy  is  also 
strong— stronger  than  the  German 
my.  The  Bundesbank  has  gone  out 

way  to  ensure  the  value  of  the 
by  following  a  very  restrictive  pol- 
ld  has  erred  by  lowering  interest 
too  late  and  perhaps  too  little.  The 
al  Reserve  has  erred  by  keeping 
st  rates  too  low  too  long.  You  have 
•arity  on  interest  rates  that  would 

the  mark  and  a  disparity  on 
h  that  would  favor  the  dollar.  Is  it 
mic  activity  or  interest-rate  policy? 
;new  the  answer,  I  would  take  a 
r  position. 

did  your  Japanese  losses  teach  you 
the  currency  market? 

!■:  That  this  is  a  time  which  is  not 
ularly  rewarding  for  currency  spec- 
n.  The  tensions  that  were  there 
le  past  two  or  three  years,  the 
imbalances  that  lead  to  large  cur- 
movements,  are  not  currently 
The  biggest  unresolved  problem  is 
pan— the  war  of  words  [with  the 
over  the  balance  of  payments  sur- 
We  think  it  will  be  resolved,  be- 
it  makes  a  lot  of  sense  to  resolve 
iat  is  where  we  have  erred  since 
^ginning  of  the  year.  We  thought  it 
I  be  resolved  sooner,  rather  than 
Funnily  enough,  we  still  think  ex- 
the  same  thing. 

dollar  undervalued  against  the  yen? 

KENMILLER:  In  terms  of  purchas- 
ower,  it  is.  When  the  Japanese 
imy  picks  up,  which  we  think  it 
and  when  our  consumption  slows 

over  the  next  year  or  two,  that 
>e  the  biggest  chance  to  dent  the 

imbalance.  But  even  then,  we're 
oing  back  to  neutral.  How  under  - 
d  can  [the  dollar]  be  if  Japan  con- 
5  to  run  surpluses? 

is  your  outlook  for  the  U.  S.  ? 

KENMILLER:  We  just  don't  think 
short  rates,  with  loan  demand 
ing,  are  enough  to  murder  the 
my.  We  seem  to  be  having  a  great 
;  in  September.  Pricing  looks 
ger  than  we  read  about,  and  vol- 
doesn't  look  bad.  Housing  is  long 
ts  peak,  but  it  seems  to  have  stabi- 
It  has  a  very  long  lead,  and  once 
jet  it  going,  you  don't  need  it  [to 
up  growth]. 

■  global  recovery  sustainable? 

3:  Yes.  For  once,  we're  all  in  sync. 


The  recovery  in  Europe  is  somewhat 
anemic,  but  it's  there.  The  [Asian]  ti- 
gers and  Latin  America  are  also  strong. 
It's  a  worldwide  upswing.  If  properly 
managed,  it  could  have  a  long  way  to 
go.  You  certainly  won't  have  a  straight 
line  of  growth.  We  could  even  have  a 
bit  of  a  growth  recession.  But  if  it's 
not  too  severe,  we  could  have  another 
go  at  the  upside. 


Do  you  see  price 
pressures  now? 

DRUCKENMILLER: 


There  are  shortages   have  to  aSSUITie  that  Wage 

out  there:  chemicals, 


paper,  aluminum, 
copper.  I  have  read 
that  wages  aren't  go- 
ing up  yet,  but  I'm 
a  little  bit  skeptical. 
Until  proven  other- 
wise, I  have  to  as- 
sume that  wage 
pressures  will  kick 
in  in  the  next  three 
to  six  months. 

Will  U.  S.  long-term 
interest  rates  rise  as 
high  as  10%,  as  some 
have  predicted? 


SOROS:  We  don't  rule 
that  out,  but  we 
don't  think  it's  a  re- 
alistic prospect.  Fi- 
nancial markets 
have  an  allergic  re- 
action to  inflation. 
It's  more  conceivable 
that  the  long  bonds 
would  go  to  10% 
than  inflation  would 
go  to  7%-and  I 
would  definitely  rule  out  inflation  at  7% 
in  the  next  few  years  because  interest 
rates  would  preempt  such  a  move.  If 
you  had  the  prospect  of  a  weaker  dollar, 
you  would  also  have  a  greater  chance  of 
higher  interest  rates.  But  in  the  pre- 
sent environment,  where  the  [Clinton] 
Administration  has  had  a  change  of 
heart  on  its  attitude  toward  the  dollar,  I 
would  rule  that  out. 

Why  are  you  moving  into  direct  invest- 
ments in  power  plants  and  other  ven- 
tures? 

SOROS:  We  believe  there  is  now  a  great- 
er return  in  the  real  world  than  in  the 
financial  world,  and  we  are  moving  ac- 
cordingly. We  are  taking  some  of  our 
financial  capital  and  putting  it  into  the 
real  world.  There  are  great  returns  to 
be  had  in  investments  in  the  real  econo- 
my, particularly  in  emerging  markets. 


We  find  that  most  of  our  investments 
are  going  in  that  direction. 

You  recently  called  Russian  President 
Boris  Yeltsin  "a  spent  force. "  Is  the  same 
true  for  his  country's  economy? 

SOROS:  I  was  hoping  to  see  an  orderly 
transition  to  an  open  society,  a  market- 
oriented  democratic  system  based  on 
the  rule  of  law.  That  attempt  has  basi- 
cally failed.  But 
you  do  have  the 
emergence  of  a 
new  system:  rob- 
ber capitalism.  It  is 
very  raw  and  ugly, 
but  is  a  very  vital, 
self-organizing  sys- 
tem. It  can  suc- 
ceed. There  are 
now  economic 
interests  that 
know  how  to  de- 
fend themselves. 


U  Until  proven  otherwise,  I 


pressures  will  kick  in  in  the 
next  three  to  six  months  j j 

-  STANLEY  DRUCKENMILLER 

Soros  Fund  Management, 
Managing  Director 


You  have  tremendous  natural  resources 
in  Russia  in  which  it  is  worthwhile  to  in- 
vest. You  could  have  new  growth  to  off- 
set the  continuing  decay  of  the  old.  But 
the  system  is  creating  a  tremendous 
sense  of  social  injustice  and  a  decline 
in  civilized  values.  There  is  a  great  and 
pervasive  sense  of  corruption.  There  is  a 
grave  danger  that  the  sense  of  frustra- 
tion and  disorientation  will  lead  to  a  po- 
litical backlash  and  a  xenophobic,  na- 
tionalistic mood.  To  contain  the  growing 
resentment,  two  things  need  to  be  done. 
One  is  to  sustain  cultural  and  intellectu- 
al life,  which  is  very  important  to  the 
sense  of  identity  of  Russians.  This  is 
what  my  foundation  is  seeking  to  ac- 
complish. But  more  important,  you  need 
to  provide  a  social  safety  net  for  the 
large  masses  who  are  very  badly  hurt. 
This  is  where  the  International  Mone- 
tary Fund  and  World  Bank  can  play  an 
important  role. 


EPORT 
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Thousands  Of  Companies  Depend  On  Microsoft 
ro  Run  Their  Businesses.  Did  You  Ever  Wonder  Who 
Microsoft  Depends  On  To  Run  Theirs? 


As  one  of  the  largest  developers  of  software 
in  the  world,  with  hundreds  of  thousands  of  custom- 
ers around  the  globe,  there's  just  one  thing  about 
Microsoft  that  people  sometimes  overlook:  That 
they've  got  a  business  to  run  too. 

A  business  with  people  who  need  constant 
(and  instant)  access  to  crucial  information-like 
customer  service  records  and  problem /solution 
databases.  And  a  Microsoft*  Windows  NT™  Server 
network  that  not  only  serves  their  headquarters  near 
Seattle  but  all  of  their  offices  around  the  world.  So 
they  need  to  have  server  systems  they  can  count  on. 
Which  is  why  they  rely  on  Compaq. 
Because  Compaq  provides  reliable  servers  that 
keep  running.  Servers  that  allow  you  to  configure 


Microsoft  Windows  NT  Server  simply  and  easily 
with  one  CD.  And  Compaq  has  servers  that  come 
with  Insight  Manager,  which  is  a  specially  designed 
Compaq  technology  that  manages  over  800  key 
server  elements  and  warns  you  about  potential 
problems.  Before  they  become  real  ones. 

And  because  they're  Compaq  servers,  each  one 
is  backed  by  our  three-year  on-site  warranty' and 
our  7  day  a  week,  24-hour  technical  support  line. 

So  if  you're  looking  for  a  powerful  and  reliable 
system  to  help  you  run  your  business,  give  us  a  call 
at  1-800-664-9888.  But  do  yourself  a  favor,  don't 
just  take  our  word  for  it.  Ask  around. 

COMPAQ 
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Commentary/by  Paul  Magnusson 


THE  IMF  SHOULD  LOOK  FORWARD.  HOT  BACK 


10 


For  a  lesson  in  survival,  there's 
nothing  like  a  bureaucracy  in 
search  of  a  mission.  When  the 
Salk  vaccine  wiped  out  polio  in  the 
1950s,  the  March  of  Dimes— founded 
to  combat  the  dread  childhood  dis- 
ease—didn't simply  fold  its  tents.  In- 
stead, it  went  looking  for  new  diseases 
to  conquer.  Today,  an  expanded  March 
raises  money  to  fight  birth  defects. 

Similarly,  the  International  Mone- 
tary Fund  didn't  just  wither  away  in 
1973  when  its  purpose— administering 
the  system  of  rigid  currency  controls- 
was  abandoned  along 
with  the  gold  standard. 
Instead,  the  IMF  as- 
sumed a  "surveillance" 
role  in  the  currency 
markets  and  began  du- 
plicating functions  of 
its  sister  agency,  the 
World  Bank.  Now,  ap- 
proaching its  annual 
meeting  in  October  in 
Madrid,  the  IMF  is  try- 
ing to  reinvent  itself 
with  a  return  to  tight- 
er controls  on  the 
international  currency 
markets. 

That's  a  bad  idea.  There  is  nothing 
wrong  with  the  $1  trillion-a-day  cur- 
rency-exchange system  that  could  be 
fixed  by  a  secretive  group  of  experts 
beyond  the  reach  of  voters  and  the 
discipline  of  the  marketplace.  In  fact, 
it's  only  by  coincidence  that  the  issue 
of  a  new  role  for  the  IMF  is  being 
raised.  Washington  considered  the  50th 
anniversary  of  the  conference  at  Bret- 
ton  Woods— which  created  the  IMF  and 
the  World  Bank— far  too  momentous 
an  occasion  to  ignore.  So  a  blue-rib- 
bon commission  of  international  finan- 
ciers was  established  to  reexamine  the 
IMF's  function.  Headed  by  former  Fed 
eral  Reserve  Chairman  Paul  A.  Volck- 
er,  the  group  came  to  this  conclusion: 
"The  IMF  should  be  given  a  central 
role"  in  persuading  governments  to 
"achieve  greater  economic  conver- 
gence ...  In  time,  the  system  might  in- 
clude commitments  to  flexible  exchange 
rate  bands." 

Relative  currency  stability  may  be  a 
worthwhile  goal.  But  returning  the  IMF 
to  its  initial  role  is  neither  possible  nor 
desirable.  Today,  computers  trade  bil- 


lions of  dollars  at  the  speed  of  light, 
with  currency  prices  determined  by  sup- 
ply and  demand.  The  resulting  volatility 
may  give  long-term  business  planners 
headaches,  but  it  arguably  reflects  the 
fair  value  of  nations'  legal  tender  based 
on  the  fundamentals  of  growth,  infla- 
tion, and  interest  rates.  The  IMF  "is 
really  a  dinosaur  from  World  War  II, 
when  it  looked  like  international  institu- 
tions were  necessary  to  make  sure  the 
world  didn't  fall  back  into  chaos,"  says 
Judy  Shelton,  a  senior  research  fellow 
at  the  Hoover  Institution. 


THE 

VOLATILITY 
EXPLOSION 


MONTHLY  PERCENT  CHANGE  IN  ■ 
GERMAN  MARK/US.  DOLLAR 
EXCHANGE  RATE 
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DATA'  CHARLES  W.  SMITHSON,  CHASE  MANHATTAN  BANK 


That  assessment  is  on  the  harsh 
side.  After  all,  the  IMF  has  successfully 
helped  to  deal  with  a  variety  of  interna- 
tional financial  crises,  from  the  collapse 
of  the  European  colonial  system  to  the 
oil  shocks  of  the  1970s  and  the  Third 
World  debt  crisis  of  the  1980s.  The  IMF 
is  still  needed  to  provide  short-term  fi- 
nancing to  governments  struggling  to 
pay  current-account  debts.  And  its  ex- 
perts are  helpful  in  establishing  free 
markets  in  Eastern  Europe. 

UNSUSTAINABLE  COURSE.  Yet,  with  the 

dollar  floating  in  cyberspace,  and  the 
yen  and  mark  growing  as  world  re- 
serve currencies,  volatility,  uncertain- 
ty, and  speculation  have  become  facts 
of  life  (chart).  The  days  when  institu- 
tions could  have  anything  more  than  a 
short-term  effect  on  currency  values 
are  long  gone.  Nor  would  returning 
to  a  system  of  fixed  rates  necessarily 
be  an  improvement.  "If  you  get  the 
exchange  rate  wrong,  then  you  are 
going  to  run  into  enormous  trouble," 
warns  economist  John  Williamson  at 
Washington's  Institute  for  Internation- 
al Economics. 


Unwieldy  as  it  may  be,  the  modei 
currency  market  exerts  its  own  disc 
pline  on  governments  by  punishir 
them  for  foolhardy  policy  decision 
For  example,  it  may  be  Japanese  po 
cy  to  consistently  run  a  current-a 
count  surplus  with  the  U.  S.  and  tit 
rest  of  the  world.  But  doing  so  in  tr 
face  of  a  relentlessly  strengthening  ye 
that  makes  Japanese  exports  ev<j 
more  expensive  is  an  unsustainab 
course.  Eventually,  export  volume  wj 
fall  fast  enough  to  cut  the  yen  value 
overseas  sales.  Similarly,  if  the  Cli;j 
ton  Administration  co; 
tinues  to  rely  on 
weakening  dollar  to  dij 
cipline  the  Japanes 
the  U.  S.  economy  w 
suffer  from  higher  infl 
tion  and  interest  rate; 

Even  the  IMF  hasnj 
managed  to  persuac 
industrialized  nations 
institute  such  reforn 
as  trimming  budget  dcj 
icits  or  adjusting  intel 
est  rates.  Rampagirl 
inflation    or  marM 
crashes  capture  govern- 
ment policymakers'  ai 
tention  much  faster.  And  lately,  til 
IMF's  Dutch  uncle  role  has  largely  bee: 
assumed  by  the  Group  of  Seven  sur 
mit— the  annual  meeting  of  leadeig 
from  the  world's  biggest  industrialize! 
nations.  Presidents  and  prime  minis; 
ters,  it  turns  out,  are  far  better  at  d 
termining  what  reforms  their  countri< 
are  able  to  undertake  and  what  a 
tions  domestic  politics  rules  out.  Thuj 
one  sensible  mission  for  the  IMF  wou 
be  to  serve  as  a  permanent  staff  f(j 
the  G-7.  "The  IMF  is  filled  with  vei, 
smart  technocrats  who  are  not  in 
position  to  make  overriding  politic  f 
judgments,"  says  Harvard  Universit 
economist  Richard  N.  Cooper. 

Even  with  the  end  of  the  cold  wa 
the  triumph  of  capitalism,  and  tl 
death  of  currency  controls,  the  IMF  h; 
work  to  do.  And  unlike  the  March  i 
Dimes,  the  fund  shouldn't  be  lookir 
for  new  monetary  diseases.  Currencj 
volatility  is  the  price  of  a  free  ma! 
ket,  not  a  condition  to  be  cured. 
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Correspondent  Magnusson  covers  ec 
nomic  policy  from  Washington. 
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What's  the  Sound  of  a  Phone  Not  Ringing? 


TEXT  Our  F9600 
enables  multiple 
users  to  instantly 
exchange  documents, 
strategies  and  ideas 
without  sending 
f  axes  or  trans- 
ferring files. 


MAIL  The  Fujitsu 
Multimedia  Platform 
PBX  allows  you  to 
generate  and  trans- 
port multiple  types 
of  messages  so  you 
can  manage  your 
mail,  not  just 
access  it. 


IMAGE  Is  there 
data-intensive 
information  you 
want  to  access  from 
across  the  country? 
Our  multimedia 
network  will  let  you 
quickK  retrieve 
it  from  another 
location,  regardless 
i  il  li  ii  m.it 


BROADBAND 

With  our  ATM 
backbone  for  your 
broadband  network, 
you'll  be  able  to 
transfer  audio,  video 
and  data  applica- 
tions at  multi- 
gigabit-per-second 
speeds. 


VIDEO  Our  new 

ViewNet  5  Series'" 
videoconferencing 
system  allows 
managers  to  huddle 
.it  a  moment's  notice, 
sav  ing  thousands  on 
travel  and  loss-of- 
work-hour  c< >sis. 


If  it's  the  Fujitsu  F9600  Multimedia  Platform  PBX,  it's  the  sound  of  digital  information  silently 
it-streaming  its  way  to  desktops  around  the  country.  Our  F9600  Multimedia  Platform  PBX  can  transmit 
text,  voice  and  e-mail,  video,  graphics,  audio  —  the  works  —  to  anyone  you  select.  Anytime.  Anywhere. 
It's  all  part  of  our  strategy  to  provide  your  enterprise  with  the  future  —  networks  that  enable  your 
people  to  share  all  kinds  of  information  to  get  more  work  done.  Intuitively,  instantly,  intelligently. 
For  a  White  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 
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INVESTMENT  MANAGEMENT  I 


DANGEROUS 
LIAISONS 


"Soft  dollars"  pervade  Wall  Street — and  may  hurt  investors 


Last  year,  bmig  Inc.  offered  Twenti- 
eth Century  Mutual  Funds  the  Wall 
Street  equivalent  of  frequent-flier 
miles.  The  Atlanta  consultant  told  Twen- 
tieth Century  that  if  it  steered  some  of 
its  stock  trading  business  to  an  affiliated 
Wall  Street  broker,  the  $27  billion  mutu- 
al-fund group  could  have  their  pick  of 
some  400  services  for  free. 

The  services,  which  ranged  from  in- 
vestment research  to  payment  for  a  $3 
million  computer  upgrade  for  the  trading 
room,  would  be  paid  for  by  what  the 
Street  calls  "soft  dollars."  Under  this 
widespread  practice,  brokers  effectively 
grant  money  man- 


agers rebates  by 
allowing  them  to 
allocate  a  portion 
of  the  commissions 
they  pay  when  they 
trade  securities  to 
purchase  services 


The  practice  is  rife  with 
conflicts  of  interest" 

—  HAROLD  S.  BRADLEY 

Head  Trader, 

Twentieth  Century  Mutual  Funds 


from  outside  vendors.  According  to 
Greenwich  Associates,  at  least  one-third 
of  the  $2.4  billion  in  brokerage  commis- 
sions spent  annually  by  money  managers 
is  converted  into  soft  dollars.  Some  mon- 
ey managers  believe  the  total  is  more 
than  $1  billion  and  expanding  every 
year.  "The  services  available  have  grown 
exponentially,"  says  Theodore  R.  Aron- 
son,  a  partner  at  the  Philadelphia  money 
manager  Aronson  &  Fogler. 

But  as  the  practice— which  goes  back 
at  least  to  the  1970s— has  grown,  so  has 
the  controversy  surrounding  it.  Mutu- 
al-fund shareholders  and  pension  partic- 
ipants are  generally 
unaware  that  invest- 
ment managers  can 
reap  big  benefits  at 
investors'  expense. 

A  Securities  & 
Exchange  Commis- 
sion   rule  permits 


fund  managers  to  use  soft  dollars 
anything  that  "assists  them  in  the  dft 
sion-making  process,"  such  as  reseam 
reports  which  tend  to  benefit  invest*: 
The  SEC  also  accepts  use  of  soft  doll» 
for  such  fund  expenses  as  custodial  & 
vices  and  recordkeeping.  But  over  tifis 
many  managers  have  stretched  thi> 
boundaries  to  such  services  as  comwti 
ers  and  cellular  phones  that  don't  m 
rectly  benefit  investors. 

Even  when  fund  managers  use  m 
dollars  to  pay  for  legitimate  fund  I; 
penses,  the  payments  do  not  show  u]B 
an  expense  of  the  fund  but  are  rat m 
recorded  as  part  of  the  price  of  theK 
curities  that  the  fund  buys.  As  a  res« 
the  fund's  expense  ratio,  a  key  consiAi 
ation  for  many  investors,  will  appp 
lower  than  it  really  is. 

What's  more,  investors  may  be  huJr 
money  managers  choose  a  broker  tit 
offers  the  best  catalog  of  goodies  at 
not  necessarily  the  lowest  broker* 
commissions  or  best  executions 
trades.  "The  practice  is  rife  with  <m 
flicts  of  interest,"  says  Harold  S.  Bi& 
ley,  Twentieth  Century's  head  trade! 
disclosure  rules?  That  concern  m 
Kansas  City  (Mo.)-based  Twentieth  (* 
tury  to  refuse  all  soft-dollar  offers,  f 
deed,  the  fund  has  been  fighting  qu 
tionable  soft-dollar  practices  for  yesj 
and  it  has  been  a  lonely  battle— t 
now.  The  appointment  of  Arthur  Lej 
Jr.  as  chairman  of  the  SEC  has  vai 
improved  the  prospects  for  regulat 


THE  SOFT-DOS 
CONTROVERSY! 


"Soft  dollars"  are  re 
bates.  When  a  mone\ 
manager  pays  a  broi 
commissions  to  buy  c  I 
sell  securities,  the  brc  $ 
in  return  will  often  all  * 
the  manager  to  alloa  \ 
a  portion  of  those  do  9 
to  pay  for  a  wide  var% 
of  services. 
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res  in  the  soft-dollar  system, 
loesn't  feel  right  or  smell 
says  Levitt.  A  strong  ad- 
,e  for  the  individual  investor, 
t  has  even  suggested  banning 
iollars  entirely.  But  the  prac- 
3  so  prevalent  that  no  one  be- 
5  that's  feasible.  At  least  for 
iear  term,  new  disclosure  re- 
ments,  which  the  agency  pro- 
1  in  August,  are  more  likely, 
ft-dollar  supporters  say  the 
Eits  outweigh  isolated  prob- 

They  argue  that  research  ob- 
d  via  soft  dollars  augments 
use  research,  which  helps  in- 
rs.  Some  material  comes  from 

boutiques,  which  "only  get  paid 
igh  soft  dollars  and  couldn't  stay 
siness  otherwise,"  says  Howard  J. 
artz,  president  and  CEO  of  Lynch, 
;  &  Ryan  Inc.,  a  soft-dollar  broker, 
a  typical  soft-dollar  arrangement,  a 
y  manager  agrees  to  direct  orders 
isignated  brokers  at  a  commission 
of,  say,  the  current  average  of  6<P  a 
',.  Typically,  the  money  manager  or 
gets  $1  of  free  services  for  every 

in  commissions. 

ich  of  the  soft-dollar  money  goes 
ivestment  research.  Twentieth  Cen- 
3  Bradley  received  a  list  of  581  ser- 
,  available  through  a  Wall  Street 
ivage,  which  included  investment 
rch  from  Standard  &  Poor's,  a  unit 
cGraw-Hill  Inc.,  which  also  owns 
JESS  WEEK.  Subscriptions  to  BUSI- 
week,  The  Wall  Street  Journal,  and 
•  publications  are  also  available, 
t  other  services  on  the  list  were 


PS  

igt^B  ►  Soft-dollar  research 
may  enhance  investment 
returns,  which  benefits  mutual 
jnd  and  pension  investors 
dollar  payments  have  spawned 
ident  research  boutiques  that  pro- 
lovative  and  unique  research  not 
d  by  big  brokerage  firms 

►  Money  managers 
najf^P  may  be  getting  inves- 

^^rors  to  pay  expenses  that 
:ome  out  of  their  own  pockets 
ey  managers  may  select  brokers 
rasis  of  who  pays  the  largest  soft- 
ebates  instead  of  who  offers  the 
st  brokerage  rates  or  the  most  fa- 
trade  execution 

ing  costs  to  soft  dollars  may  dis- 
true  cost  of  running  a  mutual  fund 
is  mislead  investors 
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It  doesn't  feel  right  or 


smell  right 


—ARTHUR  LEVITT  JR. 

Chairman,  Securities  & 
Exchange  Commission 

questionable.  Among  the  "research"  pro- 
viders whose  services  could  be  paid  for 
with  soft  dollars:  a  Baltimore  office-sup- 
ply store  and  telephone  companies  in- 
cluding AT&T,  New  York  Telephone,  and 
Pacific  Bell.  There's  even  a  lawyer  and  a 
doctor  on  the  list  whose  bills  could  be 
paid  through  soft  dollars. 

Abuses  are  relatively  rare,  insists  Lee 
A.  Pickard,  a  former  SEC  official  and  a 
lawyer  representing  the  soft-dollar  lob- 
bying group,  Alliance  in  Support  of  Inde- 
pendent Research.  As  evidence,  he  notes 
that  the  SEC  has  gone  after  only  a  hand- 
ful of  firms  in  the  past  20  years. 
hard  lessons.  One  recent  SEC  audit  re- 
sulted in  an  enforcement  action  last  No- 
vember against  DeMarche  Associates 
Inc.,  an  Overland  Park  (Kan.)  consul- 
tant to  pension  funds  that  accepted  pay- 
ment in  cash  or  soft  dollars.  Regulators 
said  DeMarche  charged  twice  as  much 
for  soft-dollar  clients  as  it  did  for  cash 
customers.  The  firm  settled  allegations 
that  it  failed  to  disclose  adequately  its 
fees  without  admitting  or  denying  guilt. 
DeMarche  declined  comment. 

But  many  abuses  likely  go  undetect- 
ed. That's  because  the  sec  doesn't  have 
the  staff  to  audit  investment  advisers 
regularly.  While  mutual  funds  are  re- 
viewed often,  the  SEC's  examination  of 
Twentieth  Century's  investment  advis- 
er unit  last  year  was  the  first  in  35 
years,  says  general  counsel  William  M. 
Lyons. 

Yet  if  the  DeMarche  case  is  in  any 
way  typical,  it  means  investors  are  get- 
ting hull.  And  it's  virtually  impossible  to 
ferret  out  how  much,  because  commis- 
sions are  not  broken  out.  If  a  fund  buys 
$1  million  in  stock  and  pays  $2,500  in 
commissions,  the  fund's  cost  of  the  stock 
is  listed  in  reports  as  $1,002,500.  Current 


practices  make  it  nearly  impossible 
to  detect  if  the  fund  is  paying 
higher  commissions  or  accepting  a 
less  favorable  price  to  earn  soft 
dollars. 

Mutual  funds  aren't  the  only  tar- 
get of  soft-dollar  scrutiny.  Now, 
pension  plans  are  striking  deals 
with  brokers.  Pension-fund  manag- 
ers can  buy  anything  with  soft  dol- 
lars that  aids  a  plan's  beneficiaries, 
such  as  services  of  actuaries,  trus- 
tees, and  consultants.  But  plan 
sponsors  are  getting  other  free- 
bies,  including  computers  and  even 
cash  rebates.  John  Keane,  adminis- 
trator of  the  $500  million  Jackson- 
ville (Fla.)  Police  &  Fire  Pension  Fund, 
says  his  fund  gets  a  cash  rebate  through 
certain  brokers,  including  Lynch,  Jones 
&  Ryan.  Since  1987,  more  than  $700,000 
in  rebates  have  been  used  to  pay  for 
the  fund's  administrative  building  and 
a  big  chunk  of  operating  expenses. 
"There's  nothing  soft  about  getting  a 
check  each  month,"  Keane  gushes. 
more  scrutiny.  Not  all  pension  fund  ex- 
ecutives share  Keane's  enthusiasm.  Cash 
expenditures  are  far  easier  to  monitor. 
"Soft  dollars  are  the  dirty  little  secret  in 
our  industry,"  says  M.  Steve  Yoakum, 
executive  secretary  of  the  Public  School 
Retirement  System  of  Missouri. 

What  worries  investor  watchdogs  the 
most  is  that  mutual  funds  and  pension 
plans  may  receive  inferior  trade  execu- 
tion from  firms  that  offer  big  soft  dol- 
lars. "Funds  may  cut  commissions  to  30, 
but  pay  12.5<P  more  for  stock  than  they 
should  have,"  says  Paul  G.  Haaga  Jr., 
senior  vice-president  of  Los  Angeles- 
based  Capital  Research  &  Management 
Co.,  which  manages  26  mutual  funds 
with  $70  billion  in  assets  in  the  Ameri- 
can Funds  Group. 

Given  rumblings  in  Washington  these 
days,  the  industry  is  girding  for  more 
scrutiny  of  soft-dollar  practices.  Repre- 
sentative Edward  J.  Markey  (D-Mass.) 
has  been  pushing  for  more  regulatory 
control.  And  after  receiving  comments 
on  its  August  proposal,  the  sec  is  ex- 
pected to  require  mutual  funds  to  pub- 
lish soft-dollar  expenses  in  prospectuses. 
The  Vanguard  Group,  for  one,  is  begin- 
ning to  disclose  that  information  in 
shareholder  reports.  The  comments  will 
guide  the  agency  in  seeking  broad  new 
disclosure  of  soft-dollar  practices  of  mon- 
ey managers  and  brokers. 

Disclosure  is  only  a  mild  first  step  in 
dealing  with  soft-dollar  problems.  Yet  if 
investors  start  paying  attention  to  the 
money  involved,  they  might  over  time 
start  demanding  that  they,  not  the  man- 
agers, reap  more  of  the  benefits  of  the 
soft-dollar  gravy  train.  If  so,  Wall  Street 
would  never  be  the  same. 

By  Michael  Schroeder  in  Washington 
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COMMODITIES  I 


THE  FUTURES  FUND 
THAT  GOT  AWAY 

Missing:  Its  president — and  $60  million 


When  his  shares  in  IBM  and 
Glaxo  Holdings  PLC  tanked 
earlier  this  year,  pro  golfer 
James  P.  King  thought  he  had  found 
the  perfect  solution:  cash  in  his  stock 
portfolio  and  invest  in  a  commodity  fund 
that  had  been  posting  annual  gains  of 
30%  to  50%.  His  best  friend,  who  had  in- 
vested in  the  fund  for  years,  swore  by 
Lake  States  Inc.  and  its  charismatic 
president,  Thomas  W.  Collins. 

On  June  3,  just  months  after  the  60- 
year-old  King  handed  over  his  $380,000 
life  savings,  Collins  left  his  suburban 
Chicago  home  and  never  returned.  Now, 
bankruptcy  and  civil  fraud  cases  pending 
in  federal  court  describe  Lake  States  as 
an  elaborate  scam,  costing  some  400  in- 
vestors as  much  as  $60  million.  The  law- 
suits allege  that  Collins,  46,  duped  a  lo- 
cal mayor,  a  police  chief,  an  anchorman, 
and  dozens  of  Greek  American  en- 
trepreneurs—all the  while  successfully 
fending  off  the  Commodity  Futures 
Trading  Commission,  the  government 
agency  responsible  for  regulating  com- 
modity firms.  In  court  documents,  he  is 
accused  of  running  a  Ponzi  scheme,  pay- 
ing out  "proceeds"  drawn  at  least  in 
part  from  the  money  of  new  investors. 
As  of  mid-September,  no  criminal 


charges  had  been  brought 
against  Collins  or  other  Lake 
States  officials.  But  the  CFTC 
has  filed  a  lawsuit  accusing 
him  and  a  brother,  Edward 
M.  Collins,  of  massive  fraud. 
Thomas  Collins  couldn't  be  reached  for 
comment.  Saying  he  is  the  target  of  a 
criminal  investigation,  the  brother  as- 
serted his  Fifth  Amendment  right  in  re- 
sponse to  the  civil  fraud  charges. 

The  episode,  as  documented  in  court 
filings,  raises  serious  questions  about 
the  CFTC's  ability  to  police  the  com- 
modities markets.  Some  AV>  years  before 
Collins  disappeared,  an  informant  tipped 
off  the  CFTC  about  suspicious  activity  at 
Lake  States.  Yet  agency  investigators 
got  nowhere  in  trying  to  bring  a  case. 
CFTC  enforcement  chief  Dennis  Klejna 
insists  that  "we  tried  everything  we 


Critics  say  CFTC 
investigators  were  lax; 
the  feds  say  investors 
wouldn't  help  them 


could  have."  Lake  States  was  very 
terprising  in  finding  ways  to  resist 
CFTC's  efforts  to  gather  evidence.  1 
critics  claim  that  the  CFTC— which 
dogged  by  a  reputation  for  lax  o\ 
sight— should  have  brought  char: 
years  ago.  "The  commission  had  no  i 
what  was  going  on,"  declares  Chie 
attorney  Mark  S.  Boyle,  who  repres* 
ed  Lake  States  investors  during 
agency's  probe.  When  King  learned  t 
he  had  invested  his  money  four  years 
ter  the  CFTC  launched  its  probe,  he  s; 
"that  made  me  sick.  That's  negligen< 
The  CFTC  got  wind  of  Collins  in  1 
when  an  informant  told  the  agency  t 
Lake  States  was  allegedly  violating  © 
modity  laws  by  distributing  false  sti 
ments  and  investing  customer  fui 
without  the  proper  license.  When  C 
investigators  questioned  Collins,  v 
didn't  have  the  license,  he  denied 
allegations. 

skimpy  statements.  Critics  say  the  c 
should  have  sought  an  injunction  fre 
ing  the  company's  assets,  on  the  the 
that  Lake  States  had  improperly  soli 
ed  funds  from  the  public.  Bank  reco 
obtained  by  the  CFTC  showed  that  L 
was  receiving  millions  of  doll 
from  outside  individuals.  ' 
you  had  to  do  is  walk  i 
the  office  to  know  [it]  \ 
trading  customer  mone 
contends  Arthur  W.  A 
mann,  a  Chicago  attori 
representing  Lake  States 
vestors.  The  CFTC  also  1 
records  showing  alleged  tr 
ing  irregularities.  But 
agency  needed  more  € 
dence,  Klejna  asserts. 
The  CFTC's  biggest  hurdle  was  g 
ting  Lake  States  customers  to  cooper 
with  its  investigation.  For  one  thi 
they  had  a  lot  of  confidence  in  Colli 
who  had  been  a  member  of  the  M 
America  Commodity  Exchange,  an  a: 
iate  of  the  Chicago  Board  of  Trade,  si 
1985.  His  firm's  bare-bones  monthly 
count  statements  showed  skyrocket 
returns.  By  the  time  Collins  vanished, 
vestors  thought  they  had  amassed  $< 
million,  according  to  the  bankrup 
trustee  in  the  case. 

Much  of  Lakes  States'  business 
lied  on  word  of  mouth.  The  firm  hos 
lavish  parties,  including  a  Christn 
bash  for  600  last  year  where  gue 
dined  on  filet  mignon  while  discuss 
their  fortunes.  Collins,  dapper  in  a  t 
edo,  impressed  the  crowd  with 
friendly  manner  and  devoted  family. 

Clients  went  along  with  Lake  Sta 
requests  that  they  refuse  to  help 
government.  "They  used  to  tell  ev 
body  to  keep  it  quiet,"  says  Dino  Ale 
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Risk  can  tear  at  the  corporate  fabric  if  it's  allowed 
to.  Since  there's  no  avoiding  risk,  you  need  a  financial 
partner  who  can  help  you  manage  it.  That's  Chemical. 

Bring  us  your  risk  problem.  We  are  active  in 
all  the  global  markets  so  we  have  the  knowledge 
and  expertise  it  takes  to  structure  exactly  the  right 
solution. 

If  we  don't  already  have  an  offsetting  structure 
we'll  soon  create  one.  We  can  devise  interest  rate 


swaps  and  options,  currency  swaps  and  options, 
commodity  products  and  equity  derivative  products. 

Chemical  can  work  with  you  as  banker,  advisor, 
and  trading  and  investment  partner,  anywhere  in 
the  world. 

The  more  we  help  you  manage  risk,  with  objec- 
tive advice  and  efficient  execution,  the  more  successful 
we  are  in  creating  an  association  that  benefits  us  both. 

Without  letting  risk  deter  you. 


%  Chemical 


Expect  more  from  us! 


1  1994  Chemical  Banking  Corporation 
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a  suburban  Chicago  restaurant  owner 
who  says  he  has  written  off  his  $25,000 
Lake  States  investment.  Adds  the  CFTC's 
Klejna:  "We  did  not  get  a  single  human 
being  willing  to  admit  they  had  a  com- 
modity investment  with  this  guy  until 
after  he  skipped  town.  If  people  had 
been  more  forthcoming,  we  would  have 
had  a  lawsuit  sooner." 

The  CFTC  was  thwarted  on  other 
fronts.  It  obtained  Lake  States'  account 
statements  from  a  Chicago-based  firm 
that  handled  its  trades.  But  Lake  States 


resisted  efforts  to  follow  up  on  suspi- 
cious activity  in  the  accounts.  The  CFTC 
had  to  fight  for  months  to  enforce  rou- 
tine subpoenas  of  bank  records. 
lost  TIME.  Despite  Lake  States'  tactics, 
critics  say  the  CFTC  should  have  brought 
a  case  early  on.  Even  a  modest  case 
could  have  undermined  investors'  confi: 
dence.  Instead,  the  agency  spent  two 
years  trying  to  obtain  income-tax 
records  from  Lake  States  officials,  an 
effort  rejected  by  an  appellate  court. 
An  additional  10  months  went  by  be- 


fore the  CFTC  finally  brought  a  casl 
May  19  based  on  technical  tradina 
regularities  as  much  as  eight  yearsT 
That  action  may  have  precipitated! 
disappearance  of  Collins  two  weeks  lJ 
This  sorry  saga  leaves  two  less 
for  investors.  One,  of  course,  is  tha 
an  opportunity  seems  too  good  to] 
true,  it  probably  is.  And  if  you  choosl 
ignore  the  first  lesson,  pay  special! 
tention  to  the  second:  Don't  couni 
the  government  to  protect  you. 

By  Greg  Burns  in  Chil 


CORPORATE  GOVERNANCE  I 


CALPERS'  NEW  CHIEF: 
SAME  FIRE,  LESS  FLASH 


Mild-mannered  Jim  Burton  means  to  keep  stockholders  stirred  up 


o  one  who  knows  him 
will  dispute  that  Jim 
Burton  has  chutzpah. 
A  few  years  ago,  Burton  gave 
his  boss,  Dale  Hanson,  then 
chief  executive  of  the  Califor- 
nia Public  Employees'  Retire- 
ment System  (CalPERS),  a 
book  for  Christmas.  The  sub- 
ject: how  to  lead.  Burton, 
who  has  held  senior  jobs  for 
an  assortment  of  California 
politicians,  including  former 
Governor  Jerry  Brown,  clear- 
ly has  his  own  ideas  on  the 
matter. 

Now,  the  43-year-old  Bur- 
ton will  have  a  chance  to  try 
them  out.  On  Sept.  16,  the 
CalPERS  board  named  Burton 
to  replace  Hanson  as  head  of 
the  powerful  $80  billion  fund. 
To  most  outsiders,  Burton  is  a  total  un- 
known. Soft-spoken  and  cerebral,  he 
seems  the  complete  opposite  of  the  ex- 
troverted and  sometimes  confrontational 
Hanson.  And  Burton's  appointment  has 
no  doubt  stirred  a  sigh  of  relief  in  cor- 
porate boardrooms  from  Boston  to  Los 
Angeles.  After  Hanson's  seven-year 
reign  of  terror  aimed  at  the  likes  of 
General  Motors  Corp.  and  Lockheed 
Corp.,  Burton  at  first  glance  seems  like 
a  bland  bureaucrat. 

BACKFIRE.  Burton  and  others  who  know 
him  say  otherwise.  He  vows  that 
CalPERS  will  remain  vigilant  in  its  self- 
appointed  job  of  stirring  up  shareholders 
wherever  corporate  directors  are  falling 
asleep  at  the  wheel.  "Corporate  gover- 
nance is  alive  and  well  at  CalPERS  and 


AS  CALPERS'  NO.  2,  BURTON  DID  MUCH  OF  THE  LEGWORK 


will  continue  unabated,"  insists  Burton. 
"It's  not  dependent  on  Dale  Hanson." 
After  Hanson  snagged  the  headlines, 
Burton  says  that  he  often  helped  set 
policy  and  work  out  negotiations  with 
companies.  "Dale  was  good  at  rattling 
cages,"  explains  Sarah  Teslik,  executive 
director  of  the  Council  of  Institutional  In- 
vestors, a  Washington-based  shareholder- 
rights  group.  But  she  adds:  "I  expect 
more,  not  less,  out  of  Jim." 

But  Burton  knows  he's  going  to  have 
to  take  a  more  subtle  approach  than  his 
charismatic  predecessor.  Hanson's  high- 
profile  activism  eventually  backfired 
when  the  CalPERS  board  publicly  worried 
in  1993  that  his  agitating  was  going  too 
far  at  the  expense  of  the  fund's  invest- 
ment performance.  "Dale  tended  to  shoot 
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from  the  hip  and  follow  his  instin 
says  DeWitt  Bowman,  former  Call 
chief  investment  officer.  "Jim  takes 
of  an  effort  to  scope  out  his  choices 

So  what  should  chief  executives 
investors  expect?  CalPERS  will  cont: 
its  practice  of  naming  the  10  worst 
porate  performers.  Although  he  say: 
will  employ  a  carrot  wherever  poss: 
he  is  quick  to  point  out  that  the  " 
fist"  of  shareholder  proposals  will  stil 
used  for  companies  "that  still  need 
kind  of  prompting." 
hired  GUN.  Unlike  Hanson,  Burton 
no  plans  to  jet  around  the  country 
sonally  confronting  recalcitrant  boa 
For  that,  he  has  a  hired  gun:  Sh 
Pressler,  formerly  McDonnell  Dou 
Corp.'s  tough,  intense  chief  investn 
officer,  who  last  spring  assumed 
same  title  at  CalPERS.  Pressler  is 
busy  arranging  trips  to  Europe 
Japan  to  bring  religion  to  board 
overseas  corporations,  where  a  gro\ 
portion  of  CalPERS'  assets  are  inves 
"She's  from  the  corporate  world, 
Burton.  "That  can  only  help  us." 

Burton's  world  is  strictly  Sacrame 
An  army  brat,  his  outlook  was  tr 
formed  attending  college  in  San  F 
cisco  at  the  height  of  the  antiwar  m 
ment  in  the  1960s.  He  eventually  bee 
Jerry  Brown's  deputy  chief  of  staf 
1982.  He  worked  closely  with  Califo 
Treasurer  Jesse  M.  Unruh  in  the  15 
as  a  finance  staffer,  sitting  in  for 
legendary  shareholder  activist 
CalPERS  board  meetings.  "I  bring 
own  credentials  to  corporate  go 
nance,"  says  Burton,  who  is  one  of 
more  plugged-in  players  in  the  s 
capitol.  His  wife,  Susanne,  a  former 
finance  staffer  for  Governor  Pete  Wil 
heads  a  pension  education  firm. 

Although  Burton  plans  to  stay  ou 
the  limelight  for  now,  Jonathan  Luk 
nik,  New  York  City's  deputy  contn 
who  has  worked  with  Burton,  says 
visible  doesn't  mean  less  effective.' 
make  sure  he  can  pull  that  off,  Bui 
might  want  to  reread  that  book  a! 
being  a  leader. 

By  Eric  Schine  in  Saeram 
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isy  to  see  how  the  new  Canofile  510  electronic  filing  system 
cs  up  to  ordinary  manual  filing.  But  how  well  does  it  stack 
other  electronic  systems?  So  beautifully,  we  hardly  know 
to  begin. 

act  is,  the  compact,  Canofile  510  is  the  fastest,  easiest 
nent  filing  system  of  its  kind.  With  just  the  stroke  of  a 
pen,  it  allows  you  to  scan — front  and 
back — a  quick  50  pages  per  minute.  All 
you  do  is  mark  the  appropriate  boxes 
on  our  easy-to-use  Canofile  Registration 
Sheet  then  sit  back  at  your  large,  tilt- 
screen  display  and  relax.  The  system 
automatically  does  the  rest, 
nd  you  never  have  to  worry  about  how  much  you  file, 
each  interchangeable  Canon  5.25"  Magneto  Optical  Disk::' 
ts  up  to  13,000  documents,**  there's  virtually  no  limit  to 
imber  of  documents  this  system  can  store. 
)f  course,  once  your  files  are  scanned  in,  the  Canofile  510 
rou  every  file-management  advantage  you  can  think  of.  Our 


ition  Sheets  make  filing 
mure  efficient 


File  or  retrieve  at  any  IBM  PC 
or  compatible 


Post  Indexing  feature  lets  you  file  documents  by  name,  number, 
date  or  any  combination.  It  allows  you  to 
retrieve  documents  in  an  instant,  view  them  in  full 
on  the  LCD  display,  even  copy  them  to  other 
disks.  Plus  when  the  Canofile  510  is  used  in 
p  tandem  with  the  Canon  Fileprint  300,  you 
can  make  eight  crisp,  clear  laser  printouts 
every  minute. 

The  Canofile  510  also  makes  sharing 
files  a  cinch  too.  Not  only  can  you 
index,  scan  and  view  documents  at 
the  system  itself,  but  at  any  office 
IBM'"1  PC  or  compatible  using  optional 
CFView"  and  CFIndex  "  software  (for 
Windows®)  and  an  external  Magneto 
Optical  Disk  DrivetThe  Canofile  510 
even  lets  you  retrieve  and  view  files  from  the  Canofile  250. 

Need  more  reasons  to  purchase  the  Canofile  510?  Call 
1-800-352-8333  ext.  280.  We've  got  tons  of  them. 


Choose  CFView  and  Cf Index 
software  for  Windows 


Diskfile  502M  sold  separately, 
■n  CCITT#1  Chan. 

Drive  5001S.  CFView  and  CFIndex  are  trademarks  of  Canon  Information 
..  All  other  trademarks  are  of  their  respective  corporations.  ©  1994  Canon  U.S.A.,  Inc. 
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BY  GENE  G.  MARCIAL 


THESE  SMALL-CAP 

PLUMS  ARE 

RIPE  FOR  PLUCKING 


Megamergers  are  back.  But 
don't  think  just  the  giants 
are  buyout  bait.  "In  health 
care,  hotels— or  media  and  entertain- 
ment—alluring takeover  bets  can  be 
found  among  small-cap  companies,"  ar- 
gues investment  ad\iser  Charles  La- 
Loggia.  Since  few  analysts  pay  atten- 
tion to  them,  small  companies  sell  far 
below  their  true  values,  he  notes.  And 
they're  low  in  price,  so  the  pool  of  po- 
tential buyers  is  large,  he  says. 

The  publisher  of  Special  Situatio7i 
Report.  LaLoggia  has  caught  some  big 
winners  among  his  small-cap  picks. 
They  include  ReLife,  which  got  a  S180 
million  offer  from  HealthSouth  Rehabil- 
itation on  Sept.  19.,  and  Optical  Radia- 
tion, which  agreed  in  July  to  be  ac- 
quired by  Benson  Eyecare. 

Two  current  LaLoggia  takeover 
bets— RoTech  Medical  and  Salick 
Health  Care— are  in  outpatient  health 
care,  and  a  third,  Microtel  Franchise  & 
Development,  owns  and  operates  low- 
cost  lodging.  All  three  of  them  are 
trading  close  to  their  all-time  highs, 
but  LaLoggia  is  convinced  they're  still 
way  undervalued. 

RoTech,  now  at  9.  has  a  takeover 
value  of  S32  to  S35  a  share,  figures 
LaLoggia,  who  notes  that  this  provider 
of  home  health-care  services  and  prod- 
ucts is  growing  at  30%  a  year.  Among 
other  things.  RoTech  furnishes  respira- 
tory care,  chemotherapy,  and  intrave- 
nous feeding  for  cancer  and  AIDS  pa- 
tients. LaLoggia  expects  a  major 
hospital  company  to  make  a  pass  at 
RoTech.  although  he  has  no  knowledge 
of  any  approach  so  far. 
i  million  patients.  Salick  Health,  oper- 
ator of  10  cancer-surgery  centers  and  9 
kidney-dialysis  clinics,  is  also  trading  on 
the  NASDAQ  at  about  9.  LaLoggia  puts 
its  buyout  value  at  S35  to  S40.  mainly 
because  he  thinks  that  Salick  will  treat 
1  million  patients  over  the  next  12 
months  and  perhaps  double  its  sales,  to 
S200  million.  The  leap,  he  says,  is  part- 
ly due  to  a  pact  signed  in  July  with 
Physician  Corp.  of  America,  a  Miami 
health-maintenance  organization,  to 
provide  cancer-treatment  services  to 
IUO.000  of  its  members.  Salick  sees  the 
deal  adding  S10  million  in  revenues. 
Microtel.  which  operates  12  motels 


LALOGGIA:  HEALTH-CARE  AND  MOTEL  PICKS 


with  small,  no-frills  rooms  priced  10% 
to  30%  below  the  cheapest  national 
chain,  has  been  growing  rapidly.  La- 
Loggia says  the  stock,  now  at  3^,  is 
worth  S13  to  S16  a  share  in  a  buyout. 
Microtel  expects  to  expand  to  30  or 
35  motels  by  the  end  of  1995.  It  is  ne- 
gotiating for  a  site  in  Biloxi,  Miss., 
near  the  dockside  casinos.  Richard 
Sands,  president  and  CEO  of  Canandai- 
gua  Wine,  has  a  7%  stake  in  Microtel. 


WAITING  FOR  A  CEO 
OPEN  TO  BIDS 


Something  is  astir  at  Shared  Med- 
ical Systems.  Reflecting  lacklust- 
er earnings,  the  stock  had  been 
languishing— until  recently.  Since  mid- 
August,  the  stock  has  been  on  the  rise, 
going  from  22  to  nearly  29— in  spite 
of  investors'  dissatisfaction. 

What's  cooking?  Up  to  now,  Chair- 
man and  CEO  R.  James  Macaleer  has 
been  unwilling  to  make  executives 
available  to  discuss  what  the  company 
was  doing  in  new  technology.  But  all 
that  is  changing.  According  to  a  New 
York  money  manager,  Macaleer  is 
ready  to  bow  to  pressure  from  some 
board  members  and  appoint  an  outsid- 
er to  act  as  co-CEO. 

When  that  happens,  "you'll  see  the 
stock  jump."  says  this  money  pro,  who 
thinks  Macaleer  has  blocked  attempts 
by  outsiders  to  bid  for  Shared  Medical. 
He  senses  Macaleer  is  finally  losing 
his  clout,  as  more  executives  start  to 
rebel.  One  big  investor  has  written  to 
Macaleer  and  the  board  complaining 
that  management  is  not  responsive  at 
all  to  shareholders'  concerns. 


A  new  CEO,  he  says,  could  imme< 
ately  open  the  door  to  the  compani 
he  believes  have  been  trying  to  ma 
a  merger  or  buyout  offer:  AT&T,  B 
Atlantic,  and  Electronic  Data  Systen 
Shared  Medical  provides  data-proce- 
ing  systems  to  more  than  600  hospit 
and  275  physician  groups  in  48  stau 
One  takeover  pro  puts  Shared  Me( 
cal's  buyout  value  at  S50  a  share. 


WHERE  S-K-l 

IS  GETTING  ITS  LIFT 


Skiing  has  been  ice-cold,  with  c 
erators  grousing  about  the  u 
impressive  turnout  last  ye£ 
They  aren't  anticipating  massi 
crowds  this  season,  either.  But  Prest 
Leete  Smith,  CEO  of  S-K-I  Ltd.,  t 
largest  publicly  traded  operator  in  t 
U.  S..  is  far  from  worried.  For  o; 
thing.  S-K-I's  stock  is  headed  uphill 
from  9  a  share  in  late  May  to  14.  A 
some  investors  believe  it  will  hit  ti 
20s  in  a  year. 

Part  of  the  optimism  is  due  to  t 
ascent  in  sales  and  earnings.  B 
there's  more:  Smith  has  been  acquiri 
properties,  which  should  push  rev 
nues  to  S130  million  soon.  S-K-I  post' 
sales  of  S98.9  million  for  the  vear  en 
ed  July  31,  1994. 

The  company,  which  owns  and  opt 
ates  Vermont's  Killington  and  M 
Snow  and  California's  Bear  Mountai 
has  agreed  to  acquire  a  controllii 
interest  in  Sugarloaf  Mountain,  who 
property  in  western  Maine  generau 
revenues  of  S17  million  in  1993.  S-E 
also  has  bought  Haystack  Ski  Area 
Vermont,  which  has  sales  of  S7  m 
lion.  "S-K-I  has  the  capital,  technolog 
and  management  to  buy  up  more  r 
sorts."  says  Peter  Schliemann  of  Dav 
L.  Babson  in  Boston,  which  owns  7 
of  the  stock. 

A  big  rival  operator  is  Ralcor 
which  was  spun  off  from  Ralston  Pu 
na  on  Mar.  3L  It  owns  the  Breck 
ridge  and  Keystone  resorts  in  Color 
do.  But  Ralcorp's  chief  businesses  a 
cereals,  baby  food,  private-label  crac 
ers.  and  coupon-redemption.  Some  i 
dustry  analysts  say  Ralcorp  may  1 
thinking  of  bowing  out  of  skiing  ai 
might  sell  its  resorts  to  S-K-I.  One 
Smith's  objectives  is  to  expand  its  o 
erations  in  the  West.  He  has  had  tal 
with  Ralcorp  officials  but  won't  ela 
orate.  "If  Smith  is  able  to  buy  the  R 
corp  resorts,  revenues  of  S-K-I  wou 
jump  to  the  S200  million  level  in  i 
time."  savs  one  analvst. 


- 
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IE  DOCTOR  WILL  SEE  YOU 
>W— JUST  NOT  IN  PERSON 


th  reform  and  high  tech  have  made  telemedicine  viable  at  last 


,  octors  have  long  dreamed  of  the 
I  time  and  lives  they  could  save 
practicing  medicine  by  wire. 

i  ago,  they  coined  the  term 
ledicine"  to  describe  hybrid  video 
•ommunications  technology  that 
1  let  them  swap  medical  images 
high-speed  networks.  But  the  hur- 
iroved  enormous.  Shuttling  X-rays 
phone  "lines  was  cumbersome,  and 
j  quality  was  low.  And 
3  found  that  patients 
leery,  as  were  insurers, 
iv  that's  changing.  Amid 
for  health-care  reform, 
:als  are  more  willing  to 
olutions  such  as  tele- 
:ine  to  cut  costs.  Trans- 
ig  medical  images  is 
g  easier  thanks  to  fiber- 
phone  links.  And  the 

ology  is  getting  a  politi- 
oost.  Architects  of  Bill 
m's  New  Information  In- 
ucture— the  basis  for  the 
nation  Superhighway- 
latched  on  to  tele- 
iine  as  a  high-profile  use 
sould  help  drive  multibil- 
ollar  Superhighway  in- 
lents.  Donald  A.  B.  Lind- 
director  of  the  National 
ry  of  Medicine  and  of  the  National 

ii  nation  Office  for  High  Perfor- 
e  Computing  &  Communications 
:),  told  Congress  in  May  that 
edicine  "will  assume  ever  greater 
•tance  as  the  National  Information 
structure  evolves." 

*  advice.  Last  spring,  the  HPCC— a 
agency  initiative  Clinton  entrusted 
velop  Superhighway  technologies- 
meed  $26  million  in  telemedicine 
acts.  In  all,  federal  support  for 
edicine  will  top  $85  million  in  fiscal 
Now,  states  are  seizing  the  initia- 
In  1990,  only  three  large  medical 
arks  were  under  construction.  To- 
there  are  more  than  70.  Georgia  is 
ling  $10  million  to  link  60  sites  with 
conferencing.  Oklahoma  is  investing 
million  on  38  sites,  and  18  other 
s  have  programs  going, 
ivate  companies  and  universities 


are  major  supporters.  BellSouth  Corp.  is 
bankrolling  Georgia's  program.  And  the 
University  of  California  at  San  Francisco 
(UCSF)  is  linking  five  hospitals  with  fiber 
optics  to  cut  interhospital  delivery  of 
scanned  medical  images  from  several 
hours  to  minutes.  Broadly  implement- 
ed, telemedicine  would  reduce  annual 
health-care  costs  by  at  least  $36  billion, 
or  3%  of  this  year's  estimated  health 


4,000— American  Telemedicine  Assn. 
President  Jane  Preston  figures  the  tech- 
nology could  save  22%  of  the  cost  of  de- 
livering care  there. 

Telemedicine  is  also  boosting  hospi- 
tal revenues.  At  Mass  General,  a  team 
of  70  radiologists  has  X-rays  wired  fi  om 
their  own  telemedicine  center  in  Riyadh, 
Saudi  Arabia.  Since  February,  the  team 
has  "seen"  684  cases,  and  consultations 
often  end  with  patients  flying  to  Boston 
for  treatment. 

LONG  WAIT.  Some  of  telemedicine's 
biggest  beneficiaries  may  be  in  the  rural 
U.  S.  Prior  to  installing  videoconferenc- 
ing and  electronic  diagnostics  last  De- 
cember, the  Tri-County  Health  Systems 
center  in  Warren  ton,  Ga.,  referred  pa- 
tients to  specialists  in  Augusta,  50  miles 
west.  Often,  says  Director  Debra  C.  En- 
glish, patients  balked  at  the  journey. 
Now,  technology  spares  them  the  trou- 


WHAT'S  UP,  DOC:  HAZEL  CRIER  WAS  TREATED  FOR  HAND  PAINS  BY  A  SPECIALIST  50  MILES  AWAY 


bill,  according  to  Arthur  D.  Little  Inc. 

Telemedicine  advocates  say  most  sav- 
ings will  come  from  videoconferencing- 
relieving  specialists  who  are  on  the  road 
too  much.  "You  can  get  a  stock  quote 
anywhere  in  the  world  from  a  handheld 
device,"  says  James  H.  Thrall,  chief  ra- 
diologist at  Massachusetts  General  Hos- 
pital in  Boston.  "But  to  get  medical  ad- 
vice, you  still  need  to  get  into  a  plane 
and  fly."  Or  the  doctor  has  to.  On  any 
given  day,  two  out  of  four  radiologists  at 
UCSF  are  traveling.  Having  scrutinized 
health  care  in  Giddings,  Tex.— pop. 


One  study  has  telemedicine 
trimming  $36  billion  off  the 
national  health-care  bill 


ble.  When  local  doctors  failed  to  relieve 
cafeteria  worker  Hazel  Grier's  hand 
pains  in  April,  English  linked  her  with  a 
specialist  in  Augusta  who  prescribed  an- 
tibiotics and  physical  therapy. 

Despite  such  successes,  acceptance  of 
telemedicine  will  come  slowly.  The  Med- 
ical College  of  Georgia  spent  $166,000 
each  on  its  60  clinics  across  the  state— 
which  are  underutilized  partly  because 
the  population  is  sparse.  At  the  Tri- 
County  center  in  Warrenton,  two  weeks 
may  pass  between  videoconference  ses- 
sions. All  told,  only  1,000  people  were 
treated  by  wire  last  year  in  North 
America,  according  to  the  Center  for 
Health  Policy  Research  in  Denver. 

Still,  with  Washington's  support,  the 
numbers  are  bound  to  increase.  And  ul- 
timately, for  many  patients,  diagnosis 
will  start  with  the  click  of  a  mouse. 

By  Fred  Guterl  in  New  York 
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TRW  Today 


Governmei 
everywhv 
are  looki\ 
for  new  toi 
to  imprt 
public  safil 
Increasing 
they  & 
turning  to  Th 


Grady  C.  Wr 
Vice  Presii  ^ 
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;  World  Trade  Center  bombing  shook 
tion.  Images  of  rubble  and  injury  from 
i  seemingly  secure  place  made  people 
r  where  in  the  world  they  could  be  safe. 

governments  everywhere  are  looking 
w  tools  to  improve  public  safety.  In- 
igly,  they  are  turning  to  TRW. 
:ently,  TRW  designed,  built,  and  installed 
is  that  integrate  safety,  security,  and  oper- 
for  Chicago's  Midway  and  O'Hare  airports. 

heart  of  these  systems  are  communica- 
centers  that  can  be  as  busy  as  military 
land  centers  under  battle  conditions, 
northeastern  Oregon,  TRW  is  designing 
istalling  an  integrated  system  to  warn 
nts  in  case  of  a  toxic  release  from  a  near- 
:apons  depot  and  then  help  guide  them 
from  the  danger  zone.  In  Atlanta,  we're 


building  a  new  command  center  and  providing 
integrated  Emergency  911,  computer-aided 
dispatch,  and  citywide  radio  communications. 


PUBLIC  SAFETY  SALES  /INDUSTRY  FORECAST 
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Protecting  the  public  safety  is  a  growing  opportunity  for  TRW. 

TRW  has  a  long  history  of  contributing  its 
skills  and  technology  to  national  security.  We  are 
extending  that  role  by  meeting  the  publics  in- 
creasing demand  for  safe  places  and  safe  passage. 

Automotive.  Aerospace.  Information.  Innovation. 
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RW  Annual  Repm  t.  write  TRW  Inc.,  Dept.  E.  1900  Richmond  Rd.,  Cleveland.  Ohio  44124-3760 

994  TRW  is  the  name  and  maik  of  TRW  Inc 


Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It.  i 


ndustries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible. 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


velopments  to  Watc 


SY  EMILY  T  SMITH 


/  THE  POLLUTION  PATROL 
FBNGERPRINT  HYDROCARBONS 


Each  day,  smokestacks, 
tailpipes,  and  forest 
fires  belch  vast  clouds  of 
hydrocarbons  into  the  at- 
mosphere. Clean-air  cru- 
saders would  love  to 
cork  these  contaminants, 
but  it  isn't  always  easy 
to  identify  the  source. 
Now,  researchers  at 
Massachusetts  Institute 
of  Technology  think  they 
can  do  that  by  studying 
microstruetures  in  soot 
that  should— in  theory— 
Ey  each  particle's  history  and  source, 
mtists  in  California  have  used  chemical  "signatures"  to 
}uid  carbon  pollutants  in  Los  Angeles  smog  to  commer- 
irbecues.  The  MIT  team  is  going  after  so-called  elemen- 
rbon  particles  that  take  much  longer  than  liquids  to 
down.  To  obtain  a  "fingerprint,"  the  team  runs  electron 
graphs  of  soot  through  computers  to  generate  such  de- 
is  spacing  among  the  graphite  layers.  With  a  large 
h  database,  says  MIT  chemist  and  team  leader  Adel  F. 
m,  such  signatures  could  one  day  identify  the  specific 
is  that,  say,  triggered  a  patient's  lung  cancer. 


GH-TECH  PHONE, 

HT  DOWN  TO  THE  BONE 


rhen  is  a  telephone  handset  not  a  handset?  When  the 
whole  thing  fits  in  your  ear.  That's  the  device  Jabra 
in  San  Diego  will  unveil  on  Oct.  15.  Called  the  Jabra 
?ar-bud  phone,  it  resembles  those  tiny  in-ear  speakers 
et  you  listen  to  a  Walkman  in  private— except  that 
s  unit  is  a  transmitter  as  well.  It  picks  up  your  voice  by 
ying  sound  vibrations  in  your  bones.  So  there's  no  micro- 
!  boom  to  jut  out  in  front  of  your  face, 
ce  the  bone  vibrations  must  be  amplified,  a  special  chip 
s  part  of  the  system  that  connects  to  the  base  of  your 
i  uses  noise-cancellation  technology  to  screen  out  back- 
d  sounds.  This  antinoise  chip  generates  a  mirror  image 
:side  noises,  and  the  colliding  sound  waves  erase  each 
The  main  electronics  package— about  the  size  of  a  deck 
ds— also  monitors  the  quality  of  the  phone  line  and  auto- 
ally  raises  the  volume  of  voice  transmissions  when  the 
ction  is  weak.  This  tech-talk  ain't  cheap:  The  ear-bud 
!  will  list  for  $329. 


RIGHT  IDEA  THAT  WORKS: 
1T0XIC  PHOSPHORS 


!  cornfields  surrounding  Michigan  Biotechnology  Insti- 
te  in  Lansing  are  a  font  of  innovation.  From  humble 
jf  corn,  mbi  scientists  have  developed  building  blocks  for 
i,  even  a  salt  substitute,  and  now  a  photoluminescent  ma- 
.  Research  scientist  Richard  Turk  discovered  the  "lumbi- 
'  when  he  was  analyzing  corn-derived  salt  substitutes  un- 
ltraviolet  light:  One  glowed  in  the  dark. 


Most  phosphors,  used  in  everything  from  lasers  to  laundry- 
detergent  brighteners,  are  derived  from  carcinogenic  ben- 
zene. But  the  mbi  phosphors  are  biodegradable  and  nontoxic. 
The  current  formulas  glow  most  visibly  under  uv  light.  That 
means  they  could  be  safely  used  in  packaging  and  food  prod- 
ucts or  as  photoactivated  switches  in  fiber  optics.  Turk  and  his 
team  are  working  on  a  formula  that  would  glow  well  under 
fluorescent  light,  too,  for  novelty  candies  and  clothing.  So 
far,  some  300  companies  are  testing  the  new  phosphors,  includ- 
ing major  cereal  and  candy  companies.  Chicago-based  Ajax  Ad- 
hesives  Industries  Inc.,  for  instance,  is  developing  a  glue  with 
the  phosphor. 


A  NEW  GLASS  FIBER 
GIVES  A  LOT  WITH  A  LITTLE 


Owens-Corning  Fiberglas  Corp.  has  developed  a  new  glass 
fiber  called  Miraflex.  Unlike  the  short,  straight  fibers 
of  traditional  fiberglass,  Miraflex  fibers  are  long,  wavy,  and 
soft.  When  made  into  insulation,  they  are  highly  resilient.  A 
roll  of  Miraflex  insulation  could  be  squeezed  down  to  9.6  inch- 
es in  diameter  for  shipping,  then  fluffed  up  when  installed  to 
the  same  thickness  as  standard  insulation  that  comes  in  22- 
inch-diameter  rolls,  says  David  J.  Gaul,  the  technical  project 
leader.  Owens-Corning  says  it  expects  Miraflex  to  be  used  in 
a  very  wide  range  of  products,  including  textiles. 

Competitors  would  love  to  know  how  Owens-Corning  makes 
the  stuff,  but  the  company  won't  give  details  until  patents  on 
the  new  fiber  come  out  next  year.  Gaul  says  each  filament  has 
two  different  kinds  of  glass.  One  kind  cools  more  quickly 
than  the  other,  which  causes  the  filament  to  twist  randomly. 
Glass  fibers  are  made  when  molten  glass  is  spun  around  and 
flies  out  through  holes  in  the  side  of  a  drum.  A  blast  of  hot  air 
causes  it  to  "attenuate"  into  lots  of  tiny  fibers.  Gaul  will  say 
only  that  Owens-Corning  changed  that  process  somehow  to 
make  Miraflex. 


DNA  SEQUENCING 

ENTERS  THE  SUPERFAST  LANE 


Deciphering  the 
100,000  or  so  genes 
that  make  up  human 
DNA  is  a  mind-boggling 
task.  It  entails  sequenc- 
ing about  3  billion  infor- 
mation blocks  called 
"base  pairs"  whose 
unique  linear  order  de- 
termines the  function  of 
each  gene.  Researchers 
depend  on  two  technol- 
ogies to  sequence:  so- 
called  gel  sequencing,  de- 
veloped in  the  1970s,  and 
sequencing  by  hybridization,  or  SBH,  a  patented  technology  in- 
vented in  the  early  1990s  and  owned  by  Hyseq  Inc.  in  Sunny- 
vale, Calif.  SBH  has  an  edge:  It  can  be  one-twentieth  as  expen- 
sive and  at  least  five  times  as  fast  as  the  older  process. 

Now,  Hyseq  intends  to  make  it  even  faster.  It  has  licensed 
a  "superchip"  technology  invented  at  Argonne  National  Labor- 
atory that  allows  SBH  to  be  done  on  a  1-inch-square  plate 
and  that  can  identify  the  chemical  sequence  of  genes  1,000 
times  faster  than  gel  sequencing.  It  will  take  some  four  years 
and  up  to  $20  million  to  complete  development. 
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REGULATORS  I 


COMPTROLLER  OF  THE  CURRENCY  LUDWIG:  NEW  RULES  ON  LENDING  BIAS  ARE  HERE  TO  STAY 


ALARMS  ARE  GOING 
OFF  AT  THE  BANKS 


True,  bankers  won  on  interstate  banking.  But  wait  till  next  year 


on't  be  surprised  if  bank  officers 
cast  a  gimlet  eye  at  their  cus- 
tomers this  fall.  Just  as  banks 
are  making  serious  inroads  into  a  new 
business— mutual  funds— government 
regulators  are  preparing  to  send  under- 
cover shoppers  into  bank  lobbies.  The 
mystery  shoppers,  under  contract  to  the 
Federal  Deposit  Insurance  Corp.,  will 
fan  out  across  the  country  to  unearth 
any  unsavory  marketing  practices  banks 
may  be  using  to  lure  customers  into  in- 
vesting in  uninsured  products. 

And  that's  not  the  only  place  bankers 
will  feel  sharper  scrutiny.  After  win- 
ning congressional  approval  for  inter- 
state banking  and  a  bit  of  regulatory 
relief,  bankers  are  finding  the  going  in 
Washington  tougher.  Banks'  dealings  in 
derivatives  are  getting  increasingly  in- 


tense oversight.  Regulators  are  investi- 
gating reports  that  Citibank  and  Na- 
tionsBank Corp.  have  illegally  tied  the 
extension  of  bank  credit  to  other  ser- 
vices. The  Clinton  Administration  is 
cracking  down  on  banks  that  neglect 
low-income  borrowers.  And  the  indus- 
try is  bracing  for  a  brawl  with  less  pros- 
perous thrifts,  which  want  to  tap  into 
the  flush  bank-deposit-insurance  fund. 
"It  was  a  helluva  year,"  says  banking 
lobbyist  James  J.  Butera,  who  repre- 
sents more  than  a  dozen  financial  institu- 
tions. "But  next  year,  banks  will  be  back 
on  the  defensive." 

At  least  their  position  will  be  familiar. 
Except  for  interstate  banking— which 
congressional  staffers  say  was  less  a 
vote  of  confidence  in  the  industry  than  a 
nod  to  a  de  facto  trend— bankers  have 


rarely  cheered  congressional  action.  1 
fdic  Improvement  Act  of  1991,  wh 
started  out  as  a  bill  to  overhaul  thei 
nancial-service  business,  produced  a  1 
that  bankers  say  has  burdened  th 
with  red  tape.  And  last  year,  Congr 
passed  a  bill  at  the  Administration's  u 
ing  that  is  taking  away  a  large  chuni 
the  profitable  student-loan  business. 

Congress  started  focusing  on  i 
biggest  potential  financial  time  bom 
derivatives— earlier  this  year.  It's  ki 
ing  around  five  bills  to  regulate  th< 
complex  financial  instruments.  One  m& 
ure,  sponsored  by  House  Banking  C(ji 
mittee  Chairman  Henry  B.  Gonzalez  \ 
Tex.),  includes  a  thorny  provision  bank 
say  will  make  them  responsible  for  del 
mining  if  derivatives  are  "suitable' 
customers.  Despite  a  recent  plea  fr 
the  Treasury  Dept.  to  back  off,  Gonzi 
will  likely  make  his  bill  a  top  priority 
1995,  congressional  staffers  say. 
"false  impression."  Some  derivati 
players  are  starting  to  mobilize.  Dens 
Weatherstone,  chairman  of  J.  P.  Morjr. 
&  Co.,  visited  Capitol  Hill  last  June*; 
teach  a  group  of  financially  uninitia 
members  of  Congress  the  virtues  of 
rivatives.  And  the  International  Sw;i 
&  Derivatives  Assn.  is  sending  people 
Washington  to  lobby.  But  some  ba 
ers— and  their  supporters  in  Congres 
contend    the    industry    hasn't  d( 
enough.  It's  "laboring  under  the  fai 
impression  that  nothing  will  be  dor,' 
says  Representative  Rick  A.  Lazio 
N.Y.),  a  freshman  House  Banking  C( 
mittee  member  who  says  legislation  ii' 
necessary. 

Even  if  Congress  doesn't  act,  howe\ 
regulators  are  making  bankers  swt 
This  summer,  the  Treasury  Dept.  i 
the  fdic  warned  examiners  about 
riskiness  of  structured  notes— debt 
struments  with  derivatives  built  in.  /d 
by  the  end  of  October,  the  Office  of  :e 
Comptroller  of  the  Currency  (OCC),  wlm 
oversees  national  banks,  will  issue  m 
guidelines  for  determining  if  banks  h;-e 
adequate  controls  over  their  derivate 
businesses.  Bankers  grouse  that  stricsi 
supervision  is  unnecessary  and  thai 
added  regulatory  burden  will  givei- 
vals— securities  firms  and  internatical 


punitiG 

BANKS  ON 
THE  DEFENSIVE 

Clintonites  are  moving 
on  several  fronts: 


MUTUAL  FUNDS 


As  Treasury  investigates 
mutual-fund  sales  practic- 
es at  NationsBank,  other 
lenders  brace  for  under- 
cover FDIC  visits  to  find 
marketing  abuses; 
Congress  may  strictly 
oversee  sales  practices. 


DERIVATIVES 


Bank  regulators  are  step- 
ping up  scrutiny  of  bank 
derivative  activities;  Con- 
gress may  weigh  in  with 
new  restrictions  on  these 
financial  instruments. 


FAIR  LENDING       I  INSURANCE  REFORM 


A  Justice  Dept.  lending- 
bias  settlement  with  a 
Maryland  thrift  has  banks 
scrambling  to  determine  if 
they'll  be  targets  of  similar 
aggressive  enforcement. 


Banks  are  fighting  a  thrift 
industry  plan  to  merge 
their  weak  federal  deposi 
insurance  fund  with  the 
banks'  healthy  fund. 
It  could  cost  banks 
$10  billion. 
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itors— an  edge.  "We  can't  afford 
this  business,"  says  one  banker. 
,'s  especially  true  with  regulators 
;  in  on  the  fast-growing  mutual- 
jsinesses.  While  the  FDIC  prepares 
[  out  those  mystery  shoppers,  OCC 
ors  are  conducting  detailed  exam- 
s  of  bank  mutual-fund  activities. 
i  also  investigating  charges  that 
-Bank  engaged  in  deceptive  sales 
es  in  its  brokerage  business, 
nwhile,  banks  are  also  edgy  as 
lites  look  over  their  shoulders  in 
>nal  lending.  A  rule  proposed  last 
3  clarify  bank  requirements  un- 
i  Community  Reinvestment  Act  of 
RA)  set  off  a  firestorm  of  protest 
the  industry.  The  Administration 
1  to  make  sure  lenders  weren't 
linating,  but  banks  howled  that 
le  amounted  to  credit  allocation. 
w  being  rewritten  to  respond  to 
y  confusion  over  what  it  requires, 
C  head  Eugene  A.  Ludwig  vows 
;ors  are  not  backing  off.  "Institu- 
iat  would  like  us  to  eliminate  CRA 
ike  it,"  he  says. 

rr  scenario?  The  Justice  Dept., 
cracking  down  on  lending  bias, 
cent  $11  million  settlement  of  red- 
charges  with  Maryland's  Chevy 
Federal  Savings  Bank,  among  oth- 
s  sent  bankers  scrambling  to  see 
're  exposed  to  a  similar  action, 
aody  needs  to  challenge  Justice 
rt,"  says  former  FDIC  Chairman 
n  M.  Isaac.  "They  went  well  be- 
ne law  here." 

ar,  bankers  are  negotiating  with 
But  they're  arming  for  battle 
ivings  and  loan  associations  over  a 
il  to  merge  their  deposit-insurance 
The  once  withered  bank  fund 
be  replenished  by  mid- 1995,  al- 
the  premiums  banks  pay  to  be 
1.  The  thrifts'  fund,  though,  will 
ight  years  to  recover.  The  FDIC 
3  Office  of  Thrift  Supervision  wor- 
t  high  premiums  will  shrink  the 
ndustry  and  require  a  federal  bail- 
the  s&L  fund. 

American  Bankers  Assn.,  which 
ses  that  scenario  as  fantasy,  esti- 

that  a  fund  merger  would  cost 

$10  billion.  Yet  some  bankers 
;r  that  they  may  have  no  choice 

go  along.  In  return,  they  hope, 
win  expanded  rights  to  sell  secur- 
nd  insurance. 

t  may  be  too  much  to  expect, 
though  1994  was  an  uncommonly 
fear,  banks  know  it's  always  an 
battle  to  wrest  new  powers  from 
3ss.  In  1995,  they'll  probably  have 
le  simply  for  not  losing  big. 
Amy  Barrett  in  Washington,  with 
\  reports 


RIGHT  THIS  WAY,  MR.  McCOLL. 
YOUR  HOT  SEAT  IS  READY 


McCOLL  FACES  HEARINGS  ON  THE  HILL 


F 


|or  Hugh  L.  McColl  Jr.,  it  was 
money  in  the  bank.  On  Sept.  13, 
after  an  intense,  four-year  cam- 
paign, the  powerful  CEO  of  Nations- 
Bank Corp.  and  friend  of  Bill  Clinton 
saw  a  dream  realized:  congressional 
passage  of  an  interstate  banking  law 
that  lets  McColl  consolidate  his  nine- 
state  empire— and  save  NationsBank 
$50  million  a  year. 

But  if  McColl  is  less  than  ecstatic, 
there's  good  reason.  His  bank  is  get- 
ting unwanted  attention  from  the 
House  Energy  &  Commerce  Commit- 
tee. Chairman  John  D.  Dingell  (D- 
Mich.)  plans  to  hold  hearings  after  the 
November  elections  on  allegations  that 
NationsBank  is  forcing  customers  to 
accept  additional  services  in  exchange 
for  loans  and  other  bank  products.  The 
Office  of  the  Comptroller  of  the  Cur- 
rency is  looking  into  these  "tying"  alle- 
gations as  well.  Banks  may  link  some 
products  for  marketing  purposes,  but 
restrictions  are  still  in  place  for  certain 
types  of  transactions. 

And  if  that  isn't  enough,  the  OCC  is 
investigating  NationsBank's  mutual-fund 
sales  practices:  A  former  employee  and 
three  customers  have 
filed  lawsuits  accusing 
the  company  of  decep- 
tive marketing.  McColl 
wouldn't  comment  for 
this  story,  but  a 
spokeswoman  says  the 
bank  is  cooperating 
with  the  OCC  in  the  ty- 
ing probe  and  will  de- 
fend itself  against  the 
mutual-fund  claims. 
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NATIONSBANK'S 
POLITICAL  GENEROSITY 
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TOTAL  PAC 
CONTRIBUTIONS 


'87-  88    '89-'90    '91— 92    '93— '94 
▲  THOUSANDS  OF  DOLLARS 

•INCLUDES  CONTRIBUTIONS  IN  1992  FROM  CSS/SOVRAN 
'  "CONTRIBUTIONS  THROUGH  MAY  1994 

DATA;  CENTER  FOR  RESPONSIVE  POLITICS 


Considering  McColl's  reputation  as  a 
Washington  insider  and  his  company's 
generous  political  contributions  (chart), 
NationsBank  is  a  surprising  target. 
NationsBank  has  given  $437,000  to  con- 
gressional candidates  running  this  fall, 
and  McColl  relishes  his  status  as  a 
Presidential  pal.  He  sat  next  to  Clinton 
during  last  spring's  National  Collegiate 
Athletic  Assn.  basketball  champion- 
ships in  Charlotte,  N.  C,  where  Na- 
tionsBank is  headquartered,  and  he's 
one  of  a  small  group  of  CEOs  that  Clin- 
ton regularly  turns  to  for  advice. 

McColl  has  long  been  an  Inside-the- 
Beltway  player.  He  kept  interstate 
banking  alive  after  the  measure  was 
stripped  from  a  banking  overhaul  bill  in 
1991.  Following  that  setback,  Nations- 
Bank's chief  lobbyist,  J.  Mark  Leggett, 
headed  a  group  of  six  big  banks  that 
tirelessly  promoted  the  legislation  on 
Capitol  Hill.  Last  year,  when  opponents 
tagged  the  measure  a  "NationsBank 
bill,"  McColl  broadened  his  campaign 
by  folding  his  "Gang  of  Six"  into  the 
Bankers  Roundtable,  a  trade  group  for 
the  nation's  largest  banks.  "That  was  a 
very  smart  move,"  says  John  S.  Rippey, 
a  Roundtable  lobbyist. 
savvy  lobbying.  Leggett  also  stroked 
the  enemy.  Kent  Brunette,  a  lobbyist 
for  the  American  Association  of  Re- 
tired Persons,  penned  a  letter  opposing 
the  bill's  lack  of  consumer  protections 
in  August  but  decided  not  to  send  it  to 
the  Hill  after  Leggett  promised  to  help 
develop  industry  guidelines  for  pro- 
viding low-income  customers  with  inex- 
pensive services. 

Savvy  lobbying,  however,  won't 
keep  McColl  off  Dingell's  hot  seat  this 
fall.  The  powerful  Hill  veteran  rarely 
misses  an  opportunity  to  slam  bankers 
for  overly  aggressive  tactics.  And  the 
bad  publicity  about  NationsBank's  mu- 
tual-fund woes  could  add  momentum  to 
a  legislative  drive  to 
give  the  Securities  & 
Exchange  Commission 
more  oversight  of 
bank-securities  opera- 
tions. The  interstate 
battle  is  won,  but  for 
McColl,  there  are  plen- 
ty of  fights  ahead. 

By  Amy  Bamett  in 
Washington,  with  Da- 
vid Greising  in  Atlanta 
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HOW  A  QUIET 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


We've  learned  some 
thing  over  the  last  half  century  about 
fitting  new  telecommunications  systems  into 
^        existing  ones.  Even  more  than  technology,  it  takes 

ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow 
ing.  qD    Fujitsu  technology  and  timing  made 
le  first  self-healing  SONET  fiber  optic  ring  net- 
rk  in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
ne.  And  made  America's  first  high-bandwidth  WBl  k  T  , _  -  miL 
ivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
ice  interruptions  caused  by  natural  or  man-made  disasters  virtually 
olete.  qD   When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
t  switching  system  capable  of  handling  everything  from  narrowband 
Dice  to  broadband  video.  qD   And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qO    Matching  resources  with  resource 
fulness  has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
vide the  answers  when  America's 
Bells  ring. 
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Commentary/by  John  Carey 


WE  CAN  FIGHT  SMOG  WITHOUT  BREAKING  THE  BANK 


■cs. 
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The  war  against  air  pollution  is  a 
costly  and  frustrating  regulatory 
morass.  Despite  spending  $400 
billion  over  the  past  25  years,  America 
is  still  fighting  one  of  its  most  noxious 
forms  of  pollution— the  ozone  haze 
called  smog.  In  the  stratosphere,  ozone 
protects  humans  from  dangerous  levels 
of  ultraviolet  light.  But  in  the  air  we 
breathe,  the  same  chemical  harms 
everything  from  lungs  to  trees.  Not 
only  do  levels  of  ozone  violate  federal 
air-quality  standards  in  93  U.  S.  metro- 
politan areas,  but  new  studies  suggest 
those  standards  aren't  tough  enough 
to  protect  health  and  the  environment. 

The  U.  S.  is  about  to  renew  its  as- 
sault on  ozone.  The  1990  Clean  Air 
Act  requires  states  with  dirty  air  to 
develop  blueprints  by  Nov.  15  for  slash- 
ing emissions  from  cars,  power  plants, 
and  other  ozone  sources.  Meanwhile, 
the  Environmental  Protection  Agency 
and  12  Northeastern  states  (plus  the 
District  of  Columbia)  are  wrangling 
with  the  auto  industry  over  a  key  part 
of  the  region's  antismog  drive:  a  plan 
that  would  require  carmakers  to  sell 
cleaner  "California"  cars— including  elec- 
tric vehicles— in  the  Northeast. 
costly  route.  At  stake  is  not  just 
cleaner  air  but  tens  of  billions  of  dol- 
lars. That's  how  much  more  taxpay- 
ers, auto  buyers,  and  businesses  will 
spend  if  the  nation  makes  the  wrong 
choices.  Unfortunately,  state  and  feder- 
al regulators  may  be  heading  down 
the  more  expensive  road,  as  politics, 
ideology,  and  scientific  uncertainty  com- 
bine to  perpetuate  past  mistakes. 

To  understand  why,  look  at  the 
chemistry  of  ozone.  Two  types  of  pollu- 
tants, nitrogen  oxides  (NOx)  and  vola- 
tile organic  compounds  (vocs),  contrib- 
ute to  smog— but  in  different  ways. 
Nitrogen  dioxide  (NO?),  a  form  of  NOx 
spewing  from  tailpipes  and  smoke- 
stacks, forms  ozone  directly.  When 
zapped  by  sunlight,  it  gives  up  an  oxy- 
gen atom,  which  then  joins  with  oxy- 
gen gas  (02)  to  form  ozone  (03).  vocs 
such  as  unburned  gasoline,  paint 
fumes,  and  natural  hydrocarbons  con- 
tribute through  a  more  complicated 
route.  They  react  with  another  form  of 
NOx,  nitrogen  oxide  (NO),  to  make 
NO-..— thus  supplying  more  fuel  for  the 
first  ozone-making  reaction. 


So  what's  the  best  way  to  fight 
ozone— cut  back  on  VOCs  or  on  NOx? 
For  decades,  regulators  put  their  mon- 
ey on  VOCs.  "The  industries  involved 
preferred  hydrocarbon  controls  to  NOx 
controls,"  explains  University  of  Mich- 
igan atmospheric  chemist  Sanford  Sill- 
man,  since  those  cuts  were  easier  and 
cheaper.  Besides,  early  computer  simu- 
lations suggested  that  the  strategy 
would  work  for  most  of  the  country. 
Only  in  California,  where  ozone  some- 
times soared  to  more  than  three  times 
the  current  maximum  federal  standard 


not  NOx  was  a  mistake,"  concludes 
mospheric  chemist  James  N.  Pitts 
of  the  University  of  California  at 
vine.  "The  country— outside  of  Cali 
nia— is  now  paying  for  that." 

The  U.  S.  continues  to  make 
same  blunder.  While  the  strategy 
marily  should  be  aggressive  reduci  Pj 
of  NOx,  federal  and  state  regulat 
are  pushing  instead  for  added  exj 
sive  cuts  in  hydrocarbons.  The  CI 
Air  Act,  for  instance,  requires  polk 
areas  to  use  gas  spiked  with  e> 
oxygen— a  so-called  alternative  f 


CLEARING  THE  OZONE 


Forcing  electric  cars  on  the  Northeast  won't  get  rid  of  smog.  Neither  will 
oxygenated  fuels.  Here  are  six  steps  that  might  make  a  difference: 

►  Shift  regulatory  emphasis  from  volatile  organic  compounds  (VOCs) 
to  nitrogen  oxides 

►  Accept  auto  makers'  proposal  to  build  a  cleaner  49-state  car,  instead 
of  special  cars  for  the  Northeast 

►  Tighten  NOx  emission  standards  for  utilities 

►  Let  carmakers,  utilities,  oil  companies,  and  other  polluters  trade 
emission  credits,  so  the  market  can  find  the  cheapest  solutions 

►  Use  remote  sensing  to  spot  the  10%  of  cars  that  produce  over  half  of 
all  tailpipe  emissions 

►  Create  incentives  for  using  mass  transit  and  car  pools 
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of  120  parts  per  billion,  did  authorities 
mandate  cuts  in  both. 

In  many  urban  areas,  however,  re- 
ducing VOCs  hasn't  worked.  The  reason, 
new  research  shows,  is  that  emissions 
of  hydrocarbons  are  three  or  four 
times  higher  than  anyone  expected. 
Some  of  these  come  from  cars.  An- 
other big  chunk  comes  from  trees:  Air 
over  much  of  the  Northeast  contains 
more  naturally  occurring  hydrocarbons 
than  man-made  VOCs.  Given  current 
levels  of  NOx,  even  eliminating  man- 
made  VOC  emissions  won't  bring  ozone 
levels  below  the  federal  standard  in 
many  areas.  "The  focus  on  VOCs  and 


The  oxygen,  which  makes  the  \ 
burn  more  cleanly,  comes  from  ethj 
(made  from  corn)  or  methanol  (m 
from  natural  gas).  Studies  show  t  1 
these  additives,  which  raise  the  cos 
gas  2<t  to  4<?  a  gallon,  can  increase 
emissions  yet  offer  only  a  small  cu 
voc  emissions.  Worse,  the  EPA  in  J 
made  good  on  a  Clinton  camps  fl 
promise  to  farmers,  ruling  that 
of  the  oxygen  must  come  from  ren 
able  sources,  meaning  ethanol, 
more  expensive  and  polluting  opt 
"It's  a  terrible  decision,"  says  a 
congressional  aide 


A  decision  by  Northeast  states 
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How  much  time  you  spend 
implementing  a  401(k)  plan 
isuptoyou. 


e  ultralow-  and  zero-emission  au- 
uld  be  harmful,  too.  Such  man- 
are  being  pushed  by  environ- 
.lists,  states  such  as  New  York 
Massachusetts,  and  some  EPA  offi- 
Voltmobiles— electric  cars— "hold 
promise  for  energy  strategy  and 
ding  a  healthy  economy,"  says  a 
>A  official. 

>se  claims  are  questionable.  And 
it  comes  to  ozone,  electric  cars 
ae  a  costly  nonsolution.  True, 
'ehicle  is  pollutant-free.  But  pow- 
nts  supplying  the  juice  spew  out 
)f  NOx.  This  isn't  a  problem  in 
em  California,  since  most  of  its 
plants  are  far  from  the  smoggy 
ngeles  basin.  But  in  the  North- 
utility  emissions  of  NOx  are  a 
cause  of  smog.  An  internal  EPA 
shows  that,  under  some  condi- 
NOx  reductions  from  electric  cars 
e  offset  by  increases  from  util- 
Cleaning  up  power-plant  smoke- 
is  will  alter  the  equation.  But 
so,  NOx  benefits  from  electric 
will  be  small. 

agic  BULLET.  That's  why  states 
le  EPA  should  take  the  Big  Three 
Tiakers  up  on  a  proposal  to  re- 
the  California  plan  in  the  North- 
v\th  a  low-emission,  gas-powered 
lat  would  be  phased  in  every- 
■  but  California  beginning  in  1999. 
!  this  49-state  car  would  emit 
y  more  VOCs  than  ultraclean  Cal- 
i  vehicles,  it  would  match  them 
x,  spewing  out  only  one-half  the 
at  coming  from  today's  cleanest 
Spread  over  all  cars  sold,  the 

cost  would  be  less  than  $600 
ehicle  for  the  49-state  car,  vs. 
'  $3,000  if  auto  makers  build  elec- 
nodels  for  the  Northeast.  The 
would  also  cut  pollution  across 
ountry,  slashing  the  amount  of 
.nd  VOCs  blowing  into  the  North- 
rom  the  West  and  South. 

course,  the  49-state  car  is  no 
:  bullet.  States  must  also  require 
itic  cuts— up  to  75%,  some  scien- 
estimate— in  NOx  emissions  from 
es,  factories,  and  other  sources. 
>ions  trading  would  help  the  mar- 
:id  the  cheapest  reductions.  States 
d  deploy  curbside  pollution  sen- 
X)  nab  the  dirty  10%  of  cars  that 
nt  for  half  of  today's  auto  emis- 

Some  cities  also  need  to  boost 

transit  and  impose  restrictions 
iving.  But  if  the  U.  S.  avoids  elec- 
ar  mandates  and  repeals  oxygen- 
fuel  regulations,  it  won't  have  to 
n  unnecessarily  high  price  to  get 
tad  out  of  the  ozone. 

ishington  science  writer  Carey 
mtes  on  a  zero-emission  bicycle. 


Running  a  business  requires  your  complete  attention  and  most  of  your 
time.  Fortunately,  there's  a  401(k)  plan  that  doesn't-the  T.  Rowe  Price  Century 
Plan"M  designed  with  companies  like  yours  in  mind. 

The  Century  Plan  is  comprehensive  in  its  features,  yet  simple  for  you  to 
implement  and  maintain.  From  establishing  the  plan  to  conducting  annual 
compliance  testing,  this  401(k)  plan  has  been  designed  to  do  most  of  the  work 
for  you.  This  allows  both  you  and  plan  participants  to  share  in  the  benefits  of  a 
retirement  plan  that's  efficient,  convenient,  and  effective. 

For  you,  it  means  having  more  time  for  business,  and  having  the  confi- 
dence that  your  company's  401(k)  plan  is  working  hard.  For  your  employees, 
the  Century  Plan  offers  the  opportunity  to  help  build  a  portfolio  that  meets 
their  retirement  savings  goals. 

The  T.  Rowe  Price  Century  Plan  gives  your  employees  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual  funds.  Perhaps  more  important, 
the  plan  provides  clear,  effective  educational  materials,  based  on  our  years 
of  experience  communicating  with  401(k)  participants.  And,  of  course, 
our  T.  Rowe  Price  retirement  specialists  will  be  available,  toll  free,  to  answer 
their  questions. 

Call  today  to  receive  your  Century  Plan  Kit.  Learn  more  about  the 
401(k)  created  with  companies-and  schedules-like  yours  in  mind. 

Call  now  for  your  free  Century  Plan  Kit 

1-800-831-1373 


T.Rowefirice 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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Software 


MASTERING  YOUR  PC 
RIGHT  OUT  OF  THE  BOX 


espite  years  of  hype 
surrounding  ever-sim- 
pler-to-use  personal 
computers,  many  PCs  still 
aren't  as  easy  to  master  as 
they  ought  to  be.  Novice  us- 
ers too  often  are  lost  from 
the  moment  they  take  the 
machine  out  of  the  carton. 
Even  experienced  computer 
hands  sometimes  find  the  pop- 
ular operating  system  Micro- 
soft Windows  a  bit  capricious 
and  inefficient. 

Computer  buyers  take 
heart:  The  PC  industry  claims 
to  share  your  pain.  A  number 
of  manufacturers  are  creating 
a  more  pleasant  out-of-box  ex- 
perience by  installing  friendly 
front-end  software  on  their 
newest  machines.  Such  pro- 
grams promise  to  help  users 
better  organize  files,  comple- 
ment Windows,  and  otherwise 
figure  out  how  to  get  up  to 
speed  more  quickly. 

Packard  Bell  maintains  that 
its  graphical  front  end,  called 
Navigator  2.0,  "makes  using 
a  computer  as  easy  as  chan- 
nel-surfing with  a  remote."  In- 
deed, in  a  test  of  three  pro- 
grams by  BUSINESS  week  and 
National  Software  Testing 
Laboratories  (NSTL),  both 
owned  by  McGraw-Hill,  Navi- 
gator emerged  as  the  front 
end  of  choice  for  novices. 

AST  Research  says  AST 
Works  software  "zaps  PC-pho- 
bia." And  Compaq  Computer 
insists  that  TabWorks  from 
XSoft,  which  is  included  in 
most  of  the  company's  com- 
puters, is  an  "easy-to-use  al- 
ternative to  the  Windows  Pro- 
gram Manager"— especially  for 
seasoned  users,  our  test  found. 
XSoft,  a  division  of  Xerox  (800 
428-2995),  sells  TabWorks  sep- 
arately for  $49  plus  shipping 
to  dissatisfied  Windows  users 
who  own  rival  PCs.  Of  course, 
those  folks  might  want  to  wait 


FRONT-END  programs  kick  in  when 
you  turn  on  the  machine-and  teach 
complicated  software  step  by  step 


for  the  Windows95  program 
(also  known  as  Chicago)  that 
Microsoft  is  scheduled  to  bring 
out  next  year.  If  it  lives  up  to 
promises,  the  revamped  inter- 
face should  solve  some  prob- 
lems of  the  old  version. 

IBM  has  also  been  trying  to 


figure  out  how  to  make  PCs 
easier  to  operate.  This  Sep- 
tember, it  unveiled  a  front 
end  on  its  Aptiva  line  of  PCs 
that  contains,  among  other 
things,  an  index  with  200  al- 
phabetically listed  common 
computer  tasks,  such  as  Add 


New  Software  and  Bal 
Checkbook.  By  clicking  o: 
of  these  items,  users  ca: 
simple  instructions  on  ho] 
handle  those  functions  aw 
tomatically  start  up  theft 
propriate  software. 

Also  in  September,  AcA 
troduced  Acer  Computer  fe 
plorer  software,  which  arrjg 
es  applications  into  a  merfjji 
six  categories.  In  the  My 
ware  grouping  users  can 
on  buttons  that  launch  p] 
stalled  programs  such  asj 
crosoft  Works  and  David; 
MathBlaster.  The  My  G 
section  is  where  you'll  findli 
itaire  and  Microsoft  Gol 
the  Communications  op 
people  can  take  off  into  c; 
space  via  Prodigy,  Amti 
Online,  or  NetCruiser 
NetCom,  a  link  to  the  III 
net.  Once  buyers  cond 
technology  and  price,  jjjp 
Ronald  Chwang,  presip 
of  Acer  America,  "the  ij 
face  is  an  intangible 
adds  to  the  experience 
vocal  icons.  Anyone 
ing  to  evaluate  this  irl 
gible  has  a  number  of  tlfl 
to  consider.  Are  the  i 
easy  to  recognize  and  urj 
stand?  Do  they  start  con- 
computer  tasks  that  other 
take  multiple  steps?  Does 
front  end  provide  a  signif 
advantage  over  Windc 
(For  that  matter,  if  you'r 
ready  keen  on  Windows 
you  easily  bypass  the  £ 
native  interface?)  BUSH 
week  and  NSTL  consid 
these  and  other  factors  v 
evaluating  TabWorks,  Na  f 
tor,  and  AST  Works. 

As  the  oldest  of  the 
grams    tested,  TabWl 
doesn't  provide  the  mult 
dia  splash  of  Navigator  oi 
Works.  The  intuitive 
Works   shell  resembl 
three-ring  notebook  anc 
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dvantages  over  Win- 
particularly  for  users 
screens  are  cluttered 
cons.  All  the  icons  in 
x)k"— representing  soft- 
jrograms  or  documents 
s  spreadsheet  or  word- 
sor  files— are  listed  by 
i  and  page  in  a  table  of 
its.  Further,  colorful 
:gregate  pages  into  sec- 
hat  make  sense  to  you 
james  or  business  re- 
.  By  clicking  on  the 
rou  can  instantly  move 
t  part  of  the  book.  A 
quibble:  As  with  a 
eaf  binder,  the  names 
tabs  appear  sideways, 
of  the  best  TabWorks 
3S  is  an  alphabetical  in- 
i  all  the  items  in  the 
which  is  handy  if  you 
emember  in  which  sec- 
program  resides.  More- 
rou  can  use  a  mouse  to 
he  icons  for  programs 
11  on  most  to  a  strip  on 
ft  edge  of  the  display, 
jle  click  on  that  icon 
es  the  program. 
Works  comes  on  AST 
itage  computers  and 
with  a  glitzy  video 
ng  from  an  executive 
hanks  you  for  buying 
mputer.  A  four-minute 
il  provides  the  basics 
rning  the  interface,  and 
te  beginners  can  even 
lesson  on  how  to  nan- 
computer  mouse, 
heart  of  the  program 
ain  menu  featuring  but- 
r  different  functions  that 
i  other  menus  (communi- 
;,  productivity,  financial) 
you  click  on  them.  But 


the  gray  graphics  look 
bland,  and  you  can't  easily 
deduce  what  will  happen  if 
you  click  on  the  separate 
set  of  icons  that  appears 
on  the  left  side  of  the 
screen.  But  AST  includes  a 
variety  of  small  software 
tools  that  let  you  produce 
greeting  cards  and  banners 
or  keep  track  of  your  car's 
maintenance  schedule. 

An  "Ask  AST"  option  is 
the  strongest  feature. 
Neophytes  can  consult  a 
list  of  frequently  asked 
questions,  such  as  "How 
much  RAM  do  I  have  in 
my  computer?"  or  "How 
many  serial  (COM)  and  par- 
allel (LPT)  ports  do  I  have 
on  my  computer?"  There's 
also  a  glossary  that  de- 
fines some  of  the  jargon. 
A  kilobyte,  a  user  is  told, 
is  1,024  bytes.  That 
wouldn't  be  instructive  for 
people  who  don't  know 
what  a  byte  is,  but  the 
term  is  color-coded,  so  a 
user  can  click  on  it  to 
read  a  more  complete  ex- 
planation. You  can  also 
click  on  a  speak  icon  to 
hear  a  synthesized  voice 
read  highlighted  text.  And 
some  help  topics  are  ac- 
companied by  videos. 

Visually,  Packard  Bell's 
Navigator  is  the  most  engag- 
ing of  all  the  front  ends. 
When  the  computer  is  first 
turned  on,  users  enter  into 
the  three-dimensional  hallway 
of  a  virtual  house,  leading  to 
rooms  (or  areas  of  the  com- 
puter) best  suited  for  differ- 
ent family  members.  The 


TABWORKS:  ALTERNATIVE  TO  WINDOWS 


Software  section  includes 
Prodigy  and  programs  such 
as  Microsoft  Money  that  have 
been  preloaded  on  the  com- 
puter. In  the  Learning  Cen- 
ter, users  can  find  out  about 
upgrading  the  system.  A  trou- 
bleshooter  section,  complete 
with  Q&As,  videos,  animations, 
and  diagrams,  helps  novices 


understand  printers,  mon- 
itors, and  safety  tips  with- 
out bogging  them  down  in 
technospeak.  The  interface 
in  the  Workspace  area,  a 
replacement  for  Windows' 
program  and  file  manag- 
er, is  easy  to  use,  though 
cluttered,  and  could  have 
benefited  from  an  alpha- 
betical index  such  as  the 
one  included  in  TabWorks. 
tremors,  TOO.  Children 
will  probably  be  most  im- 
pressed with  Navigator.  Its 
Kidspace  is  an  on-screen 
playroom  that  appears  as 
either  a  3D  space  station 
or  tree  house.  As  kids  en- 
ter Kidspace,  they  can 
hear  the  giggles  of  mischie- 
vous children.  An  animated 
jack-in-the-box  greets 
them.  A  variety  of  pro- 
grams start  by  clicking  on 
objects  in  the  room.  (De- 
pending on  how  often  the 
room  is  cleaned,  the  ob- 
jects may  be  sitting  in 
their  places  on  the  book- 
shelf or  lying  on  the  floor.) 
Kids  can  store  letters, 
homework,  and  paintings 
in  a  chest  of  drawers.  Ran- 
dom events  also  occur: 
Along  may  come  a  spider, 
spaceship,  or  the  shakes  of 
an  earthquake. 
Parents  may  get  annoyed 
by  the  sound  of  creaking 
doors,  but  the  good  news  is 
they  can  turn  off  noises  and 
conjure  up  passwords  to  keep 
kids  out  of  certain  areas.  The 
only  problem  is,  if  your  kids 
know  more  about  PCs  than 
you  do,  they  may  lock  you 
out  first.  Edward  Baig 
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Health 


YOU'RE  NO  KID, 
AND  THAT'S 
NOT  ACNE 


When  Marlane  Fair- 
leigh  noticed  her 
face  had  acquired  a 
permanent  blush,  she  bought 
a  drugstore  product  to  treat 
allergies.  But  when  blushing 
turned  into  red  bumps  that 
wouldn't  go  away,  the  54-year- 
old  small-business  consultant 
sought  out  a  dermatologist 
who  diagnosed  the  problem 
right  away:  rosacea,  an  acne- 
like condition  that  strikes  in 
middle  age. 

If  you  haven't  heard  of  ro- 
sacea, you're  not  alone.  The 
condition  is  often  misdiag- 
nosed or  left  untreated.  But 
the  occurrence  of  rosacea  ap- 
pears to  be  on  the  upswing 
and  may  hit  one  of  three  fair- 
skinned  baby  boomers  be- 
tween the  ages  of  30  and  50, 


according  to  the  National  Ro- 
sacea Society  in  Barrington, 
111.,  an  information  and  physi- 
cian referral  organization  (708 
382-8971).  Even  Britain's  Prin- 
cess Diana,  renowned  for  her 
flawless  complexion,  may  be  a 
sufferer.  In  a  1992  book,  Roy- 
al Fashion  and  Beauty  Secrets, 
author  Ann  Chubb 
cites  "close  observers" 
of  Princess  Di  as  say- 
ing they  have  noticed 
a  "trend  toward  red- 
ness and  breakouts 
normally  associated 
with  rosacea." 
no  CURE.  The  condi- 
tion can't  be  cured, 
but  it  can  be  con- 
trolled with  oral  anti- 
biotics, such  as  tetra- 
cycline, and  topical 
antibiotic  creams  pre- 
scribed by  a  dermatologist.  If 
rosacea  is  left  untreated, 
small  red  bumps  resembling 
pimples  will  appear.  In  more 
advanced  states,  it  can  spread 
to  the  eyes,  causing  redness 
and  a  feeling  of  grittiness,  and 
the  nose  may  become  swol- 
len, red,  and  bumpy.  Come- 


dian W.  C.  Fields  and  finan- 
cier J.  P.  Morgan  are  believed 
to  have  been  two  untreated 
sufferers. 

The  cause  of  rosacea  is  de- 
bated. Dr.  Jerome  Z.  Litt, 
dermatology  professor  at  <  'ase 
Western  Reserve  University 
in  Cleveland,  believes  mites— 


mm 


►  Intermittent  flushing  or  redness  on 
cheeks,  chin,  nose,  or  forehead 

►  Acne-like  bumps  and  pimples, 
dilated  blood  vessels 

►  Bloodshot  eyes,  gritty  feeling  in  eyes, 
small  hard  bumps  on  both  eyelids 

►  Red,  bumpy,  and  swollen  nose 

DATA:  NATIONAL  ROSACEA  SOCIETY 


which  are  always  present  on 
the  skin— burrow  into  facial 
oil  glands  and  proliferate.  But 
other  experts  think  a  tenden- 
cy toward  rosacea  is  inherit- 
ed. It  occurs  most  frequently 
in  those  of  Celtic  descent. 

One  thing  doctors  agree  on: 
Rosacea  flares  up  when  blood 


vessels  near  the  skin'sjn. 
face  dilate  for  prolonged  }e 
ods.  A  recent  survey  oj| 
sufferers  found  sun  exp 
and  stress  the  most  cor 
triggers.    Others  inc 
heavy  exercise,  hot  bath 
feine,  and  menopause 
Fairleigh,  who  lives  in 

sonville,  Miss.,  it'l 
mid  weather. 

Rosacea  is  as  I 
tionally  disturbing 
it  is  physically  utp 
fortable.  Many  S' 
ers  report  a  1 
sense  of  self-es 
and  some  exper 
full-blown  depre 
Others  fear  the  c| 
tion  will  be  eqift 
with  the  heavy  cjp 
ing  that  is  also  I 
ciated  with  a  y% 
complexion.  "I  have  patf 
who  say,  'I  can't  go  out 
ing  like  this,' "  says  Dr.  9 
Torok,  a  dermatologist  irj 
dina,  Ohio.  But  in  most  c 
the  redness  can  be  brc 
under    control    in  se 
weeks,  she  says,  much  tl 
tients'  relief.    Susan  Cha\ 


As  U.  S.  companies  ex- 
pand their  business  to 
developing  countries  in  Latin 
America  and  the  former  So- 
viet bloc,  traveling  executives 
have  more  to  worry  about 
than  language  differences  and 
currency  translation.  Unfor- 
tunately, kidnappings  and  ex- 
tortion are  on  the  rise  in 
some  of  these  places. 

A  small  group  of  insurers, 
namely  Chubb,  aig,  and 
Lloyd's  of  London,  have  long 
offered  policies  to  entrepren- 
eurs and  executives  that  cov- 
er ransom  demands  from  kid- 
nappers, both  in  the  U.  S. 
and  abroad.  But  now,  insur- 
ers have  begun  to  broaden 
the  coverage  to  include  such 
extras  as  legal  and  psychiat- 
ric fees  and  compensation  for 
loss  of  trade  secrets  and 
product  tampering.  Some  of 
the  new  policies  also  reim- 
burse expenses  needed  to 
evacuate  a  country  rocked  by 
political  instability.  Insurance 
companies  are  even  offering 
to  train  executives  on  how 
to  avoid  being  kidnapped. 


Smart  Money 

RANSOM  INSURANCE  FOR 
A  MORE  DANGEROUS  WORLD 


Depending  on  the  extent 
of  the  coverage,  premiums 
can  run  from  $1,000  to 
$100,000  per  year.  Usually, 
companies  pick  up  the  tab, 
but  individuals  can  also  buy 


the  insurance.  Basic  policies 
cover  ransom  payments,  the 
hostage's  salary  for  the  peri- 
od in  which  he  or  she  is  held, 
and  costs  associated  with  hir- 
ing a  crisis-consulting  firm 
that  advises  you  in  the  event 
of  a  kidnapping.  Coverage  for 
accidental  death  and  dismem- 
berment can  cost  extra,  and 
the  premium  may  vary  de- 
pending on  which  countries 
you  visit  frequently.  (You 
would  pay  more  if  you  trav- 
eled extensively  to  Latin 
America,  for  example,  than 
to  Europe  or  Japan.) 
negotiator  fees.  From 
Chubb,  insuring  one  person 
for  payment  of  a  $10  million 
ransom  could  run  as  low  as 
$1,000  a  year,  estimates  A. 
Quentin  Orza,  a  Chubb  vice- 
president.  But  it  could  also 


rise  to  $25,000  for  a  hii 
visible  person  who  has  ft 
threats  in  the  past.  AlG'si 
ly  loaded  no-deductible  p« 
will  cover  expenses  ujl 
$50  million  for  everytll 
from  medical  treatment  fi 
interpreters  to  rest  andli 
habilitation.  It  offers  an  eg 
uation  rider  that  picks  u  p 
additional  $15  million.  U 
would  not  reveal  preml 
costs. 

Anyone  buying  kidnap  p 
ransom  insurance  should  1 
particularly  close  attentic| 
the  policy  language, 
doesn't  specify  that  a  ceil 
type  of  coverage  is  incluj 
such  as  negotiator  or  psj 
atric  fees,  you  may  be  oil 
luck  when  you  submil 
claim.  Also  note  that  it  isl 
gal  to  purchase  the  coveP 
in  Germany  and  Colorrj 
where  governments  belj 
such  policies  only  goad 
rorists  into  action.  So  if| 
expect  to  be  transferred 
one  of  those  countries, 
the  insurance  before 
move.  Chris  fl| 
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Best  Of  Luck  In  Our  European  Vacation  Sweepstakes. 


Your  best  bet  has  always  been  a  Best 
Western,  so  play  the  odds 
and  try  your  luck  in  the 
Best  Western/ American 
Express  Card  Sweepstakes. 
All  you  have  to  do  is  stay  at  any  one 
of  the  1,900  Best  Westerns  across  the 
U.S.  and  Canada  and  pay  with  the 
American  Express  Card. 


You  will  be 


entered  into 


I  a  drawing 
to  win  a  one  week  trip  to  Europe. 
We'll  provide  accommodations  at 
any  Best  Western  in  Europe,  round- 
trip  airfare,  rental  car  and  $1000 
spending  money.  Now, 
the  more  times  you 
stay  and  pay  with  the 
American  Express  Card 
through  December  31,  1994, 
the  more  chances  you  have  to  win. 
Call  your  travel  agent  or 
1-800-528-1234  for  reservations.  Your 
best  bet  is  a  Best  Western.  And 
remember  the  American  Express  Card- 
Don't  leave  home  without  it.* 


E  GRAND  PRI  /.K  European  Vacation  6  nights  lodging  at  any  Best  Western  in  Europe  of  your  choice  Airfare  for  two.  7-day  rental  car,  $1000  spending  money 

0  FIRST  PRIZES  North  American  Vacation  6  nights  lodging  at  any  Best  Western  in  No  America  of  your  choice  Airfare  for  two.  7-day  rental  car,  $500  spending  money. 
)  SECOND  PRTOre  $50  Prepaid  Long  Distance  AT&T  Card.  Warner  Bros  the  specialist  (opening  October  7)  movie  poster  and  CD 

1  purchase  or  charge  necessary  to  enter  or  claim  prize  Open  to  legal  residents  of  the  United  States.  18  years  or  older,  and  who  are 
aerican  Express'  Cardmembers  as  of  9/1/94  Employees  of  Best  Western  Properties,  American  Express  Travel  Related  Services  Company. 
: .  its  parent,  their  subsidiaries,  agencies,  affiliates  and  members  of  their  families  living  in  same  household  are  not  eligible  Void  where 
ahibited  You  are  automatically  entered  in  the  sweepstakes  each  time  a  charge  is  recorded  on  your  American  Express  account  for  a  stay 
a  Best  Western  hotel,  motor  inn  or  resort  in  the  United  States  or  Canada  from  9/12/94  through  12/31/94  Charges  received  or  recorded  by 
aerican  Express  after  1/31/95  will  not  be  included  m  the  drawing  You  also  may  enter  by  printing  your  name,  complete  address,  telephone 
mber  and  American  Express  account  number  on  a  3"  x  5"  paper  and  mailing  it  in  an  envelope  to:  Best  Western  United  States  Sweepstakes, 
D  Station.  P.O.  Box  3579,  Southbury,  CT  06488-3579  Entry  must  be  postmarked  by  12/31/94  and  received  by  1/31/95  Only  one  entry  per 
unped  envelope  No  mechanical  reproductions  permitted  Not  responsible  for  delays  in  mailing  or  submissions  of  American  Express 
arges  Odds  of  winning  will  be  determined  by  the  number  of  charges  recorded  and  entries  received.  Grand  Prize  valued  at  $4,210,  First 
lzes  valued  at  $1,880,  Second  Prizes  valued  at  $75  All  entrants  agree  to  be  bound  by  the  official  rules  which  may  be  obtained  by  sending 
ielf -addressed,  stamped  envelope  to  be  received  by  12/15/94  to:  Best  Western  United  States  Rules,  PND  Station,  P.O.  Box  750,  Southbury, 
'  06488-0750  Best  Western  International,  6201  North  24th  Parkway,  Phoenix,  AZ  85016-2023  ©1994  Warner  Bros  All  Rights  Reserved 
994  Best  Western  International,  Inc.  Best  Western  hotels  are  independently  owned  and  operated 


Helping  you  along  the  way.~ 


llflSlHCTEll 

Want  to  discuss  mar- 
ket trends?  Won- 
dering how  curren- 
cy fluctuations  are  affecting 
your  international  holdings? 
Confused  after  reading  the 
latest  article  on  the  use  of  de- 
rivative securities?  If  you  in- 
vest in  mutual  funds,  you  can 
get  many  questions  answered 
through  an  800  number. 

Spurred  by  competition  and 
aided  by  technological  break- 
throughs, fund  companies 
have  put  vast  resources  into 
their  telephone  lines  and  the 
people  who  staff  them.  "The 
phones  are  underutilized," 
says  John  Brennan,  president 
of  Vanguard  Group.  "I  don't 
think  shareholders  understand 
what  a  resource  they  can  be." 

Service  reps  can  do  a  lot 
more  than  state  the  current 
yield  on  a  money-market  fund 
or  arrange  for  transfers 
among  accounts.  They  have  a 
wealth  of  data  at  their  dispo- 
sal and  are  trained  to  answer 
a  variety  of  questions  not  al- 
ways related  specifically  to 
their  funds.  "Our  people  can 
handle  calls  as  diverse  as 
'How  are  you  hedging  the 
Swedish  krona  in  a  bond 
fund?'  to  'I  iust  inherited 
S  10,000:  What  should  I  do?'" 
says  Christopher  Wilson,  a 
Scudder,  Stevens  &  Clark 
principal  who  heads  custom- 
er relations.  "We  love  it  when 
people  try  to  stump  us." 
DAILY  UPDATES.  The  service 
isn't  limited  to  the  largest 
fund  groups.  John  Keefe, 
president  of  Keefe  Worldwide 
Information  Services,  esti- 
mates that  the  top  25  to  50 
companies  all  have  sophisti- 
cated phone  Q&A  operations. 
Computers  give  service  reps 
instant  access  to  account 
records,  fund  research,  and 
market  data.  They  can  even 
call  up  copies  of  paper  corre- 
spondence while  talking  with 
customers. 


usiness 


Worth  Noting 


■  stock  screener.  Since  its 
Sept.  8  purchase  of  the 
Marketba.se  stock-screening 
program,  Morningstar  has 
changed  the  name  and  cut  the 
price  by  more  than  half.  The 


Mutual  funds 


REACH  OUT  AND  TOUCH 
YOUR  MUTUAL  FUND 


Initial  training— often  three 
to  six  weeks— includes  more 
than  learning  how  to  wade 
through  databases  and  handle 
calls  efficiently.  Staffers  gain 
technical  skill  in  financial  mar- 
kets and  learn  about  the  spon- 


staying  in  touch  with  custom- 
ers is  so  important  that  every 
manager,  even  Brennan  him- 
self and  founder  John  Bogle, 
must  answer  phones  for  a  few 
days  every  year. 

Officially,  reps  can't  give 


sor's  entire  product  line.  And 
they  must  pass  a  two-hour 
and  15-minute  test  to  obtain  a 
license  to  sell  mutual  funds 
and  annuities  on  the  phone. 

Phone  reps  receive  daily 
news  summaries  and  update 
sheets  on  funds'  use  of  deriv- 
ative securities,  for  example. 
At  many  companies,  they 
meet  periodically  with  portfo- 
lio managers.  This  lets  reps 
ask  questions  about  strategy 
and  managers  learn  about 
shareholder  concerns.  Bren- 
nan says  Vanguard  believes 


company,  which  tracks  mutual 
funds,  will  sell  U.  S.  Equities 
on  Floppy  for  $995  a  year 
with  weekly  updates  (or  S295 
for  monthly,  $145  quarterly, 
and  $55  for  onetime  updates). 
The  disk  provides  200  facts 
on  each  of  6,000  stocks.  Call 
800  876-5005. 


You'll  get  information, 
not  sales  spiels,  since 
the  phone  reps  don't 
earn  commissions 

advice— that  is,  recommend  a 
specific  fund— but  they  are 
trained  to  ask  investors  about 
their  investment  needs,  time 
horizon,  and  risk  tolerance. 
Reps  then  narrow  down  the 
options  and  send  out  materi- 


■  INVESTING  HELP.  The  Scud- 

der  Investor  Series  (800  225- 
2470)  is  a  set  of  three  books 
and  a  computer  disk  covering 
investing  basics  and  saving 
for  college  and  retirement. 
Free  to  shareholders,  the 
books  are  $2.50  apiece  for  oth- 
ers—plus $2.50  for  shipping. 


als  on  a  few  funds.  Rec 
some  companies  created 
books  and  computer  pn 
that  walk  investors  thr 
the  fund-selection  proce: 
Rowe  Price  first  brough 
a  retirement-planning  kj 
1989  (updated  yearly), 
added  a  software  versici 
1992,  and  recently  creatfc 
guide  to  developing  a  di\  I 
fied  portfolio,  called  Per.  I 
Strategy  Planner. 
NO  DRONES.  You  won't  fi  \ 

hard  sell,  because  phone  I 
don't  earn  commission  I 
sales.  They're  trained  to  :  I 
on  an  investor's  needs,  h(  I 
that  people  who  unders  r 
their  funds  will  stick 
them,  says  Wilson.  It's  i: 
likely  you'll  talk  to  a  dul  ■ 
either.  Sponsors  attract  I 
caliber  people,  since  p  I 
jobs  are  seen  as  step  I 
stones  to  more  lucrativ  ■ 
reers,  says  Stephen  Gil  I 
head  of  mutual-fund  ma  m 
ing  at  Putnam  Investmefc 

Investors  who  just  1 
quick  access  to  account  i  I 
mation  can  call  automate  ft 
hour  phone  lines  that  |s 
voice-response  techno  £ 
Such  systems  let  ca  e 
transfer  money  betweei  n 
counts,  request  forms  or  I 
pectuses,  or  check  on  j  | 
prices.  T.  Rowe  Price  up<  |b 
its  system  last  year,  im]  |n 
ing  security  by  providing  t 
sonal  identification  numgr. 
It  allows  investors  to  ere  f: 
"funds  to  watch"  list  tha  p 
tomatically  provides  s  I 
prices  and  other  datE  |c 
funds  they  select.  And  a  e 
computer  link  lets  them 
form  these  functions  thr  g 
their  PC.  Plus,  they  car 
electronic  mail  to  corres 
with  customer  reps. 

Of  course,  phone  reps 
financial  planners  or 
brokers,  who  offer  a 
broader  view  of  invest 
options.  But  fund-comlu 
staffers  can  provide  fair! 
tailed   information  to 
make  decisions.  Keep  in 
that  you  are  paying  fo 
service  through  your  f 
expense  structure.  So  if  j 
not  calling  the  800  nu 
when  you  have  quesl 
you're  not  getting  your 
ey's  worth.  Amey 
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PERSONAL 


)NE 

SALUTES 

ANOTHER 


For  the  past  eighteen  years, 
Business  Week  has  recognized 
outstanding  leadership  in  the 
truck  industry  by  conferring 
the  Truck  Dealer  of  the  Year 
Award.  We  do  this  in  associa- 
tion with  the  American  Truck 
Dealers,  a  division  of  the 
National  Automobile  Dealers 
Association.  This  year  we  are 
honoring  Jeffrey  E.  Stoops  of 
Stoops  Freightliner— Quality 


Trailer,  Inc.  in  Indianapolis,  IN. 
Mr.  Stoops  was  chosen  by  a 
team  of  judges  from  the 
Indiana  University  Graduate 
School  of  Business  in  recogni- 
tion of  industry  excellence  and 
exemplary  community  service. 
Business  Week  proudly  salutes 
Mr.  Jeffrey  E.  Stoops,  the 
1994  Business  Week/ATD 
Truck  Dealer  of  the  Year. 


Mr.  Jeffrey  E.  Stoops 

1994  TRUCK  DEALER 
Of  THE  YEAR 


BusinessW 


Beyond  news.  Intelligence. 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX  (312)  337-5633  OR  WRITE 


_  -  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  63: 
CHICAGO,  ILLINOIS  60611 


Franchising 


UNIQUE  WHOLESALE  LITE  MFG  "GOLD  100"  FRANCHISE 

Success  magazine  rated  us  (again)  among  the  100  Best  franchises 
in  North  America.  Entrepreneur  rated  us  Top  Franchisor  in  our 
industry.  Time  to  find  out  why.  ($160,000  minimum  cash  required) 


Call  800  627-9998 


WHOLESALERS  TO  THE  RETAIL  /  PRINTING  TRADE 


Telecommunications 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

Programmed  to 
OnlV  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  Boylston  St.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem? 
TeleAdapt  provides 
solutions  which  enables  you 
to  connect  &  communicate 
from  anywhere  in  the 
world 

Contact  us  now  for  more 
information' 
USA  Tel:  408-370-5105 
Fax:  408-370-51  10 
CompuServe  ID:  72623,706 
UK  Tel:  +44  (0)81  421  4444 


Travel 


FLY  A  MiG  IN  MOSCOW 


Break  the  sound  barrier 
in  a  MiG-21.  Climb  to 
the  edge  of  space  in 
a  MiG-25. 

Experience  the  incredible  J 
tailslide  in  the  MiG-29.  W 
You  need  not  be  a  pilot.  MIGS  etc. 
offers  a  variety  of  planes  and  flight 
packages.  Packages  start  at  $5500 
Call  for  a  free  brochure. 

MIGSe/c.Inc  - 
MK5S     800  MIGS  ETC  (USA) 

813  923-0607 


Videos 


(Ik  TomKat 

\JPF  PRODUCTIONS 


BUSINESS  VIDEO  SERIES 


Learn  from  the  entrepreneurial  pros 
Network  Quality  videos 
provide  an  entertaining  and 
informative  look  at  a  variety 
of  subjects  crucial  to  the 
success  of  any  small 
business.    Call  today  for 
the  TomKat  catalog! 
Communications,  Sales,  Marketing,  and  More! 


(800)  580-0857 


Office  Supplies/Equipment 


America's  Lowest  Priced  ^TOIJSSALK 
Office  Supplies  Direct  to  You" 


g 


s|:-V 


9 AVERY 

!  Telephone 
Memo 
Book 

duplicate 
EA  #  50076 


«CC0  20-pt. 
Pressboard 
Report 
Cover 
•  Utter 
size 
J  #25971 

67C  EA 


Letter  Size 
20  II). 
Copier 
Paper 
#851120 

S1750 


i  a  mi  jixc  - 

J0  lb.  wT 
Copier  W  I . 
Paper    r  I 


CS 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  al  Wholesale 
Supply  Company  Over  9,600  different  items,  same -day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it. ..or  5%  back  onyour  purchase!  Call  for  details 
and  your  free  catalog.  1-800-962-9162 

Ad  Code  0085   


Computer  Services 


Conquer  Your 


Computer! 


Tech  Talk's  unique  service  pro- 
vides instant  help.  Subscribe  | 
now  and  receive  special  intro-  | 
ductory  package,  only  $9.95  . 
($100  value).  Satisfaction  ' 
guaranteed.  Free  brochure  &  | 
details  -  call  800-628-8280j 


Lr 


Business  Services 


"Destiny"  Makes  Business  Sense 


"Simple  &  Powerful"  -  PC  Magazine 
Expert  Business  Plan  Writing, 
Fmancial  Analysis  Software, 
Setup  Budgets,  Forecast, 
Manage  Cash  Flow 


Money  Back  Guarante 


i 800/366-5111 


Order  Today!  or  Contact  your  dealer 


Exclusive 
Real  Estate  Trends! 

Available  for  first  time,  twice  yearly 
report  1994-1995  senior-level  hiring  trends, 
forecasts.  Prepared  by  Ferguson  Partners. 
Send  $195  (checks  only)  for  midyear 
report  NOW,  year-end  report  to  come: 
Marks  Communications 
420  Frontage  Road 
Northfield,  IL  60093 
For  Info:  708/446-8155 


RESEARCH  REPORTS 

19,850  academic  topics  available1 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reportsalso  available 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave,#206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Business  Services 


^BIRR^ 


The  Elephant  Secretary 

remembers  all  your  important  dates, 
selects  amazingly  appropriate  cards, 
stamps  &  addresses  them  in  your  own 
handwriting.  &  gets  'em  there  on  time. 
We  do  airthe  work  &  you're  a  hero! 
How  do  we  do  it?  call  24  hours: 

1-S00-7-ELEPHANT 


Education/Instruction  , 


,  SPEAK  BETTI 

Complete  audio  programs  I 
VOICE  IMPROVEMf 
•  ACCENT  REDUCTl| 
by  David  Alan  Stern,  Ph 
$29.95  each 
1-800-753-1011 


43 


JAPANESE  RUSSIA! 
or  any  of  81  Language 
FREE  CATALOG 

Audio  Language  &  Knowledge  Institut'ljj 
1202  Lexington  Avenue  Suite  272-B 
New  York,  NY  10128 

800  722  6394 

212  343  1203 


Health/Fitness 


Businessman's  Pedorst 

(Ultra  Small  Step  Counters 
Doubles  as  a  Tie-Clasp 

Wear  on  a  necktie  I 
$39.95  Plus  $3.00  S/H 
Send  Check  or  M  O.  to  : 
BITS,  P.O.  Box  1331, 

Brentwood,  TN  37024 


Business  Services'; 


Office  Suite  ii 

China  » 

i  . 

Total  $10,000  to  on 
a  business  suit 
with  services  i 

•  Secretarial  services-li 
year  round 

•  5  day  free  hotel 
accommodation  per  I 

•  Full  Service  Busines 
Center 

Limited  Offer 
for  free  brochur 

1-800/356-61.1 

Fax  800/616-663 

Join  our  grouj; 

business 
tour  to  China 

October  23,  199 
to 

October  31,  198 


AD  RATES  AND  INFORMATION 
PHONE:  (3)2)  337-3090 
iX:  (312)  337-5633  OR  WRITE: 


-  —  BUSINESS  —  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  60611 


imputer  Software 


IEASED  PROFITS 

r  bookkeeping  and  increase  productivity  with 
mess  management  and  accounting  software 
stalled  in  your  business  for  as  little  as  S400. 

Call  for  free  demo. 

^  BusinessVision 

Bay  Boulevard.  Suite  255.  Clearwater.  FL  3461 9 
(800)  742-8188  Ext.  21 


ucation/lnstruction 


.LEGE1  DEGREE 

tance  your  career  potential! 

ur  no-classroom,  fully-accredited  degree  in 
is,  Nursing,  or  Liberal  Arts  using  Moore's 
jlly  refined  study  program  •  Earn  credits 
r  degree  from  The  University  ot  the  State  of 
Regents  College  •  With  our  materials  you 
the  necessary  exams  with  confidence  and 
•  Apply  for  our  interest-free  financing 


■I  INFORMATION  OR  A  TRANSCRIPT 
OATION,  CAU  OR  INRITF  TODAY! 


Educational 

PUBLISHERS 

Imonl  Blvd.,  Nashville,  TN,  37212-6006 
fi;3«3-5«3  •  fAX  (615)383-6559 
1-800-737-2222 


COLLEGE  DEGREE  AT  HOME 


B.A.  in  Business  mAHMfY 
iviror.mental  Studies  UjVUmlUV 


UNIVHKSI  I  Y 


anagement/ 
ental  Studies 
I  lor  tuition 
sment  by  major  companies, 
i  catalogue  call  1-800-767-CHAD. 


MXRFDrTHJ  MEMBER 

V.t.'J  li ...  wiicn  ,.( (  ni.fnui, 

<wj  Colleges 


/ersity  Degrees 


d  Self  Paced  Home  Study 
b  Bachelors  Masters  Doctors 

Admin,  Public  Admin.  Health 
in,  Human  Resources.  Finance, 
lal  Business.  Tech  Mgmt,  Law 
Psychology  Call  lor  brochure 
800)477-2254  (24  hrs) 
hern  California  University 
r  Professional  Studies 
7  St-BW,  Santa  Ana,  CA  92701 


>y  Distance  Learning 

helor  s  degree  required 
Iritish  university 

t  by  The  Economist  Intelligence 
as  one  ol  the  world's  bes!  MBAs 
3T-WATT  UNIVERSITY 

North  American  Distributor 

tuck.Suite  2,  Berkeley  CA  94709 
800-MBA-0707,  Exl.  20 


REE  VIDEO 


TERNAL  DEGREES 

IA/BS  MS/MBA  PhD/JD 
I  for  work. /life  exp.  •  Accredited 
800)  444-8569  (24  hrs.) 

aSalle  University 

569  Mandeville,  LA  70470-4000 


Menswear/Fashion 


A  Hat  for  All  Reasons 

!  The  100%  wool  fell  outback  h 
This  water-repellent  hat  is 
trimmed  in  leather  for 
dress-up,  dress-down 
versatility.  And  it's  designed 


HARTFORD  YORK  LTD. 

to  hold  it's  shape,  even  if 
crushed!  Black,  chocolate,  or 
khaki.  $39.95  all  sizes. 
Please  phone:  800-936-5646 


Buildings/Structures 


FACTORY  CLEARANCE! 


SAVE  UPTO  45% 


Buy  Factory  Direct.  Build  it  yourself! 
20»32«25x48 
35  x  56  •  50x124 

800  888  4606  IfSfrta 


Business  Opportunities 


TELECOMMUNICATIONS 


OWN  PART  OF  AN  SMR 
TELECOMMUNICATIONS  WEST 
COAST  NETWORK  PRESENTLY 
UNDER  CONSTRUCTION  IN 
CALIFORNIA  &  NEVADA 
$10,000  risk  capital  required 
IRA  &  Self-directed  peisioi  plot  qualified 

Cova  Communications 

800  7231338,  FAX  407  844-5844 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-Sell-Trad* 

LaserJet  ColorPro 
DeskJet  Draft  Pro 

RuggedWrtter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available. 

Ted  Dasher  &  Associates 

4117  Second  Ave  .  S.  Birmingham.  AL  35222 
Phone:  205/591-4747  Fax:  205/591-1108 
SOO/A3S~«833 


Direct  Marketing 


TAKE  A  QUANTUM  LEAP 
INTO  DATABASE  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/862-2220  Fx:  716/842-6049 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality 
Send  for  T 
CATALOG 


HITCHCOCK  SHOES.  INC 

Dept.  55  P  Hingham.  MA  02043 


Investment  Services 


Correction  Done 
Interest  Rates 
at  their  Peak? 

Read  the 
Aggressive  Investor 
to  find  out. 


Three  months 
One  year 


$  55 
$195 


The  Aggressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Corporate  Gifts 


WHY  PAY  MORE??? 

FACTORY  DIRECT!!! 

'Free  Set-up,  Die,  Artwork,  Shipping* 

\v  Embroidered 
Caps  as  low  as 

$3.55 

Embroidered  Jackets 

as  low  as  $26.50 

Embroidered  Polo  Shirts 

as  low  as  $13.90 
Patches  3"  as  low  as  $  0.37 
Lapel  Pins  3/4"  as  low  as  $  0.55 
800/775-7722 

for  free  catalog 
Best  Greetings,  Inc. 


Corporate  Gifts 


PROMO  G 


IMPRINTED 
PORCELAIN 
MUGS 


m 


I 


YOUR  ^AS  LOW  AS' 

Ml  T99C 


SOLAR 

CALCULATORS 

1-800-936-5646 

IDSOGEAR 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


A  Tour  of  Calif'o 


"c//i/te 
Cjou/ttrt/ 

Delivered  To  Your  Do 


rake 


"Wine  Country,"  &  receive  2  bottle 
of  premium  "limited  availability" 
wines  from  one  of  California's 
undiscovered'  wineries,  plus  exclu 
sive  newsletter  Quantity  orders  at 
discount  Gift  subscriptions  Only 
$26  50/mo.  delivered  to  your  home/otf.ce 

1800  858  WINE 

19  4  6  3  1 


Art/Collectibles 


GALERIE  D'  SPORT 
Presenting  Wearable 
Sports  Fine  Art 

Fine  clothing  for  people  who  love  the  game 
T-shirts.  Sweatshirts  &  Jackets  of  the  highest 
quality  depicting  visions  of  sport  by  some  of 
the  most  respected  artists  in  the  country. 

For  Free  catalog  call 
Galerie  d'  Sport  1-800/299-3399 
Fax:  714/457-9106 


Corporate  Gifts 


CORPORATE  SQUEEZE 


Your 
logo  wilT 
definitely  be  seen 
and  squeezed  when  it  is 
imprinted  on  these  popular' 
latex  stress  balls'  An  ideal 
corporate  gitt  or  trade  show 
giveaway,  it  gets  your  corporate  message  right  in 
the  hands  ot  the  decision  makers 
Special  Offer! 
For  a  limited  time  only  you  can  order  as  tew  as 
48  balls  with  your  one  color  logo  for  as  little  as 
$6  95  each1  A  $1 2.95  retail  value 


1-800-936-5646 
IOBOGEAR 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


WORLD  FOOD  DAY 


OCTOBER  16th 

World  Food  Day,  now  in  its  14th  year,  is  observed  worldwide.  In  the  U.S.,  the  450  private,  voluntary 
organizations  which  make  up  the  National  Committee  work  together  with  more  than  20.000  community 
organizers  to  increase  awareness,  understanding  and  year-around  action  on  the  complex  issues  of 
food  security  for  all.  To  find  out  how  you  or  your  organization  can  become  involved  contact: 

'XxJ^  U.S.  National  Committee  for  World  Food  Day 

1001  22nd  Street,  N.W.  •  Washington,  D.C.  20437  •  202-653-2404 


IHIiT4^tV/=ra!lfiT5 


DUCTION 

from  last  week;  -0.1% 
from  last  year:  4,2% 


1967=100  (four-week  moving  average} 


Sept.  10 
199.8 


LEADING 

Change  from  last  week:  0.2% 
Change  from  last  year:  8.3% 
246  


Sept  10 
245  3 


ml 


Sept.  3 
199.9r 


240. 


228. 


Jan 
1994 


May 
1994 


Sept 
1994 


222 


Sept.  3 
244.7 


Sept 
1993 


Jan. 
1994 


May 
199d 


Sept 
1994 


Deduction  index  was  virtually  unchanged  during  the  week  ended  Sept.  10, 
as  been  flat  since  mid-August.  Seasonally  adjusted  output  of  autos,  lumber, 
ks  rose  sharply,  and  paper,  coal,  and  crude-oil  refining  output  increased  as 
lei,  electric  power,  and  paperboard  production  fell,  while  rail-freight  traffic 
hanged  from  the  previous  week.  Before  calculation,  the  index  rose  to  200.1, 
evised  199.1. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc 


The  leading  index  increased  during  the  week  ended  Sept.  10.  The  growth  in 
materials  prices,  while  still  quite  strong,  was  slightly  below  its  pace  of  the  previous 
week.  Lower  stock  prices,  higher  bond  yields,  and  slower  M2  growth  also  suggested 
less  economic  growth  ahead.  The  growth  rate  for  real  estate  loans  rose  and  business 
failures  declined.  Before  calculation  of  the  four-week  moving  average,  the  index  was 
basically  unchanged  at  246.0. 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


EEEaEElBSE 


Latest 

Week 

%  Change 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

week 

ago 

year  ago 

17)  thous  of  net  tons 

1,737 

1,781# 

-5.3 

STOCK  PRICES  (9/16)  S&P  500 

469.70 

471.74 

2.0 

>/17)  units 

134,945 

1 1  l,874r# 

24.6 

CORPORATE  BOND  YIELD,  Aoa  (9/16) 

8.32% 

8.22% 

24.9 

9/17)  units 

1 19,471 

104,1 13r# 

14.4 

INDUSTRIAL  MATERIALS  PRICES  (9/16) 

107  6 

107  1 

13.6 

POWER  (9/17)  millions  of  kilowatt-hours 

63,823 

59,863# 

8.0 

BUSINESS  FAILURES  (9/9) 

304 

326 

-9  5 

IL  REFINING  (9/17)thous.ofbbl./day 

14,066 

14,403# 

1.5 

REAL  ESTATE  LOANS  (9/7)  billions 

$439  2 

$438.2 

5.6 

10)  thous.  of  net  tons 


19,095#  20,949 


8.9     MONEY  SUPPLY,  M2  (9/5)  billions 


$3,559  9  $3,563.2r 


1  9 


lARD  (9/10)  thous.  of  tons 


884. 1# 


904  2r 


6  5     INITIAL  CLAIMS,  UNEMPLOYMENT  (9/3)  thous 


330 


333 


2  5 


710)  thous.  of  tons 


832.0# 


832. Or 


2  8 


(9/10)  millions  of  ft. 


398. 5# 


474.1 


2  4 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 


IGHT  (9/10)  billions  of  ton-miles 


22.0# 


24.7 


8  9 


American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA1',  Association 
in  Railroads 


IGN  EXCHANGE 


latest 
week 

Week 
ago 

Year 
ago 

E  YEN  (9/21) 

98 

99 

106 

MARK  (9/21) 

1  55 

1.54 

1.65 

POUND  (9/21) 

1  58 

1.57 

1.50 

FRANC  (9/21) 

5.29 

5.27 

5  75 

N  DOLLAR  (9/21) 

1.34 

1.35 

1.32 

IANC  (9/21) 

1.28 

1  28 

1  44 

PESO  (9/2 1)3 

3.401 

3  411 

3.1 17 

Major  New  York  banks.  Currencies  expressed 
ressed  in  dollars 

in  units  per  U.S.  dollar,  except  for  British 

ES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

'21)  $/troy  oz. 

394.900 

390.300 

11.4 

RAP  (9/20)  #1  heavy,  $/ton 

134.50 

134.50 

19.6 

IFFS  (9/20)  index,  1967=100 

211.5 

215.3 

0.3 

(9/17)  C/lb. 

12a  5 

121.3 

39.8 

JM  (9/17)  C/lb. 

77.5 

75.8 

47.6 

9/17)  #2  hard,  $/bu. 

4.04 

3.99 

20.6 

(9/17)  strict  low  middling  1-1/16  in.,  C/lb. 

72.78 

72.54 

34  2 

London  Wednesday  final  setting,  Chicago  ma 
eta/s  Week,  Kansas  City  market,  Memphis  mar 

rket,  Knighl-Ridd 
ret 

er  Commodity  Research 

EEIEIE 

m 

V 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (A, 

gust}  annual  rate,  thous. 

1,442 

1,413r 

9.3 

INDUSTRIAL  PRODUCTION  (August)  total  index 

1 18.5 

1  17  7r 

6.7 

CAPACITY  UTILIZATION  (August) 

84.7% 

84.3%r 

4.1 

RETAIL  SALES  (August)  billions 

$186  6 

$185  1 

7.1 

Sources:  Commerce  Dept ,  Federal  Reserve,  Census  Bureau 


52321 


TTTT 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (9/5) 

$1,155  9 

$l,154.9r 

4  9 

BANKS'  BUSINESS  LOANS  (9/7) 

299  2 

300.2r 

10.3 

FREE  RESERVES  (9/14) 

498 

505r 

1409.1 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/14) 

148.9 

149  4 

-5.7 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  a  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/20) 

4.70% 

4.64% 

3.12% 

PRIME  (9/21) 

7.75 

7.75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (9/20) 

5.01 

495 

3.16 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/2  n 

5.04 

4.95 

3.1 1 

EURODOLLAR  3-MONTH  (9/16) 

4  94 

4.88r 

3.08 

Sources:  Federal  Reserve,  First  Boston 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
n  Wood  Products  Assn.    2  =  Southern  Forest  Products  Assn.     3  =  Free  marketvalue    NA=Notavailoble    r=revised     NM  =  Not  meaningful 
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"YOUR 
FREE 
CATALOG 
KNOCKED 
MY  SOCKS 
OFF" 


We  get  that  sort  of  comment 
all  the  time.  People  are 
impressed  that  our  free 
Consumer  Information 
Catalog  lists  so  many  free 
and  low-cost  government 
booklets.  There  are  more 
than  200  in  all.  containing  a 
wealth  of  valuable 
information. 

They  tell  you  how  to  make 
money,  how  to  save  money 
and  how  to  invest  it  wisely. 
They  tell  you  about  federal 
benefits,  housing,  jobs,  and 
learning  activities  for 
children.  They  fill  you  in  on 
nutrition,  health  and  much, 
much  more. 

Our  free  Catalog  will  very 
likely  impress  you.  too.  But 
first  you  have  to  get  it.  Just 
send  your  name  and 
address  to: 

Consumer  Information  Center 
Department  KO 
Pueblo.  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U  S.  General  Services  Administration 


Index  to  Companies 

This  index  gives  the  starting  page  tor  a  story  or  feo- 
ture  wilh  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


A 

Acer  8 

Dallas  Cowboys  56 

l               ]  00 

Dart  6 

AIG  132 

Zz-zz.ei-  88 

Ajax  Adhesives  121 

I                   -  128 

Aladdin  Industries  12 

•••  -i-  62 

American  Funds 

3e    Zz~z~'f  33 

G'o.p  110 

... 

_ e  '■'  ::"e             •    l  10 

-  -  e  -  -  r  3'  "e  8 

Digital  Equipment  6 

-                       ■   z  54 

Dillard  Department 

-zz  t  ':~:.-e-  12.  20, 

Stores  128 

88  94 

Diversified  Pharmaceutical 

I  -  z z  e '  110 

Se-.  :es  78 

Arthur  D.  Lrrrle  117 

__:.^.*e  58 

As"c  76 

E 

*  :  ~  -  -  -  s.   a 

•-jr."     10      lift  116 

_>              IX;       1     IV(       1  IU 

EDS  116 

-  •  s  56 

FJ  L3y  78 

Avon  94 

Enrollment  Technologies  20 

B 

t 

iz-zz  zz  ~zz-  z  66 

-eze-z^z  Department 

Bankers  Trust  62 

Stores  128 

a_-8-;:  18 

-  - -.  - ves—"e-*s  18 

:•  ;  62 

:; :    Ire  S  :e  56 

Bell  Atlantic  116 

Forrester  Research  94 

;e  5;.-  117 

Fox  56,  86 

;e-ge-            ;  94 

Franldin  Resources  100 

»-;-e-  s--  —  -  76 

Freighriiner  57 

;            e  86 

G 

Booz,  Allen  &  Hamilton  94 
Brasilpar  Rnancial 
Serv  ces  66 
Brazil  Wane--  66 
Brewers  Retail  88 
Bundesbank  142 


I:-;-::  116 
Capital  Gties/ABC  56 
Zzz  -z  'i^z  :-  i 
Va-age- e-'  110 
Zz — Ve  Z  -e~z  54 
-__e.  ___e,  -_e 

S-ores  128 
Zz-e-z  er  57 
CBS  56,  86 

Central  Europe  Trust  100 
Chevy  Chase  Federal 
Savings  Bank  22,  122 
Z—  s-C'3"  -  =  -s-e<  86 
Chubb  132 
C  — e«  26 

Citibank  18,  122,  142 
:  -• :  88 

Cleveland  Electric  58 
CocaCola  54,  88 
Compagnie  Finanaere  de 

'z-zzi  100 
Compaq  Computer  8/  IX 

66  88 

Computer  Intelligence 
InfoCorp  94 

Creative  Artists  Agency  54 
Crown  Books  6 
CS  '-  ■:■  Izvz-  100 
Cupep  73 


3E  58 

3:  Zzz'z  Se--  :es  62 
Glaxo  76  78,  112 
GM  56,  66 
3;c:-e;- 66 
3  -  z -  •  5  e  e ; e :  ■  12 
3-ee-  =  56 

3-ee-  -  :-  10C 
110 


i  3.  s'  88 

-er - S: 

Rehabilitation  116 
HS1  Services  68 
Hyseq  121 

I  

IBM  8,  88,  94,  112 

Imperial  Chemical 

-s-s-es  78 
Intel  88  94 
-e--~e  12 

I.R.I.S.  Amencc  20 

J  

,abra  121 
.z-z  -e  68 
J.C.  Penney  128 
.z--iz~  i  . z "sz~  88 
J. P.  Morgon  62,  100  122 

K  

Kmart  62 

L  

Lake  States  112 
Lehman  Brothe-s  100 


Levi  Strauss  56 
Lloyd's  of  London  132 
12 

-og  "ec-  20 

Long  John  Silver's 
•  62 

: '. :  Z  e  •  e  zz~S"  62 
ynch,  Jones  &  Ryan  1 10 

M  

Vccy    '.-  128 
Martin  Marierc  12 
••■  3e-e'c 
Hospital  117 
May  Department 
Stores  128 
McDonald's  56 
McGraw-Hill  8,  48,  110 
v-C  56 

78 

ve:::  76 
ve-:.  76 

Merrill  Lynch  18,  26,  47, 
100 

'."e':e-:  /3 

Micron  Technology  62 
Microsoft  6,  8,  20,  62,  88, 
94 

v  z-z-e  Vb 
MMS  International  48 

• .   •• .  26  100 
...  ;     .  i  34 

v  o-cro  :  73 
Musicom  6 

N  

National  Commercial  Bank 
'00 

National  Power  100 
NationsBank  122,  125 
NatWest  Securities  128 
NBC  86 
NEC  73 
Se<:-  3 
'.e~:   Zz-z  56 
New  York  Giants  56 
' .  e  -.  • :  •■  ~-  -.z     '-.  110 
'•zzz  12 

6  125 

North  Coast  Energy  12 

O  

Ohio  Edison  58 
Optical  Radiation  116 
Z-zzs  62 
Owens-Coming 
z  ze-z  Z:  121 

p_  

-  :  ;e  110 
Packard  Bell  8 
Paramount 

Communications  12,  36 
-Z--Z  -  62 
Paul  Schulman  56 
PCS  Health  Systems  78 
Pemex  73 

Pennsylvania  Power  58 
PepsiCo  54 
:e— -  *e  e-  s  z-  86 
Philadelphia  Eagles  56 
Physician  Corp.  of 

i-e-  zz  116 
_  -  c-ee*  3'-.c  100 
PNC  Investment 

Management  128 


Police  &  Fire  renaorf 
Fund  110 
Prodigy  8 
Putnam  Investments 


jnrum  Fund  1041 


116 


Ralcorp  116 
Ralston  Purina 

116 
',e-c.-  100 

Rotech  Medical  ' 

S 


zz'-.'-z-  62 

ScJick  Health  Care 
5:  :-c-e-s 
Sanford  C.  Bemsteit 
z:.zz~-  S-e-e-s  i 

Cok  134 
Shared  Medicai 

Systems  116 
j  Shawmut  Notional 
Shoppers  Food 

Warehouse  6 
S*-l  116 
Smith  Bamey  57 
:  SmithKline  Beechanr 

:.  ;-•  86 
Soros  Fund 

:r~e--  104  — 
Standard  &  Poor's 

110 

Symbol  Technologie 
T 


12 

Texaco  56 
Time  Wamer  86 
e:  :  zz  iz~  58 
~-z>  -i  6 
Tri-County  Heahh  ^ 
Systems  117 
Triarc  62 
'■z.-i  86 
9i 

'  '■  :  -e      :e  134 
Twentieth  Century  I 
Funds  110 


U.iited  Paramount 
Ne--c<  86 


Vanguard  Group  ■ 
Viacom  12,  86 
Viemam  Opportunil) 

Fund  100 
Visa  18 

.  s  c-ee-  20 


W 


Wal-Mart  Stores  If  « 
Worner-Lambert  7% 
WB  Netwcrlc  86 
Wellcome  78 
Westinghouse  FJed  E 
Wolfram  Research  I 


Zeneca  Holdings 
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planning  yet  another 
>rt-term  interest  rates? 

bond  investors  certainly 
ing  like  it  will.  Bond  pric- 
d,  forcing  the  yield  on 
ir  U.  S.  Treasury  bond  to 
t  level  in  more  than  two 
cks  took  a  pounding  as 
ept.  20,  the  Dow  Jones 

dropped  more  than  67 
worst  hit  in  six  months, 
locks  doing  well  of  late 
(hat  benefit  from  infla- 
as  gold  mining,  alumi- 
Is,  and  paper 


STOCKS 

Sept.     Mar      Sept     Sept.  15-21 


BONDS 

Sept      Mar.     Sept.    Sept.  15-21 


THE  DOLLAR 

Sept.     Mar.     Sept.    Sept.  1 4-2 1 


-  461.46 
460      1 400 


52-week  change 
+ 1 .2% 


1  -weok  change 
-1.6% 


455  1300 


--  - 


jr   96 


52-week  change 
-16.7% 


1-week  change 
-1.3% 


52-week  change 
-4.2% 


1  -week  change 
-0.4% 


KET  ANALYSIS 


CKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

S  INDUSTRIALS 

OMPANIES  (S&P  MidCap  Index) 
IAPANIES  (Russell  2000) 
.NIES  (Russell  3000) 

3851.6 
173.8 
254.4 
265.8 

-1.1 
-1.3 
-1.2 
-1.5 

8.6 
0.9 
3.2 
0.6 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

4.91% 
7.80% 
2.75% 
18.3 

4.68% 
7.67% 
2.71% 
18.6 

2.98% 
6.09% 
2.76% 
23  6 

1  STOCKS 

Latest 

%  change  (local  currency) 

UT«aL               CO  1- 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

461.0 
40.0% 
0.41 
1.17 

460.9 
42.0% 
0.39 
1.07 

Positive 
Neutral 
Positive 
Positive 

FINANCIAL  TIMES  100) 
KKEI  INDEX) 
[TSE  COMPOSITE) 

3014.8 
19,885  4 
4358  6 

-2.1 
-0.2 
0  3 

0.2 
-1.4 
10.2 

STRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS,  BRIDGE  INFORMATION  SYSTEMS  INC. 

NTH  LEADERS 

%  change 
1 -month  12-month 

Strongest  stock  in  group 

% 

1  -month 

change 

12-month 

Price 

IINING 

15.9 

18.7 

PLACER  DOME 

20  1 

27  9 

245/s 

IJM 

11.7 

30.8 

REYNOLDS  METALS 

15.1 

23.7 

56  Va 

10.1 

49  9 

ASARCO 

16  6 

87.1 

32  Vi 

KTURED  HOUSING 

10.1 

11.0 

FLEETWOOD  ENTERPRISES 

10.4 

6.3 

2SV* 

CONTAINERS 

9.9 

40.7 

STONE  CONTAINER 

20.4 

146.3 

205/e 

NTH  LAGGARDS 

% 

1  -month 

change 

12-month 

Weakest  stock  in  group 

% 

1 -month 

change 

1 2-month 

Price 

s 

-8.5 

-21.3 

SOUTHWEST  AIRLINES 

-15.7 

-32.1 

22  3  4 

NCE  BROKERS 

-8.0 

-13.7 

MARSH  &  MCLENNAN 

9  0 

-14  2 

773/8 

C  COMPANIES 

-6.8 

-30  8 

NIAGARA  MOHAWK  POWER 

-23  0 

-51.0 

12Vs 

0RTATI0N  SERVICES 

-6.3 

8  0 

FEDERAL  EXPRESS 

-13.2 

1.9 

60 

TY  APPAREL  RETAILERS 

-4.7 

2.2 

GAP 

-16.1 

35.6 

35', 

IAL  FUNDS 


total  return 


MORNINGSTAR  INC. 


% 


LAGGARDS 
Four-week  total  return 


% 


1H  S&P  500 

4-week  total  return 


Average  fund 
52-week  totol  return 


rON  STRATEGIC  INVESTMENTS  13  9 

AN  ASSOCIATED  13  0 

ME  AMERICA  HARTWELL  EMERG.  GR.A  12  6 


tal  return 


DFA  JAPANESE  SMALL  COMPANY 
DREYFUS  EDISON  ELECTRIC  INDEX 
T.  R0WE  PRICE  JAPAN 

52-week  total  return 


rON  STRATEGIG  INVESTMENTS  73  3 

I  EMERGING  MARKETS  INSTL.  54 .3 

N  STANLEY  INSTL.  ASIAN  EQUITY      47  7 


-6  4 

-5.5 
-4.8 

% 


M0NITREND  GOLD  -35.3 
STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -29  2 
AMERICAN  HERITAGE  -24.9 


riVE  PORTFOLIOS 


DRI/McGRAW-HILL 


lounts 

I  the  present 

$10,000 

one  year  ago 

arrfolio 

es  indicate 
>tal  returns 


Foreign  stocks 
$11,873 
-0.44% 


Gold 
$11,034 

+1.10% 


U.S. stocks 
$10,520 

-0.89% 


llll 


UJ 


Money  market  fund 
$10,205 

+0.05% 


Treasury  bonds 
$9,023 
0.00% 


his  page  are  as  of  market  close  Wednesday,  Sept.  21,  1994,  unless  otherwise  indicated.  Sept.  20.  Mutual  fund  returns  are  as  of  Sept.  16  Relative  portfolios  are  valued  as  of  Sept.  20.  A  i 
ips  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close        detailed  explanation  of  this  page  is  available  on  request,  r  =  revised 
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BRINGING  ECONOMIC 
DEMOCRACY  TO  HAITI 

Almost  anything  Mexico  makes,  Haiti  can  also  make. 
Therein  lies  the  economic  salvation  of  one  of  the 
world's  poorest  countries.  But  before  Haiti  can  gain 
a  foothold  in  the  modem  global  economy,  it  must  democratize 
its  economy  as  well  as  its  political  system  (page  50).  Unless 
Haiti's  economic  oligarchs  are  curbed  along  with  its  generals, 
crony  capitalism  will  continue  to  impoverish  Haitians,  driving 
many  to  the  shores  of  Florida. 

The  good  news  is  that  there  is  room  for  cautious  optimism. 
A  thriving  maquiladora-type  of  assembly  industry  employing 
up  to  80,000  people  existed  before  the  U.  S. -imposed  em- 
bargo. Revived,  it  can  be  used  as  an  engine  of  economic- 
growth,  as  in  Mexico.  Haiti's  large  expatriate  community 
is  also  a  major  plus.  Many  are  professionals,  others  are 
small-scale  entrepreneurs.  As  in  China,  expatriates  can  pro- 
vide skills,  capital,  and  overseas  contacts  to  foster  economic 
growth.  Finally,  Haiti's  farmers  own  their  land.  Irrigation  can 
enable  Haiti  to  export  fruits  and  vegetables,  like  Chile. 

The  bad  news  is  that  a  small  number  of  families  have  an 
economic  stranglehold  on  Haiti.  Eschewing  investment  in 
the  country  in  favor  of  sending  capital  overseas,  they  have 
used  the  state  to  create  an  insular,  protected,  no-growth 
economy,  where  contacts,  not  markets,  dominate. 

This  must  stop.  Washington  can  lift  the  embargo  and  re- 
build the  infrastructure,  but  in  the  end,  it  will  have  to  help 
free  Haiti's  people  to  practice  the  entrepreneurial  activities 
for  which  they  are  justly  known. 


DON'T  LET  LATIN  AMERICA 
SLIP  AWAY  

The  Clinton  Administration  has  managed  to  set  the 
stage  in  Haiti  for  the  return  of  duly  elected  President 
Jean-Bertrand  Aristide.  But  the  bright  lights  of  a  news 
conference  should  not  blind  the  President  to  the  fact  that  his 
foreign  policy  team  remains  inadequate  and  his  approach 
to  Latin  America  confusing. 

Messrs.  Carter,  Powell,  and  Nunn  pulled  President  Clin- 
ton's chestnuts  out  of  the  fire  just  before  his  waffling  was 
about  to  force  him  to  enact  an  international  farce— the  send- 
ing of  a  U.  S.  armada  to  defeat  three  small-time  thugs. 

There  has  to  be  a  better  way.  For  starters,  it's  clear  that 
the  weight  and  respect  of  Clinton's  three  emissaries  were  key 
to  the  compromise  agreement  reached  in  Haiti.  The  President 
must  get  these  kinds  of  individuals— if  not  the  three  men 
themselves— inside  his  Administration. 

The  White  House  must  also  move  away  from  its  ad  hoc 
approach  to  making  foreign  policy  for  Latin  America.  The 
President  won  big  on  NAFTA,  and  Washington  should  focus  on 
expanding  the  pact  south.  Yet  while  Chile  once  hoped  for 
quick  inclusion,  the  Clinton  Administration  has  made  its  en- 
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try  more  difficult  by  giving  up  fast-track  trade  legislatia  i 
exchange  for  easier  passage  of  the  General  Agreemei,  o 
Tariffs  &  Trade.  It's  a  long  time  from  May  to  September. 
while  Clinton  may  have  had  to  dump  fast  track  for  GACp 
day,  it  is  only  because  he  failed  to  build  a  political  consieu 
for  it  in  the  spring. 

Latin  American  countries  are  already  hedging  their  let: 
Chile  belongs  to  the  Asian-Pacific  Economic  Cooperrjo 
group  and  trades  more  with  Japan  than  with  the  U.  Spt 
gentina  is  moving  toward  Brazil  in  a  new  economic  dtor 
Mercosur,  which  is  cutting  deals  with  Europe.  Indeed,  \fss 
ington  appears  almost  unaware  of  the  October  Bra^k 
election,  where  centrist  Fernando  H.  Cardoso  may  wife 
presidency  and  set  the  $500  billion  economy  on  a  new  cp 
of  rapid  growth. 

A  Western  Hemispheric  summit  is  scheduled  for  D«ki 
ber.  Washington  has  until  then  to  learn  two  lessons:  Re:*' 
ed  diplomats  and  clear,  consistent  strategies  are  critical  fl 
ecuting  foreign  policy. 


NO  LACK  OF  CAPITAL 

IN  THIS  GLOBAL  RECOVERY 

It's  the  hottest  buzz  in  world  financial  circles.  Fror  tl 
Bundesbank  to  Citibank,  the  really  big  issue  of  thar. 
ment  is  whether  or  not  there  is  a  global  capital  shoia^ 
If  there  is,  interest  rates,  already  rising,  may  jumra: 
choke  off  growth.  If  not,  the  world  economy,  now  buildii'  i 
steam  in  Europe,  Asia,  and  Latin  America,  will  chug  on 
generating  jobs,  income,  and  lots  of  trade  (page  100). 

So  far,  the  debate  has  centered  around  the  demanca: 
supply  of  capital.  Is  there  enough  capital  to  meet  the  sclrii 
demands  of  China,  India,  Mexico,  and  Russia,  as  well  i:t\ 
Group  of  Seven  industrial  countries? 

The  real  issue,  however,  involves  not  simply  the  quati 
of  capital  but  its  delivery.  This  global  recovery  is  diffrei 
from  all  others  because  of  the  prominent  role  private  coit 
markets  are  playing  in  financing  growth,  particularly  i  tl 
emerging  markets.  Where  there  are  new,  creative  wes 
moving  capital,  capital  is  being  delivered.  Where  le 
aren't,  capital  stops  flowing  and  economic  growth  stall 
Take  the  rise  of  new  capital  markets  around  the  wor^ 
Russia,  Americans  and  Europeans  are  investing  someB5 
million  a  month  in  new  equities.  Stock  markets  in  ii 
trade  billions  a  year,  and  the  combined  value  of  equitis 
Latin  American  bolsas  comes  to  nearly  $500  billion. 

The  U.  S.  mutual-fund  industry  is  investing  billions  c  c. 
lars  globally.  Four  Vietnam  funds  have  combined  assds 
$260  million— not  bad  for  a  country  with  no  stock  exchn; 

But  as  private  capital  moves  into  markets  aroun>  t 
world,  investors  want  more  protection.  They  need  highe  t 
closure  standards  and  greater  transparency  of  balance  ste' 
This  is  as  true  for  U.  S.  pension  institutions  as  it  is  fo:C 
nese  and  Russian  individual  investors.  Delivering  capiiJ 
ficiently  requires  knowing  the  risks  to  calculate  the  revir 
Right  now,  there  is  no  capital  shortage  for  any  countrjw 
ing  to  do  just  that. 
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NUMBER    1  1  -  PRIORITY  MAN 


erson  wants  to  get  15 
screenplays  to  L.A. 


Goes  to 
Post  Office. 


\ 


Package  gets 
noticed. 
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Doesn't  want  to  pay 
overnight  prices. 


Finds  out  Priority  Mail  ' 
is  a  very  smart  solution. 


Person  sells 
screenplay. 


Doesn't  want  to 
worry  either. 


Doesn't  cost 
much. 


Starts  wearing  designer  suits 
and  putting  gel  in  his  hair. 


For  more  information  on  Priority  Mail  and  other  Smart  Solutions, 
call  1-800-THE-USPS,  ext.  1127. 
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HP  V«ctra  VL2  PCs 

HP  quality  in 
value-priced  PCs,  from 
SI. 049 


HP  Vectra  IM2  PCs 

High-performance 
network-ready 
PCs  in  a  slimline 
package,  from 
S1.429 
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High-performance 
PCs  for  the  connected 
office,  from 
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HP  Vectra  XM2  PCs 

Exceptional  486 
performance  for 
advanced  business 
use,  from 
S2.069 
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The  ultimate  PCs 
for  advanced  business 
and  technical 
applications,  from 
S3, 749 


HP  Vectra  Interactive  PCs 

Integrated  multimedia 
and  communications 
solutions  for 
business,  from 
SI, 559 


HP  offers  a  full  3-year 
warranty  on  all  PCs, 
including  1-year  on-site 
and  2-year  carry-in: 
For  more  information,  call 
1-800-322  HPPC.  Ext  8781 
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.    ,i,.H„  mnn,i»,s  Microsoft  and  Ihe  Windows  logo  are  registered  trader! 
,  (VL2,  N2,  M2-,  Interacve  PCs,  XM2-2,0MB  IDE.  XU-270MB  SCSI-2.  Pnces  do  no,  mclude  monrtors  M,croso  ^  


P  c 
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looking  at 
partnership 
in  a  whole 
new  light. 

If  you  have  PCs  on  a  network, 
hardware  and  software  compat- 
ibility is  undoubtedly  one  of 
your  biggest  concerns.  You 
need  to  know  who's  talking 
to  whom. 

And  you  can  start  by  talking 
to  Hewlett-Packard.  Together 
with  partners  like  Intel, 
Microsoft*  Novell  and  others, 
we're  developing  technology 
that  ensures  true  compatibili- 
ty, across  the  board  and  across 
the  network.  So  your  PC  runs 
everything  it's  supposed  to, 
wherever  it's  supposed  to. 

Because  if  it 
doesn't  work  in 
your  environ- 
ment, it  doesn't 
work  at  all. 
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A  lot  of  furniture  budgets  are  uncomfort- 
ably tight  these  days. 

And  maybe  you've  considered  squeezing 

a  few  more  years  out  of  your 
old,  uncomfortable  office  chairs. 

Or  squeezing  your 
employees  into  "bargain"  furni- 
ture that  doesn't  fit  your  needs. 

Generally,  such  cost  saving  measures  cost 
more  than  they  save.  Which  is  why  you  should  con- 
sider some  alternatives  from  Haworth. 

Whether  you're  looking  for  seating,  open 
plan  systems,  desks  or  files,  we  offer  a  wide  selection 
to  suit  your  company's  style 
and  budget.  With  a  variety  of 
financing  and  leasing  plans  to 
help  cushion  your  cash  flow. 

We  can  also  help 
stretch  your  dollars  by  finding  the  best  market  price 
for  your  used  furniture. 

Or,  if  you  already  own  Haworth  office 
furniture,  we  can  help  you  upgrade  it  instead.  To  en- 
hance its  appearance,  efficiency  or  power  capabilities. 

Most  important,  we 
can  help  you  compare  the  costs, 
advantages  and  possible  tax  bene- 
fits of  each  alternative. 

So  even  if  your  fur- 
niture budget's  tight,  you  can  still  be  sitting  pretty. 
 <>—  


Can  your  company  afford  the  cost  of  an  inefficient 
office  environment?  Evaluate  yours  with  Haworth's 


free  guidebook  "Facility  Planning  and  Management.' 
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TALK  SHOW 

I'm  being  clitorized  by  Time  Warner. 

—CNN  chief  Ted  Turner,  comparing  female  circumcision  to  CNN 
shareholder  Time  Warner's  blocking  his  attempts  to  buy  NBC 
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hillis:  Will  thi  general  follow  the  troops 


MIGRATIONS 


SUN  PICKS  THINKING 
MACHINES'  BRAINS 


Last  spring,  Sun  Micro- 
systems spurned  super- 
computer pioneer  Thinking 
Machines'  pleas  for  a  buyout. 
Its  finances  exhausted  by  a 
decline  in  government  pur- 
chases. Thinking  Machines, 
based  in  Cambridge,  Mass., 
filed  for  Chapter  11  on  Aug. 
18.  So  what  company  is  now 
negotiating  a  license  to  Think- 
ing Machines'  parallel  technol- 
ogy and  gobbling  up  the  com- 
pany's top  programmers  and 
designers? 


The  transfer  of  key 
parallel-processor  tech- 
nology to  Sun  could 
be  announced  by  mid- 
October.  Sun  has  al- 
ready hired  40  former 
Thinking  Machines 
employees— one-fifth  of 
its  workforce  today. 
That  includes  senior 
computer  architect 
Gregory  Papadopoulos 
and  director  of  advanced  soft- 
ware David  Douglas.  Most  of 
the  flock  is  now  nesting  at 
Sun's  Parallel  Open  Systems 
Group  in  Chelmsford,  Mass. 

The  star  holdout:  Danny 
Hillis,  Thinking  Machines' 
chief  scientist.  Hillis  has  re- 
moved himself  from  the  li- 
censing negotiations— a  sign, 
say  staffers,  that  he  may  also 
be  talking  to  Sun  about  a  po- 
sition there.  Sun  declined  to 
say  if  Hillis  would  join  the 
company,  and  Hillis  was  un- 
available for  comment. 

After  emerging  from  bank- 
ruptcy. Thinking  Machines  ex- 
pects to  focus  on  software  and 
services.     Gary  McWilliams 


BALLPARK  FIGURES 

TOO  MANY  BUCKS 
FOR  THE  BUCS? 


The  seemingly  endless  base- 
ball strike  is  hitting  espe- 
cially hard  at  a  handful  of 
teams:  those  up  for  sale.  Four 
are  officially  on  the  block:  the 
California  Angels,  Oakland 
Athletics,  San  Diego  Padres, 
and  Pittsburgh  Pirates.  The 
Minnesota  Twins  say  they  are 
not  out  hustling  the  club  but 


PIRATES  AT  PLAY:  A  deadline  loor, 


are  "entertaining  offers." 

The  strike  has  lopped  off 
around  20%  of  a  team's  value, 
according  to  Paul  Much,  an 
analyst  with  Houlihan  Lokey 
Howard  &  Zukin,  a  Chicago 


investment  firm.  So  the  fj 
sale  teams  indicate  they  lik 
will  wait  until  the  work  sto 
page  is  over. 

The  exception  is  the 
rates,  who  are  under  pressu 
to  sell  soon.  The  team  faces 
Jan.  29  deadline  to  find  a  bu 
er  who  pledges  to  keep  it 
the  Iron  City.  (The  date  w 
part  of  the  contract  when  t 
current  owners  bought  it 
no  buyer  emerges,  the  ow 
ers— a  consortium  of  Pitt 
burgh  institutions  rangii 
from  Westinghouse 
Carnegie  Mellon  Ur 
versity— will  enterta 
out-of-town  offer 
Charlotte,  N.C.,  h 
expressed  interest. 

The  owners  wa 
$100  million  for  the  1 
rates,  but  that  may  ! 
pushing  it— and  n 
just  because  of  un« 
tainty  about  the  19 
season.  A  huge  play 


payroll,  debt  burdens,  and 
costly  contract  with  the  cit 
owned  stadium  have  pr 
duced  S40  million  in  losses  f 
the  Bucs  over  the  past  fb 
years.       Keith  L.  Alexand 


WHEELER-DEALERS 


DEEP  POCKETS  CAN'T  SAVE  BLECH'S  BIOTECH  EMPIRE 


When  D.  Blech  &  Co. 
closed  its  doors  on 
Sept.  23,  the  event  ended  a 
costly,  two-year  struggle  by 
financier  Da\id  Blech  to  shore 

 1  up  his  vast  bio- 

^IHfe      technology  hold- 
^^Tj      ings.    Blech  had 
_  f      laid  out  massive 
g^T  1    j^h   amounts    of  his 
K|  But 

his 

tures  kept  falling, 
and  ultimately,  his 
company  couldn't 


BLECH:  Wall 
Street  balked 


meet  capital  requirements. 

Since  early  1993,  according 
to  government  documents, 
Blech  paid  out  S55  million  to 
prop  up  prices  of  "Blech  com- 
panies," many  of  which  he  had 
helped  form.  Unfortunately, 
Wall  Street  perceived  the 
payoff  of  these  fledgling  out- 


fits to  be  too  far  distant.  Take 
Microprobe,  into  which  he 
poured  almost  S3  million, 
starting  in  April,  1993.  It 
dropped  from  S5.56  per  share 


then  to  37C  on  Sept.  28.  Says 
Samuel  Waksal,  CEO  of  bio- 
tech  company  ImClone  Sys- 
tems: "Putting  his  finger  in 
the  dike  didn't  work." 

One  reason  for  the  rescue 
attempt:  Some  of  his  stock 
was  evidently  used  as  collat- 


eral for  loans.  When  the  val 
of  collateral  drops,  a  lend 
often  calls  a  loan.  That  ha 
pened  last  spring,  when  Ble< 
had  to  sell  stock  to  pay  a  Ci 
bank  loan  said  to  be  abo 
$40  million.  Blech  and  tl 
bank  wouldn't  comment. 


;i  :!  A  I.  I  I"  Y     C  11 


c:  ;< 


THE  SANDWICH  GENERATION*^ 


pessimists  call  middle-aged  baby  boomers.  To 
their  way  of  thinking,  the  sandwichers 
are  caught  in  a  vicious,  unprecedent- 
ed financial  squeeze,  paying  astro- 


9  O 


IN  REALITY,  foe  plight  of  the 
Sandwich  Generation  is  over- 
blown, according  to  the  Census 
Bureau.  The  vast  majority  of 
boomer  families  don't  have  col- 
lege-age children,  much  less  dependents  in  col- 
lege. In  1 989,  some  1 6%  of  families  had  at  least 
one  child  aged  1  8  to  24— and  of  these  families, 


nomical  bills.  Aging  boomers  are  forking  oul 
huge  sums  to  provide  for  their  childrens'  college 
education  while  also  supporting  their 
frail,  aged  parents.  No  wonder 
boomers  find  it  impossible  to  save 


only  39%  had  at  least  one  child 
attending  college.  Similarly,  only  a 
small  number  of  the  middle-aged  have 
a  parent  over  80,  says  the  bureau 
1  True,  the  burden  on  some  of  the  mid- 
dle-aged is  greater  than  in  1950,  when  young 
people  were  far  less  likely  to  go  to  college  and 
the  old  didn't  live  as  long.   Christopher  Farrell 
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When  it  comes  to  global 
onimiinicalions,  other  companies 
can  mill/  get  i/on  so  tar. 


How  far?  About  three  feel  pasl  the  border.  But  don't 
fret.  At  ROLM,  we  do  business  around  the  world.  And  we 
can  help  multinational  comp£ 
on  a  global  basis.  I  low? 

We  offer  sales,  service  and  financing  innn  a 
point  ol  contact.  No  matter  where  your  offices  maj  be. 
We  re  also  familiar  with  local  carrier-',  we  manufacture 
all  over  t lie  world  and  we  speak  the  native  tongue.  Not 
onl\  does  this  make  managing  your 
communications  systems  easier, 
it  s  a  much  more  efficient  and  cost- 
effective  way  ol  doing  business. 

I\()L\I  also  gives  you  global 
support  that  no  one  else  can.  \fter 
all.  we  re  part  ol  the  Siemens  family. 
A  global  company  that  s  been  in  the  communications 
business  for  over  140  years. 

That  s  why  SmithKline  Beecham.  a  leading  healthcare 
company,  chose  the  Siemens  organization.  They  needed 
a  partner  w  ho  could  help  litem  function  as  a  seamier, 
global  enterprise.  And  we  had  the  solutions  to  help  them 


ROLM  is  part 
of  the  Siemens  family 
The  world's  largest 
private  communication 
systems  manufacturer, 
serving  businesses 
from  a  single  point 
of  contact  in  over 
120  countries  around 
the  world 


do  just  that. 

We  re  also  lle\ib 
so  companies  can  link  up 
w  ith  vendors  like  IBM.  Vpple. 
Digital,  landem  and  Novell.  So  the>  can 
build  on  the  investments  the\  ve  ahead)  made  in  their 
informal  ion  systems.  If  vou  d  like  to  find  out  how  KOL.VI 
can  help  vour  compan\  become  more  productive  globally, 
just  call  the  number  below.  We  II  even  send  vou  a  free 
subscription  to  Siemens  Telcoin  Report,  a  magazine 
dedicated  to  the  communications  issues  thai  affect 
multinational  companies. 

I  hen  consider  installing  a  HOLM  system.  Vou  II  have 
the  world  in  the  palm  of  vour  hand  —  in  no  time. 


A  Siemens  Company 

1-800-ROLM-123  ext.BW8 


ROLM  disclaims  proprietary  interesl  in  [he  marks  and  names  of  others.  0I'»'4  UOIAI 


MAD  AVE. 


DIET  COKE:  ONE  CALORIE, 
NO  BEEFCAKE 


Sorry,  ladies,  the  clock  is 
winding  down  on  Lucky 
Vanous'  fame-filled  15  minutes. 
Seems  the  topless  construction 
hunk,  ogled  by  female  office 
workers  as  he  downs  a  Diet 
Coke,  soon  may  be  jobless. 
Word  is  that,  partly  because 


LUCKY  VANOUS:  E 


of  tough  competition  from  oth- 
er soft  drinks,  Coca-Cola  plans 
no  sequel  in  its  1995  commer- 
cials. "We  will  not  do  things 
just  to  make  you  feel  good," 
says  Coke's  marketing  chief, 
Sergio  Zyman,  of  the  compa- 
ny's marketing  philosophy. 


One  reason  to  squelch  the 
popular  TV  spot,  which  de- 
buted in  January,  is  that 
Lucky  could  upstage  the  prod- 
uct. But  mainly,  a  source  close 
to  the  company  says,  Coke 
wants  to  shift  its  ads'  theme 
(current  slogan:  "This  is  Re- 
freshment") back  to  the  taste 
of  the  soda  (a  previous  tagline: 
"Just  for  the  Taste  of  It"). 

The  point  is  to  combat  teas, 
designer  waters,  and  fancy 
fruit  drinks  that  have  flooded 
the  beverage  aisles,  pushing 
out  diet  soda.  The  overall  mar- 
ket share  for  diet  soda 
fell  to  28.2%  in  late 
1993,  down  from  the 
1991  peak  of  29.8%, 
says  Maxivell  Consum- 
er Report.  While  the 
tasty  new  products 
have  more  calories, 
they  project  a  natural, 
health-conscious  image. 
Next  year,  archrival 
Pepsi-Cola  is  expected 
to  offer  a  new  "reduced 
calorie"  soda  aimed  at  Diet 
Coke.  Single-calorie  Diet  Coke 
itself  has  held  its  own,  boost- 
ing its  share  in  supermarkets 
by  1.7%  for  the  12  months 
through  Mar.  31.  Yet  the 
source  says  Coke  fears  erosion 
if  it  doesn't  act.  Maria  Malhry 


CORPORATE  IMAGES 


THAT  SURE  IS  ONE  DEVIL  OF  A  LOGO 


The  devil,  as  the  saying 
goes,  is  in  the  details. 
When  Arizona  Public  Service 
recently  brought  out  a  21-page 
booklet  on  ethical  standards 
for  its  7,000  employees,  the  $2 
billion  utility  chose  a  snappy 


STAR-CROSSED:  Some  nt  Arizona 

Public  Service  are  spooked 


logo  for  it:  the  figures  of  two 
people  pointing  at  a  star. 

Turns  out,  though,  that 
Phoenix-based  APS  has  the 
same  problem  that  Procter 
&  Gamble  encountered  a  few 


years  ago  with  its  man-in-the- 
moon  logo.  Some  workers 
think  it  closely  resembles  a 
satanic  symbol  and  are  refus- 
ing to  take  the  manual, 
which  spells  out  APS's  rules 
against  everything  from  con- 
flicts of  interest  to  harming 
the  environment. 

Too  bad.  The  company 
spent  months  reviewing  the 
manual  and  had  10,000  copies 
distributed  to  25  different  lo- 
cations. "No  matter  how  hard 
you  work  to  do  things  right, 
there's  an  importance  of 
knowing  the  culture  within 
the  company,"  says  APS's  cor- 
porate counsel,  Nancy  Loftin. 
Rather  than  scrap  the  whole 
project,  APS  is  verbally  de- 
scribing its  policies  to  those 
who  won't  read  them.  As  for 
next  year,  the  search  is  on  for 
a  new  logo.  Linda  Himelstein 


DRAWN  AND  QUARTERED 


WHiCfi  SuGGeS 


TRUE  BELIEVERS 


WHY  THE  LION  IS  KING 
IN  VERMONT 


Catamount 


■|  lsewhere,  they  are  pumas, 
■■cougars,  or  mountain  li- 
ons. In  Vermont,  they're 
called  catamounts.  For  years, 
Vermonters  have  used  the 
name  on  all  kinds  of  busi- 
nesses. There's  Catamount 
Brewing.  And 
Auto  Parts. 
And  Catamount 
Landscaping. 
About  40  such 
businesses  are 
listed  in  the 
Vermont  phone 
books.  And  the 
University  of 
Vermont's 
sports  teams 
are  called  the 
Catamounts. 

There's  only  one  problem: 
no  official  sightings  of  the 
long-tailed,  100-pound  preda- 
tors in  Vermont  since  1881. 
Oh,  some  folks  claimed  to 
have  seen  them,  but  these 
sightings  were  written  off  as 
ignorance  or  plain  old  drunk- 


CAT  FEVER:  Many  local 
businesses  have  caught  it 


enness.  If  the  storied  bea: 
were   roaming   the  Gre<| 
Mountains,  why  were  the 
no  tracks,  no  carcasses,  i 
evidence  at  all? 

In  April,  however,  thn 
catamount-like  ereatur 
were  spotted  boundir 
through  the  snow.  An  anal 
sis  of  their  feces  by  the  N 
tional  Fish  &  Wildlife  Fore 
sics  Laboratory  has  ju 
verified  the  good  news.  Tl 
Green  Mounta 
State  now  joii 
Florida  as  tl 
only  Eastei 
state  with  co 
firmed  cat 
mount  popul 
tions.  "It  was 
surprise,"  saj 
Philip  Gentif 
marketing  dire 
tor  at  Cat; 
mount  Brewin 
in  White  River  Junctioi 
where  the  brewers  have  Ion 
maintained  a  bulletin  boar 
of  reported  sightings.  Meai 
while,  some  say,  over  in  Lak 
Champlain  cruises  a  Loc 
Ness-style  monster  name 
Champ.        Timothy  Belkna 


THE  BIO  PICTURE 

The  first  household  for  most 
people  is  an  apartment  or 
rented  house.  Because  a  lot 
of  baby  boomers  have  moved 
on  to  home  ownership,  the 
growth  of  rental  units  is  slowing 
this  decade.  Aside  from  young 
singles,  current  demand  is  fed 
by  immigrants  and  the  elderly. 

DATA:  JOINT  CENTER  FOR  HOUSING  STUDIES, 
HARVARD  UNIVERSITY 


FOOTNOTES 


Chinese  motorcycle  production,  in  units,  in  1987:  0.8  million.  In  1990:  1  million.  In  1993:  3.6  million 
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UP  PRC 


SMILE,  MARCUS. 


;'ve  grown  since  Marcus 
'Idman  opened  a  small  office  in 
«er  Manhattan  125  years 
o  -  from  a  local  provider  of 
ort-term  credit  to  a  global 
'estment  banking  and  securities 
n.  Today,  our  name  is  on  the  door 


WORKING 
SINCE 
1869 


of  30  offices  in  17  countries.  We 
provide  our  clients  with  a  seamless 
link  to  market  information  and 
opportunities  in  every  major 
capital  market  around  the 
world.  When  leading  corporations, 
financial  institutions,  governments 


and  individuals  look  for  better  ways 
to  raise  or  invest  capital,  to  take 
part  in  emerging  markets 
or  to  manage  new  risks, 
they  look  to  Goldman  Sachs 
for  innovation,  judgment  and 
outstanding  service.  Although  our 


firm  has  changed  in  size  and 
scope,  our  focus  has  remained  the 
same.  In  our  I  25th  year,  as 
in  our  first.  Goldman  Sachs 
is  dedicated  to  putting  its 
clients'  interests  first.  We  know 
Marcus  Goldman  would  be  proud. 


386-based  PCs 


486-based  Pd 


Let's  say  comput 


pentium 


Some  computers  have 
nine  lives  left.  Others  don't. 
That's  why  if  you're  buying 
a  PC  today,  you  should  only 
be  considering  Pentium  v 
processor-based  PCs. 


The  reason  is  simple.  A  more  powerf  [ 
PC  lasts  longer,  since  it  will  still  have 
plent)  of  horsepower  when  tomorrow's 
applications  come  along.  And  most  new 
Pentium  processor-based  systems  also 
include  the  latest  PC  technology —  like 


©  1994  Intel  Corporation 


Pentium™  processor- based  PCs 


have  nine  lives. 


local  bus  for  high-speed  graphics  and 
;  and  Play  technology  for  easy  expansion 
le  years  to  come. 

rhat,  plus  the  fact  that  these  PCs  are  now 
ffordable,  makes  this  a  great  time  to  buy  a 
tium  processor-based  PC.  Especially  when 


you'll  be  getting  a  system  that  performs  so  well. 
Today.  And  several  lives  from  now.  For  more 
information  call  1-800-626-6788,  Ext.  213. 
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HOW  TO  REALLY 
PROTECT  PENSIONS 


Asking  corporations  to  pay  more  to 
the  Pension  Benefit  Guaranty  Corp. 
is  only  going  to  jeopardize  those  compa- 
nies that  are  trying  to  survive  in  to- 
day's difficult  economy  ("Harsh  medi- 
cine for  ailing  pension  plans," 
Government,  Sept.  19).  I  suggest  that 
Congress  pass  a  law  that  gives  the  pen- 
sioner—rather than  stockholders  and 
creditors— first  claim  on  the  assets  of  a 
bankrupt  company.  That  would  protect 
the  pensioner  and  cause  stockholders  to 
make  sure  that  corporate  pension  plans 
were  fully  funded. 

Robert  Wintermeier 
Croton,  N.Y. 

Your  article  reveals  how  the  public- 
Congress  included— is  at  the  mercy 
of  the  PBGC's  self-serving  analyses.  The 
$2.9  billion  deficit,  for  example,  is  puffed: 
$1.6  billion  is  called  "net  claims  for  prob- 
able terminations,"  and  its  addition  as  a 
real  liability  violates  the  letter  and  spir- 
it of  generally  accepted  accounting  prin- 
ciples. Up  to  $1  billion  is  due  to  two 
successive  improvements  in  the  PBGC's 
assumed  mortality  rates,  for  which  no 
need  was  shown.  And  interest  rates 
have  climbed  since  199.3,  when  the  $2.9 
billion  was  calculated,  evaporating  an 
additional  half-billion  or  so. 

We  therefore  are  looking  at  a  phan- 
tom deficit.  An  analysis  of  the  $53  billion 
in  plan  underfunding  demonstrates  that 
isn't  what  the  PBGC  claims,  either.  A 
badly  misinformed  public  is  a  dubious 
basis  for  the  passage  of  the  PBGC's  pen- 
sion-reform bill. 

David  Langer 
Chairman 

Employee  Benefits  Committee 
Actuarial  Society  of  Greater  New  York 

New  York 

Let's  put  the  blame  for  underfunded 
pension  plans  where  it  belongs:  on 
the  U.  S.  government.  Underfunded  situ- 
ations predominately  occur  in  plans  for 
hourly  union  employees.  This  is  because 
future  negotiated  benefit  increases  are 
not  allowed  to  be  figured  in  when  deter- 


mining  tax-deductible  pension  contrib 
tions.  For  salary-based  plans,  future 
increases  are  taken  into  account.  Witl 
out  the  tax  benefit,  there  is  little  incei 
tive  to  fund  hourly  plans.  The  "fix"  the 
would  be  to  change  the  tax  law,  not  t 
increase  PBGC  premiums.  This  would  gt 
the  money  into  pension  plans,  where  :  ff 
belongs.  While  the  Clinton  Administr; 
tion  did  not  create  the  problem,  it  won] 
be  an  error  on  their  part  to  try  curin , 
the  symptom  and  not  the  disease 

John  E.  Tebbetii 
Gurnee,  II 

DEATH,  TAXES, 
AND  REFORM 


Your  article,  "A  ghoulish  debate  ove 
cashing  in  on  death"  (Top  of  th 
News,  Sept.  19),  missed  one  aspect  < 
this  debate:  the  tax  consequence  of  a<y 
celerating  death  benefits  of  life  insui,j( 
ance  contracts. 

Current  law  generally  provides  thai 
amounts  received  under  a  life  insuranc!E 
contract  prior  to  death  are  taxable  t 
the  extent  the  amount  received  exceed 
premiums  paid.  I  have  long  champione 
legislation  that  would  provide  for  tas 
free  treatment  of  accelerated  death  ber 
efits  and  was  pleased  that  it  was  incluc 
ed  in  the  health-care  reform  bill  reporte 
by  the  Ways  &  Means  Committee. 

The  legislation  would  provide  that  ir  R5 
dividuals  certified  to  have  a  terminal  il  ■  » 
ness  or  injury  that  can  be  reasonably  ex  | 
pected  to  result  in  death  within 
months  can  elect  to  receive  the  proceed 
of  their  life  insurance  contracts  tax-fret  ff 
As  a  consumer  protection,  policyholder 
must  receive  net  present  value  of  th., 
death  benefit  in  order  to  receive  favor,, 
able  tax  treatment.  This  means  that  in 
surance  companies  cannot  discount  th 
policies  more  than  inflation. 

While  it  appears  unlikely  that  Con™|" 
gress  will  complete  comprehensiv 
health-care  reform  this  yeai,  I  believi 
this  provision,  which  enjoys  broad  bi 
partisan  support,  should  be  and  will  be 
part  of  any  health-care  legislation  w< 
enact. 

Barbara  B.  Kennelly  (D-Conn. 
House  of  Representative; 

Washingtoi  lOl 
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The  25th  Anniversary  Diamond  Necklace. 


For  a  brilliant  celebration 
of  your  loving  marriage. 


Diamond  center  stone  of  2.00  carats. 

For  the jeweler  nearest  you  call  1-800-227-6828.  A  diamond  is forever. 


ORATE  FITNESS  REQUIRES  MORE 
'LIPOSUCTION'  

Hamel-Prahalad  analogy  of  busi- 
3S  downsizing  as  '"Corporate  ano- 
'  (Books,  Sept.  19)  would  be  apt  if 
pical  belt-tightening  within  organ- 
is  had  been  more  across-the-board, 
lly,  the  kind  of  cost-cutting  we  ob- 
is more  akin  to  corporate  liposuc- 
?he  surgical  removal  of  fatty  tissue 
ideed  reduce  weight  and  perhaps 
ce  appearance,  but  it  will  not  like- 
>rove  the  functioning  of  the  body, 
per  diet  and  a  fitness  program  are 

0  revitalization.  This  is  the  true 
risibility  of  top  management  and 

1  be  what  its  vision  and  action 
are  about.  Without  a  careful  artic- 
l  of  the  right  corporate  size,  down- 
— or  restructuring  or  reengineer- 
o  improve  the  bottom  line  (no  pun 
led)  is  likely  to  result  in  return 
to  the  cosmetic  surgeon, 
reover,  unless  the  remaining  em- 
^s  can  be  convinced  that  they  are 
mscle  and  not  the  fat,  any  pep 
about  empowerment  or  total  qual- 
anagement  will  be  wasted. 

James  K.  Ho 
Professor 

Information  &  Decision  Sciences 
University  of  Illinois,  Chicago 

P  MORRIS' MACHO  CHIEF: 

>  AS  COFFIH  HAILS  

phat  a  public  relations  coup  for 
Marlboro,  for  Philip  Morris  Cos., 
ts  new  chief  executive,  Geoffrey 
ble  ("A  smokin'  Marlboro  Man," 
e,  Sept.  19). 

Mr.  Bible  tells  it,  he  goes  through 
k  a  day  of  the  cowboy's  friend,  a 
Tient  that  no  doubt  will  hearten 
lillions  who  die  each  year  from  to- 
-related  diseases.  As  one  tobacco 
st  in  your  article  puts  it:  "Nobody 
5  a  wimp  to  run  this  company."  No 
.nd  Bible's  no  wimp.  Or  is  the  top 
Bmokin'  his  own  dope? 

Peter  Sherwood 
Managing  Director 
Edelman  Public  Relations 
Hong  Kong 

IE  RIVALRY  KEEPS 

DEHTIAL  RATES  DOWN  

iur  story,  "AH  those  long-distance 
liscounts  are  sweet,  but ..."  (Infor- 
>n  Processing,  Sept.  19),  concludes 
ihe  major  long-distance  phone  com- 
s— AT&T,  MCI,  and  Sprint— are  "fund- 
:heir  residential  discount  price  plans 
ising  their  basic  rates,  to  the  detri- 
of  consumers  who  do  not  opt  for 
iscount  plans.  I  reach  quite  differ- 
onclusions. 


F  r  o  in  The  Berth  am  Group... 

America's  #1 
Money  Market  Fund 


Benham  Prime  Money  Market  Fund 

If  you're  looking  for  a  safe  way  to  earn  high  current  yields, 
consider  America's  highest-yielding  money  market  fund. 
Benham  Prime  Money  Market  Fund 
ranked  #1  of  461  general  taxable 
money  funds  based  on  its  seven-day 
current  yield  through  8/23/94.* 


Seven-Day  Current  Yield 


4.74% 

(through  8/23/94) 


Call  1-800-331-8331 

for  your  free  guide  and  current  yields 

□  The  Benham  Group® 

Tr  u  e  no  -  I  o  a  d  m  utual  f  u  n  d  $ 

You  will  receive  a  prospectus  describing  management  fees  and  expenses  to  read  carefully  before  you  invest.  Yields 
will  vary  and  do  not  guarantee  future  results.We  are  temporarily  waiving  expenses;  otherwise,  the  Fund's  current 
yield  -would  have  been  4.24%,  and  its  ranking  might  have  been  lower.  An  investment  in  the  Fund  is  neither  insured 
nor  guaranteed  by  the  U.S.  government,  and  there  can  be  no  assurance  that  the  SI  .00  share  price  will  be  maintained. 
'Source:  Mone\j  Fund  Report"1',  published  by  TBC/Donoghue,  Inc.  Benham  Distributors,  Inc.  M4BWO 


You  Wouldn't  Buy  A  Cheap  Parachute. 
You  Wouldn't  Buy  A  Cheap  Pacemaker. 
You  Wouldn't  Buy  A  Cheap  Crash  Helmet. 
Let's  Discuss  Cars. 

There  are  some  things  in  life  that  are  simply  too  important  to  scrimp  on.  And  yet 
every  day,  people  do  exactly  that  when  choosing  the  one  piece  of  equipment 
statistically  most  likely  to  determine  their  fate-their  car.  H  Despite  clear  evidence  . 


to  the  contrary,  many  people  still  think  of  their  car  more  as  a  fashion  accessory  than 
a  serious  piece  of  life-saving  equipment.  H  Fortunately,  this  attitude  has  never  been 
fashionable  at  Mercedes-Benz,  t  Which  is  why  in  every  category  that  the  govern- 
ment has  set  technical  standards  for  safety,  Mercedes-Benz  automobiles  not  only 
meet  them,  but  in  many  cases  exceed  them.  H  And  why  in  categories  which  the  gov- 
ernment does  not  require  a  standard,  we  have  created  our  own.  For  instance,  the 
government  sets  no  standard  for  occupied  seats  absorbing  rear  impacts.  But  to  pass 
the  Mercedes-Benz  standard,  our  occupied  front  seats  must  withstand  a  30  mph 
car-to-car  rear  impact.  H  Is  there  a  less  expensive  way  to  build  cars?  To  be  sure. 
Is  there  a  better  way?  If  there  is,  you  can  be  sure  we  will  find  it.  1  Ultimately,  the 
question  you  must  ask  yourself  is  not  whether  you  can  afford  to  buy  a  car  built  as 
well  as  a  Mercedes-Benz.  The  question  you  must  ask  yourself  is  whether  you  can 


— I" 


afford  not  to.  J  If  we  can  assist  you  in  any  way,  please  call  1-800-FOR-MERCEDES. 


INTERNATIONAL 
PERFORMER 


T.  Rowe  Price  International  Stock  Fund— one  of  the  oldest  and 

largest  international  funds — can  be  an  ideal  way  to  diversify  your  port- 
folio. Adding  foreign  holdings  could  help  increase  your  long-term  returns 
by  providing  exposure  to  potentially  stronger-performing  foreign  markets. 
And  it  should  help  reduce  your  portfolio's  overall  volatility  because  for- 
eign economies  follow  different  cycles  than  the  U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  (**■*•*!  rating  for  its  risk-adjusted  perfor- 
mance. As  with  any  stock  fund,  there  will  be  short-term  price  fluctuation. 
International  investing  has  special  risks,  including  currency  fluctuations. 
$2,500  minimum  |S1,000  for  IRAsl.  100°o  no  load. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800  541-6592 


Invest  With  Confidei 


T.RoweRice 


There  is  no  puniniiv  thai  the  Fund  can  achieve  its  objectives.  Morningstar  proprietary  ratings  reflect  historical  risk- 
adjusted  performance  ;is  of  7/31/94.  These  ratings  may  change  monthly  Ratings  are  calculated  from  the  Fund's  3-.  5-. 
and  ID-year  average  annual  returns  in  excess  of  W-day  Treasury  hill  returns  with  appropriate  fee  adjustments  and  a  risk 
factor  that  reflects  Fund  performance  below  l)0-da\  Treasury  bill  returns  1.0b"  equity  funds  were  rated;  I()"o  of  funds  in 
an  investment  category  receive  S  Mars  and  22.5%  receive  -i  stars.  Past  performance  cannot  guarantee  future  results. 
Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read 
it  carefullv  before  vou  invest  or  send  money.  T  Rowe  Price  Investment  Services.  Inc..  Distributor. 


The  toothbrush  of 
tomorrow  is  here  today. 


Take  a  step  forward 

You're  looking  at  the  inside  of  the  remark- 
able new  UltraSonex  toothbrush.  With  the  new 
UltraSonex  you  get  the  ultimate  in  cleaning 
action  to  reach  between  teeth  and  under  the  gum 
line  while  you  freshen  your  mouth  and  brighten 

/ 


Used  and  recommended  by  dentists 

The  ADA  Acceptable  U  ItraSonex  toothbrusl 
has  been  clinically  proven  to  sig- 
nificantly reduce  gingivitis  and 
bleeding,  and  reduces  bacterial 


ADA 


Virtually  maintenance-free 


The  Ul! 


;x  toothbrush  produces  no 
ir  messy  spray.  This  tooth- 
dental  care  to  a  whole  new 
iphistoted  way  to  do  what's 

..your  gums... and  yoursmile. 


This  is  not  an  electric  toothbrush 

' 

I 


To  order  call 
1-800-GO  SONEX 

Ext. 1701  S99.00 


Set  of  3  replacement  brushes  $1295  ■ 
Add $5.95 shipping  &  handling 
Plus  applicable  sales  tax 
Ask  about  the  UltraSonex 
money-back  guarantee 


ULTTUV 
SONEX 

The  world's  first  and  only 
ultrasonic  toothbrush 


©  Sonex  International  Corp  ,  Box  533.  Brewster.  NY  10509 


CORRECTIONS  &  CLARIFICATIONS 


"Survival  of  the  biggest"  (Top  of  th 
News,  Sept.  26)  should  have  describe 
more  precisely  the  deal  betwee 
American  Express  Co.  and  Thoma 
Cook  Group.  AmEx  bought  Cook's  coi 
porate  travel-management  business 
which  constituted  about  10%  of  Cook' 
revenues,  and  its  U.  S.  licensee.  Coo. 
remains  a  provider  of  leisure  trav( 
services,  foreign  exchange,  and  trave 
ers  checks. 

"Elsie  may  be  ailing,  but  KKR  is  thinl 
ing  whipped  cream"  (Top  of  the  Newi 
Sept.  26)  should  have  identified  th 
partner  at  Meridian  Consulting  Grou 
as  Mike  Shinall. 

"Sprint  picks  up  the  pace"  (Informs 
tion  Processing,  Sept.  5)  should  hav 
said  that  MCI  outpaced  Sprint  with  se< 
ond-quarter  long-distance  revenu 
growth  of  13%  to  12.3%,  respectively 


Your  unstated  assumption  is  that  p: 
or  to  the  recent  increases,  basic  rat 
were  cost-based.  As  those  of  us  wl 
were  at  the  FCC  in  1989  know,  the  ma 
imum  price  for  these  rates  was  set  ar 
facially  low.  Even  today,  the  margins  f 
these  services  are  too  low  for  the  on 
third  of  the  market  whose  calls  tot 
less  than  S3  a  month.  Given  month 
subsidy  costs  for  universal  service 
52C  a  customer  and  bill-rendering  cos 
ranging  from  33C  to  88c  a  customer,  it 
easy  to  see  why  a  customer  who  mak 
few  calls  does  not  cover  even  the  c 
rect  costs  of  service. 

With  the  introduction  of  competitio 
artificial  rate  schedules  have  undergo] 
restructuring.  One  should  not  be  su 
prised  to  see  long-distance  carriers  rai 11 
ing  basic  rates  "virtually  in  lockstej 
as  competition  drives  out  the  previoi , 
regulatory  distortions. 

Peter  K.  Pits< 
Pitsch  Communicatioi  > 
Washingtj 

THROW  THE  BUMS  OUT,  BUT  KEEP 
THE  ANTITRUST  EXEMPTION 


Regarding 


'Throw  the  baseball  e 
.emption  out"  (Editorials,  Sept.  2fc 
please  save  your  space  in  editorials  ft 
more  profound  issues  of  the  world  eco 
omy  and  leave  baseball  on  the  spon 
pages— at  least  until  you  learn  moi 
about  the  business  of  baseball. 

The  lack  of  free-market  idealism  ai 
pure  competition  between  ball  clul 
is  not  what  ails  baseball.  Major  Leagi 
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Affordable  Blue  Cross  health  coverage 

start. as  low  as  $43  a  month  per  person, 
n  you  combine  that  with  our  choice  of 
tors  and  well-known  reputation  for 

*   >   -    *    »    *    *    <    *    *    **    21  ^»    2.     9T     «  *      ^     *  * 

|4|8||$Sti555i'i  t  *  I  -  :     i     •'        ■  ;  : 
lity,  it's  easy  to  understand  why  4,000 

pie  join  us  every  day.   So  if  you're 

hout  coverage,  why  not  call  now  for 

e  information?  1-800-850-8600. 


Now  is. 

1-800-850-8600 


"V 


Name 


Address 


Phone  #  . 


LJ  Check  here  if  you  are  Medicare  eligible? 

Mail  to:  Blue  Cross  of  California  P.O.  Box  3333 
Oxnard,  CA  93031-9881 

IBU  014 

I  I 


Calif orniaCare  Health  Plans 


!  Blue  Cross  of  California 


UformoCare  Health  Plans  and  Blue  Cross  of  California  are  Independent  Licensees  of  the  Blue  Cross  Association.  ®  is  a  registered  mark  of  the  Blue  Cross  Association. 
:  •  J  @  is  a  registered  mark  of  the  WellPoint  Health  Networks  Inc.  €  1994  Blue  Cross  of  California. 


What  information  targeting  has  co 


•  w 


elcome  to  the  age  of  Bob.  The  age  of  targeting  the 


right  information  to  individuals  who  are  most  likely  to  respond  to  it. 


That's  w  here  Metromail.  R.R.  Donnellev's  consumer  database 


subsidiary,  can  help.  By  giving  you  more  individual  data,  better  access,  easy 


analysis  of  customer  response  and  statistical  modeling,  you  can  get  a  complete 


picture  of  your  target  audience.  And  we  can  locate  more  of  them  for  you 


This  aKo  allows  us  to  customize  the  content  of  your  communications 


16D-CA 


ltroducing  the  segment  of  Bob. 


to  fit  the  interests  of  different  individuals.  And  we  can  help  you  package  that  information 


print  or  electronic  media.  CD-ROM.  Floppy  disks.  Even  demand  fax. 
At  R.R.  Donnelley,  we  do  a  lot  more  than  print  words  on  paper  these  days.  We  can 


take  your  information  and  target  it,  translate  it,  move  it  around  the  world,  customize  it, 
personalize  it,  give  it  more  impact,  make  it  interactive,  print  it,  compact  it,  CD-ROM  it,  computer 


disk  it,  on-line  it,  multimedia  it  and  turn  it  around  on  a  dime.  Just  call  for 


this  detailed  brochure  in  print  or  CD-ROM  form.  Or  both.  1-800-438-0223 


RR  Donnelley  &  Sons  Company 

Till-  POWER  TO  TRANSFORM  INFORMATION  INTO  OPPORTUNITIES 

16E-CA 


"What  we  liked  most  about  Connecticut 

was  how  fast  we  could  gfet  out  o  fit." 

re  one  of  America's  bluest  food  service  distributors,  moving 
17,000  Jiff  erent  products.  In  tbis  region,  one  bundred  and  seventy-five 


Edward  H.  Hastu,  President,  Hallsmith-SYSCO  Food Servi 


SYSCO  trucks  roll  out  every  night.  So  we  nee  Jed  a  state  with  a  strong 
infrastructure.  Connecticut  offered  us  a  great  strategic  position,  right 
between  Boston  and  New  York.  It  has  a  superb  highway  network,  and 
its  designed  to  handle  tbe  kind  of  aggressive  growth  we  envision.  But 
what  really  convinced  us  was  the  State's  economic  development  team: 
i  bey  were  buttoned  up,  knowledgeable,  and  hungry  for  our  business." 
For  our  free  information  package,  please  ca  11  die  C  onneeticut 
Economic  Resource  Center,  Inc. 

toll-free  at  1-800-392-2122.       The  State  That  Thinks  Like  A  Business. 
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WE    FLY  THE  WORLD 


<f  To  over  90  destinations  worldwide,  Malaysia 
Airlines  is  the  premier  choice. 

Spanning  the  skies  over  6  continents,  in  some 
of  today's  most  advanced  aircraft. 

Including  the  latest  747  400s  and  the  largest 
fleet  of  737-400S  outside  the  USA. 

You'll  experience  service  rated  among  the 
world's  ten  best  for  long  haul. 


And  the  finest  first  class  in  a  survey  of  3  1 
international  airlines. 

Small  surprise,  we  fly  more  people  than  any 
other  airline  from  Southeast  Asia. 

In  making  travel  a  pleasure  for  you,  the  sky's 
the  limit  lor  Malaysia  Airlines. 

Across  6  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 


Malaysia  Airlines  is  a  member  of  Continental  One  Pass    For  reservations  and  information,  call  your  favorite  travel  agent  or  Malaysia  Airlines  toll  tiee  :  800-42  1  864 1 
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Love. 
flu  Mok  i 


GET  TESTED  A^ID  GET  EARLY  TREATMENT  FOR  HIV 


CALL  1  -800-342-AIDS  •  CDC  NATIONAL  AIDS  HOTLINE 


SAN     FRANCISCO     AIDS     FOUNDATION     1993       PHOTOGRAPHED     BY     ANNIE  LElBOVITZ 


MICHAEL  30  years  old,  Capra.n,  U  S 
Air  Force  and  Veteran  ol  the  Gulf  War 
Michael  learned  he  was  HIV  positive 
two  years  ago 

CAROL  30  years  old,  speaks  and  writes 
about  living  with  AIDS  Carol's  had  HIV 
(or  several  yeais  she  was  diagnosed  with 
AIDS  two  yeors  ago  Carol  and  Michael 
plan  to  renew  their  wedding  vows  on 
their  10th  Anniversary 
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How  much  time  you  spend 
implementing  a  401(k)  plan 
is  up  to  you. 


Running  a  business  requires  your  complete  attention  and  most  of  your 
time.  Fortunately,  there's  a  401(k)  plan  that  doesn't-the  T.  Rowe  Price  Century 
Plan™  designed  with  companies  like  yours  in  mind. 

The  Century  Plan  is  comprehensive  in  its  features,  yet  simple  for  you  to 
implement  and  maintain.  From  establishing  the  plan  to  conducting  annual 
compliance  testing,  this  401(k)  plan  has  been  designed  to  do  most  of  the  work 
for  you.  This  allows  both  you  and  plan  participants  to  share  in  the  benefits  of  a 
retirement  plan  that's  efficient,  convenient,  and  effective. 

For  you,  it  means  having  more  time  for  business,  and  having  the  confi- 
dence that  your  company's  401(k)  plan  is  working  hard.  For  your  employees, 
the  Century  Plan  offers  the  opportunity  to  help  build  a  portfolio  that  meets 
their  retirement  savings  goals. 

The  T.  Rowe  Price  Century  Plan  gives  your  employees  access  to  one  of  the 
nation's  largest  families  of  no-load  mutual  funds.  Perhaps  more  important, 
the  plan  provides  clear,  effective  educational  materials,  based  on  our  years 
of  experience  communicating  with  401(k)  participants.  And,  of  course, 
ourT.  Rowe  Price  retirement  specialists  will  be  available,  toll  free,  to  answer 
their  questions. 

Call  today  to  receive  your  Century  Plan  Kit.  Learn  more  about  the 
401(k)  created  with  companies-and  schedules-like  yours  in  mind. 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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COMEBACK:  THE  FALL  AND  RISE  OF  THE  AMERICAN  AUTOMOBILE  INDUSTRY 

By  Paul  Ingrassia  and  Joseph  B.  White 
Simon  &  Schuster  •  496pp  •  $25 

WHEN  DETROIT  STOPPED 
SPINNING  ITS  WHEELS 


T 


uring  the  1980s,  each  of  the  U.  S. 
auto  makers  came  perilously 
close  to  disaster,  and  each  found 
its  own  way  to  pull  out  of  the  skid. 
Chrysler  Corp.'s  brush  with  death— be- 
fore it  blazed  back  with  an  arsenal  of 
hot  vehicles— is  but  the  best-known  sto- 
ry. As  each  of  the  Big  Three  battled 
back  from  the  brink,  players  with  Cadil- 
lac-size egos  struggled  to  learn  new 
ways  to  compete. 

Comeback:  The  Fall  and  Rise  of  the 
American  Automobile  Industry  wraps  a 
dozen  years  of  turmoil  into  a  compel- 
ling saga.  One  irony  of 
the  turnaround,  contend 
authors  Paul  Ingrassia 
and  Joseph  B.  White,  is 
that  "while  Detroit  de- 
cried free  trade  as  a 
threat  to  its  existence, 
free  trade  . . .  saved  De- 
troit by  forcing  it  to  im- 
prove." Toyota  Corp.  and 
Honda  Motor  Co.  raised 
the  bar  on  efficiency  and 
quality,  while  Lexus  and 
Infiniti  dramatically  im- 
proved customer  service. 
Detroit  had  to  follow  suit. 

The  heroes  of  Come- 
back are  the  American 
managers  who  awoke  ear- 
ly to  the  changing  climate 
and  fought  for  years  to 
get  their  companies  to  adapt.  The  most 
jarring  revelation  may  be  just  how  many 
General  Motors  Corp.  managers  realized 
as  much  as  10  years  ago  that  GM  was 
veering  off  course  but  were  frozen  out 
by  hidebound  bosses  and  peers. 

Ingrassia  and  White,  who  won  a  Pulit- 
zer for  their  Wall  Street  Journcd  cover- 
age' of  GM's  1992  management  upheaval, 
spin  a  yarn  that  will  entertain  readers 
beyond  the  industry.  Yet  there  is  enough 
fresh  information  about  well-known 
events  to  rivet  auto  insiders.  There  is, 
for  instance,  the  untold  story  of  GM  exec- 
utive Robert  J.  Eaton's  unlikely  recruit- 
ment as  Lee  A.  Iacocca's  successor— en- 
gineered by  his  best  friend,  a  Chrysler 
middle  manager. 

There  are  also  new  details  about  the 
abrupt  1989  "retirement"  of  Ford  Motor 
Co.  Chairman  Donald  E.  Petersen.  The 
authors  say  the  darling  of  the  business 


press  and  B-school  professors  failed  to 
match  his  behavior— marked  by  out- 
bursts of  temper— to  his  preachings 
about  enlightened  management.  He  ran 
afoul  of  the  Ford  family  and  was  forced 
out  by  his  board— though  it  took  separ- 
ate visits  by  three  directors  to  get  the 
message  across. 

Such  personality  struggles,  White  and 
Ingrassia  say,  drove  as  many  of  the  Big 
Three's  major  initiatives  as  rational  busi- 
ness plans.  Nowhere  is  the  destructive 
role  of  rampant  ego  clearer  than  in  GM 
Chairman  Roger  B.  Smith's  mid-'80s 


he  most  jarring 
revelation  ?  Many  GM 
execs  knew  10  years 
ago  that  the  company 
was  veering  off  course 


The  Fall  &  Rise 
off  the  American 
Automobile 
Industry 

Paul  Ingrassia 
Joseph  B  White 


spending  binges  on  technology  and  di- 
versification. The  authors  also  make  a 
gripping  tale  of  GM's  1992  board  coups. 
Former  Chairman  Robert  C.  Stempel, 
often  depicted  as  a  victim  of  leaks  by 
disgruntled  directors,  is  seen  here  as  a 
guy  who  stubbornly  ignored  GM's  need 
for  immediate  change. 

To  make  sense  of  12  years  in  this 
complex,  rapidly  changing  industry,  the 
authors  focus  on  a  series  of  key  epi- 
sodes. Individuals— as  famous  as  Iacocca 
or  as  obscure  as  Steve  Bera,  a  middle 
manager  toiling  on  GM's  joint  venture 
with  Toyota— figure  in  stories  that  exem- 
plify broad  trends. 

The  result  is  highly  readable,  though 
it  can't  be  called  comprehensive.  Dis- 
cussion of  Japanese  carmakers'  exploits 
on  U.  S.  soil  is  sketchy.  And  those  who 
really  felt  the  pain  of  Detroit's  follies 
are  conspicuously  absent.  We  read  how 


Smith's  blunders  and  Stempel's  ditheri: 
rattled  GM's  board  and  Wall  Street.  B| 
there's  little  about  the  workers  who; 
lives  were  shattered. 

Comeback  is  divided  into  two  sectio: 
"Old  Lions,"  about  the  postwar  gener 
tion  of  managers  who  never  lost  the 
sense  of  Detroit's  invincibility,  ai 
"Young  Lions,"  about  the  new  wave  lea 
ing  Motown's  resurgence.  The  Old  Lio: 
get  two-thirds  of  the  book— and  it's  tl 
juiciest  part.  Woven  into  the  largely  f 
miliar  history  of  Detroit's  marketing  ai 
manufacturing  gaffes  are  entertainir 
anecdotes  about  such  colorful  characte: 
as  Lee  Iacocca  and  the  "Gang  of  For< 
who  followed  him  to  Chrysler.  Here 
now-Chrysler  President  Bob  Lutz  grow 
ing  at  rival  Dick  Dauch:  "You  may  be 
former  football  player.  But  I'm  a  fo 
mer  Marine,  and  I'm  trained  to  kill." 

As  Comeback  nears  the  present,  t 
tales,  though  enlightening,  are  less  ou 
rageous.  The  new  leaders  may  lack  t 
swagger  of  the  old  guar 
And,  no  doubt,  sourc 
were  most  candid  abo 
events  safely  in  the  pas 
Still,  the  chapter  o 
GM's  purchasing  czar,  < 
Ignacio  Lopez  de  Ai 
riortua,  is  disappointing] 
dry.  There's  a  fascinatin 
chronology  of  the  duplii 
ity  involved  in  his  dele 
tion  to  Volkswagen,  allej 
edly  with  reams  of  G 
secrets.  But  even  thoug 
his  departure  is  poi 
trayed  as  a  stunning  pe 
sonal  betrayal  of  h: 
"hero,"  current  Chairma 
Jack  Smith,  there's  littl 
insight  into  why  Lope 
turned  his  coat  and  wh 
no  one  at  GM  saw  it  coming. 

Ingrassia  and  White  wind  up  wit 
stories  illustrating  how  each  of  Detroit' 
Big  Three  is  changing.  They  end  on 
note  of  wary  optimism  about  the  Amer 
ican  auto  makers'  newfound  succes: 
and  humility,  but  evince  under standabli 
concern  about  whether  the  companie: 
will  revert  to  their  arrogant,  prot'ligat< 
ways. 

Chrysler's  continuing  struggles  to  im 
prove  quality  and  GM's  to  master  it; 
intransigent  bureaucracy  certainly  war 
rant  caution.  Besides,  the  rising  yen  anc 
recession  in  Japan  have  helped  Detroit 
nearly  as  much  as  its  own  efforts.  Anc 
recent  plot  twists— notably  Ford's  glo- 
bal reorganization— make  long-range  fore 
casts  risky.  This  story  isn't  over  yet. 

BY  KATHtEEN  KERWlN 

Kerwin  is  BUSINESS  week's  Detroi 
bureau  manager. 
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EVERY  YEAR 


THESE  GUYS  COME  UP 


WITH  500  MORE  REASONS 


FOR  YOU  TO  HIRE  US 


Yikes!  They're  busy  passing  over  500  legislative 
changes  a  year  that  can  affect  your  business.  But  for  the 
250,000  employers  (both  large  and  small)  who  count  on 
us,  keeping  up  with  this  frantic  pace  is  a  breeze. 

Because  we're  ADP,  the  people  who  stay  on  top  of 
these  regulatory  changes  for  you.  So  you  don't  have  to 
waste  time  doing  it  yourself.  And  you  never  have  to 
worry  about  whether  you're  meeting  the  latest  laws. 


From  FICA  rate  changes  to  the  taxability  of  benefits  to 
keeping  payroll  updated  for  year-end  reporting,  if  a  new 
law  impacts  payroll,  employee  recordkeeping  or  human 
resource  management,  ADP  makes  it  easier  on  you.  No 
recalculating,  no  reprogramming,  no  risk. 

So  call  for  a  free  subscription  to  our  newsletter  and 
to  see  how  we  can  help  you  manage  change.  Because 
while  you're  reading  this,  they're  writing  more  laws. 


1  800  CALL  ADP  ext.  327 


PAYS     TO      HIRE  US 


YROLL  SOLUTIONS  •  TAX  &  REGULATION  MANAGEMENT 


STEMS  •  BENEFIT  PLAN  ADMINISTRATION 


Equitable  is  The  Equitable  Companies  Incorporated  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable 


Big  plans  can  start  at  fifty.  Or  forty-five.  No  rocker  on  the  porch;  no  fishing  on  the  lake. 

There's  something  you've  wanted  to  do  all  your  hie.  A  second  career.  For  you,  tomorrow 
isn't  all  (hat  faraway.  It  starts  long  hefore  your  pension  or  social  security  kick  in. 

Ecjuikihle  can  help  make  it  happen.  With  an  array  of  mutual  funds,  variahle  annuities  and 
life  insurance  —  ideas  to  help  you  plan  the  future  —  some  that  even  help  defer  taxes. 

To  find  out  more  about  these  products,  including  charges  and  expenses,  ask  your  agent  for 
a  prospectus.  Be  sure  to  read  it  carefully  hefore  you  invest  or  pay  money. 

And  do  it  soon.  Because  some  things  you  just  have  to  do  for  yourself.  For  tomorrow. 


EDITED  BY  STEPHEN  H.  WILDSTROM 


IT'S  NOT  THE  BOX, 
IT'S  THE  MONITOR 


Computer  shoppers  often 
ask  me  for  advice,  and 
my  answer  usually  sur- 
prises them:  If  you're  looking 
for  a  machine  to  run  Win- 
dows, don't  spend  a  lot  of 
time  worrying  about  the  com- 
puter itself.  Decide  if  you 
want  a  486-class  machine  or 
an  even  faster  Pentium.  Look 
for  the  best  price  on  a  box 
with  eight  megabytes  of  mem- 
ory and  at  least  a  340-mega- 
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on  the  screen.  A  bigger  dis- 
play gives  25  lines  of  bigger 
text.  But  graphic  interfaces 
adjust  how  much  they  cram 
into  a  window  to  the  size  of 
the  display.  Bigger  screens 
show  you  more  of  a  word-pro- 
cessing page  or  spreadsheet, 
or  the  output  of  several  pro- 
grams at  once. 

Even  so,  the  best  and 
biggest  monitor  won't  do  you 
much  good  unless  you  config- 
ure it  properly.  A  vid- 
eo image  is  made  up  of 
thousands  of  tiny  dots, 
or  "pixels,"  and  the  key 
to  comfortable  viewing 
is  matching  the  num- 
ber of  pixels  to  the 
monitor  size.  Macs  can 
do  this  on  their  own; 
Windows  leaves  it  up 
to  users  to  choose  the 
right  screen  resolution. 


MORE  BYTES, 
SAME  SPACE 

THE  TOP  IMAGE 
SHOWS  RESOLUTION 
OF  640  BY  480 
PIXELS.  AT  RIGHT, 
1024  BY  768.  WITH  A 
HIGHER  RESOLUTION, 
MORE  DATA  CAN  BE 
DISPLAYED  IN  THE 
SAME  AMOUNT  OF 
SCREEN  AREA 
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byte  hard  drive.  Then  put 
your  effort  and  as  much  of 
your  budget  as  you  can  into 
picking  a  display  monitor. 
AT  THE  LOOKING  GLASS.  There 

just  isn't  very  much  difference 
between  different  lines  of  com- 
puters. (That's  even  truer  for 
Macintosh,  where  you  are  lim- 
ited to  Apple  Computer  Inc.'s 
offerings.)  But  you'll  spend 
your  computing  hours  looking 
at  the  monitor,  which  makes  it 
a  critical  choice. 

Graphic-user  interfaces 
such  as  Windows  (and  even 
more  so  for  the  upcoming 
Windows  95)  put  great  de- 
mands on  displays.  Most  DOS 
programs  put  25  lines  of  text 


Monitors  are  growing.  The 
14-inch  size  that  has  been 
standard  for  several  years  is 
giving  way  to  15-inch  units. 
Seventeen-inchers  are  becom- 
ing the  choice  for  serious  busi- 
ness use.  But  unless  your 
larger  display  is  set  up  right, 
you'll  just  see  bigger,  grainier 
images. 

The  right  resolution  de- 
pends on  your  eyes  and  how 
far  away  from  the  screen  you 
sit.  For  most  users,  the  stan- 
dard Windows  display— 640 
pixels  wide  and  480  pixels 
high— looks  just  about  right 
on  a  14-inch  monitor.  Many 
users  are  comfortable  with 
the  next  step  up,  800-by-600, 


on  a  15-inch  unit.  And  the 
sharp-eyed  probably  can  work 
at  1024-by-768  pixels  on  a  17- 
inch  screen. 

Of  course,  there's  no  point 
worrying  about  configuring 
your  monitor  until  you  have 
bought  it,  and  careful  shop- 
ping is  time-consuming.  I  find 
that  specifications  for  "dot- 
pitch  size"  and  "scan  rate"  are 
next  to  useless  in  describing 
monitors'  actual  performance. 
You're  much  better  off  trust- 
ing your  eyes  and  going  with 
your  personal  preferences. 
A  personal  choice.  For  ex- 
ample, some  monitors,  espe- 
cially those  from  NEC  Tech- 
nologies, offer  crisp,  brilliant 
images,  but  at  the  price  of 
greater  susceptibility  to  glare. 
Other  manufacturers  fight 
glare  with  coatings  that  dull 
the  image  slightly.  Some  more 
expensive  monitors  use  high- 
tech coatings  to  improve  the 
trade-off,  but  in  the  end,  the 
choice  is  a  matter  of  taste. 
Shopping  requires  looking  at 
as  many  different  monitors  in 
stores  as  you  can.  Remember 
that  dealers  show  monitors 
under  ideal  conditions;  any- 
thing that  looks  less  than  per- 
fect in  the  store  will  be  worse 
in  your  home  or  office. 

If  you're  buying  a  new 
monitor,  either  as  part  of  a 
new  system  or  to  upgrade 
your  old  computer,  you'll 
probably  want  a  17-inch  mod- 
el. Unfortunately,  glass-blow- 
ing hasn't  enjoyed  the  same 
manufacturing  revolution  that 
has  driven  down  semiconduc- 
tor prices.  Street  prices  range 
from  about  $750  to  about 
$1,200.  The  top-of-the-line 
units  generally  offer  features, 
such  as  precise  color  calibra- 
tion, of  limited  value  to  most 
business  users,  so  a  midprice 
unit  may  be  your  best  bet. 
Fifteen-inch  monitors  run 
about  $400  less. 

New  software,  especially 
Windows  95,  will  make  it  easi- 
er for  users  to  tune  their  dis- 
plays for  best  performance. 
For  now,  that's  still  harder 
than  it  ought  to  be.  But 
there's  probably  no  area  of 
computer  use  where  time  in- 
vested in  learning  will  pay 
greater  dividends.         S.  W. 


BULLETIN  BOARD 


DIGITAL  ASSISTANCE 

PUTTING  A  PDA  TO  GOOD  USE 


Since  Apple  Computer  intro- 
duced the  Newton  Message- 
Pod  in  1993,  the  personal 
digital  assistant  has  been  in 
search  of  a  practical  use. 
Sony's  new  Magic  Link,  whic 
began  shipping  at  the  end  of 
September,  could  help  give 
PDAs  a  reason  for  being. 

The  first  device  built  around 
General  Magic's  Magic  Cap 


operating  system,  the  $1,000 
Magic  Link  was  designed  as  c 
communications  tool  for  exec 
utives  and  professionals  on 
the  go.  To  enter  data  into  the 
1.2-pound  device,  the  user 
taps  an  on-screen  keyboard 
with  a  special  pen,  or  with  fin 
gers.  For  heavier-duty  work  a 
your  desk,  an  auxiliary  key- 
board is  available. 

Magic  Link's  real  strength  is 
General  Magic's  Telescript 
communications  software  anc 
its  connections  to  AT&T's  new 
PersonaLink  network.  This 
hook-up  makes  it  easy  to  writ« 
a  message  on  the  Magic  Link, 
then  use  PersonaLink  to  dis- 
patch it  to  the  recipient's  fax 
machine,  pager,  or  mailbox 
on  nearly  any  public  E-mail 
system,  including  MClmail, 
CompuServe,  or  the  Internet 

Magic  Link's  major  lack  is 
two-way  wireless  communica- 
tions. Its  2,400-baud  modem 
needs  a  phone  line  to  send 
data  or  faxes,  although  a 
$250  credit-card  sized  acces- 
sory lets  it  function  as  a  pag- 
er. Leaving  out  wireless  al- 
lowed Sony  to  escape  some 
of  the  woes  that  have 
plagued  Motorola's  other- 
wise similar  Envoy,  still  ex- 
pected to  ship  by  yearend. 


Questions?  Comments?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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If  you  expect 
tobehassled, 

hounded  and 
haggled  in  our 

showrooms, 
expect  to  be 
disappointed. 

^^tfM^BflMk  ■ ,;  '  Vdsmobile,  ire  understand  the problems  you  hare  with  car  shopping  are 

lSgEmRg&BS^.  complicated  Complicated  option  packages  Rebates  And  haggling  So  ire're 

W  A  making  it  simpler.  By  equipping  all  our  new  cars  with  the  most  popular 

options,  standard.  By  taking  out  the  confusing  rebates-  but  /earing  in  the  sai'ings.  So 
our  retailers  can  giveyou  their  best  price  right  upfront  Without  a  lot  of  haggling.  Which  simply 
means  at  Oldsmobile,  you  get  a  lot  more  than  you  once 
bargained  for.  And  in  some  ways,  a  lot  less.  Demand  Better. 

/'/')  I  < ,  U  (  <»j)   Ml  rights  ivsci  ivtl  liin  klv  I  /'   \))ie>  n</' 


HOlclsmobile 


After  consideriri 
job  titles,  we've  decide 


Account  Controller 

Account  Executive 

Account  Services  Representative 

Accountant 

Accounting  Clerk 

Accounting  Supervisor 

Accounting  Systems  and 

Disbursements  Manager 
Accounts  Receivable  &  Collections 

Manager 
Administration  and  liudgets 

Manager 
Administration  Manager 
Administration  Supervisor 
Administrative  Assistant 
Administrative  Coordinator 
Administrative  Representative 
Administrative  Support  Manager 
Advance  Schedules  Coordinator 
Agencj  Accounting  Correspondent 
Air  Freight  Coordinator 
Air  Freight  Representative 
Air  Freight  Supervisor 
Air  Traffic  and  Flight  Systems 

Manager 

Aircraft  Fuel  Accounting  Manager 
Aircraft  Interior  Planning  Manager 
Aircraft  Scheduling  Manager 
Airframe  Maintenance  Cleaner 
Airframe  Maintenance  Manager 
Airframe  Maintenance  Mechanic 
Airframe  Planning  Manager 
Airframe  Support  Manager 
Airline  Ircfitabilitv  Analysis 

Manager 
\irline  I'raflic  Office  Supervisor 
Airport  Affairs  Assistant 
Airport  Planning  Manager 
Airport  Representative 
Analyst 

Applications  Development  Manager 
Applications  Plans  &  Control 
Manager 

Applications  Systems  Development 

Manager 
Area  Account  Executive 
Area  Representative 
Asset  Controls  Manager 
Assistant  Flight  Dispatcher 
Assistant  General  Counsel 
Assistant  Specialist 
Assistant  Treasurer 
Attorney 

Audio-Visual  Clerk 

Audio-Visual  Specialist 
Auditor 

Automated  Services  Supervisor 
Automation  Coordinator 
Automation  Installation 

Representative 
Automation  Sales  &  Support 

Manager 
Automation  Systems  Manager 
Baggage  Claims  Support  Clerk 
Baggage  Operations  Manager 
Baggage  Services  Custodian 
Baggage  Services  Representative 
Baggage  System  Operator 
Bank  Reconciliation  Controller 
Base  Mechanic 

Benefits  Insurance  Representative 
Benefits  Insurance 

Assistant/Coordinator 
Benefits  Manager 
Building  Services  Supervisor 
Business  Development  Manager 


Business  Services  Manager 
Business  Travel  Coordinator 
Buyer 

Cabin  Serviceman 

Cafeteria  Manager 

Capacity  Management  Coordinator 

Capital  Budgets  Manager 

Capital  Planning  Manager 

Captain 

Cargo  Service  Manager 
Cargo  Inventory  Coordinator 
Cargo  Marketing/Revenue  Manager 
Cargo  Representative 
Cargo  Revenue  Accounting 

Supervisor 
Cargo  Sales  &  Sei-vice 

Representative 
Cargo  Sales  &  Service  Supervisor 
Cargo  Sales  &  Services  Center 

Manager 
Cargo  Sales  Manager 
Cargo  Service  Clerk 
Cargo  Service  Manager 
Cargo  Service  Planning  Manager 
Cash  Management  Manager 
Catering  Coordinator 
Catering  Manager 
Catering  Supervisor 
Central  Baggage  Services 

Supervisor 
Central  Baggage  Specialist 
Central  Baggages  Services 

Manager 
Chairman  &  Chief  Executive 

Officer 
Chel 

Chief  Architect 
Chief  Pilot 
Clerk 

Collection  Agency  Control  Clerk 
Collection  Representative 
Collections  and  Securities  Manager 
Communications  &  Quality 

Programs  Manager 
Communications  Representative 
Compensation  Support  Analyst 
Compensation  Support  Clerk 
Components  Maintenance  Manager 
Computer  Operations  Manager 
Computer  Production  Manager 
Computer  Production  ( iperator 
Computer  Production  Supervisor 
Computer  Security  Clerk 
Computer  Security  Manager 
Computer  Security  Support 

Specialist 
Computer  Support  Clerk 
Computer  Terminal  Maintenance 

Coordinator 
Computer  Terminal  Technician 
Configuration  Control  Manager 
Contract  Catering  Representative 
Contract  Services  Assistant 
i  Ontributions  Manager 
Controller 
Cook 

Coordinator 

Corporate  Contributions  Assistant 
Corporate  Insurance  Assistant 
Corporate  Medical  Director 
Creative  Services  Assistant 
Credit  &  Collection  Clerk 
Credit  Analyst 

Credit  Disbursement  Controller 
Credit  Union  Manager 
Crew  Scheduler 


Crew  Schedules  Manager 
CRS  Management  Specialist 
Current  Schedules  Manager 
Customer  Relations  Manager 
Customer  Relations  Representative 
Customer  Relations  Specialist 
Customer  Service  Manager 
Customer  Service  Planning 

Manager 
Customer  Service  Representative 
Customer  Service  Supervisor 
Customer  Service  Training 

Manager 
Customer  Services  Clerk 
Data  Base  Administration  Manager 
Data  Base  Coordinator 
Data  Fntiy  Coordinator 
Data  Entry  Supervisor 
Data  Support  Manager 
Defined  Benefit  Plan 

Representative 
Defined  Contribution  Plan 

Representative 
Director 

Distribution  Control  Representative 
Distribution  Manager 
District  Manager  -  Sales 
I  fomestic  Planning  Manager 
Domestic  Reservations  Planning 

Manager 
Draftsman 

Drug  Testing  Program 

Representative 
Duty  Free  Clerk 
Fditorial  Assistant 
FFO  Compliance  Manager 
Electronics  Purchasing  Manager 
Emergency  Procedures  Training 

Programs  Manager 
Employee  Communications 

Manager 
Employee  Relations  Manager 
Employment  Manager 
Employment  Representative 
Engine  Maintenance  Manager 
Engineer 

Engineering  Specialist 
Engineering  Systems  Manager 
Engineering  Technical  Publications 

Manager 
Environmental  Safety  Manager 
Equal  Opportunity  Programs 

Manager 
Equipment  Maintenance  Manager 
Executive  Chef 

Executive  Office  Facilities 

Manager 
Executive  Secretary 
Executive  Vice  President 
Facilities  Manager 
Facilities  Services  Supervisor 
Factory  Representative 
Field  Audits  Manager 
Field  Communication  Services 

Representative 
Field  Communications  Manager 
Field  Purchasing  Manager 
Financial  Analysis  Manager 
Financial  Reporting  Manager 
First  Officer 
Fleet  Captain 

Fleet  Operations  Coordinator 
Flight  Crew  Operations  Control 

Manager 
Flight  Crew  Schedule  Manager 
Flight  Dispatch  Manager 


Flight  Dispatch  Services 

Coordinator 
Flight  Dispatch  Services  Manager 
Flight  Dispatch  Standards  & 

Training  Manager 
Flight  Dispatcher 
Flight  Ground  School  Training 

Manager 
Flight  Manager 
Flight  Operations  Services 

Representative 
Flight  Operations  Simulator 

Technician 
Flight  Operations  Specialist 
Flight  Operations  Supervisor 
Flight  Operations  Surgeon 
Flighl  i  iperations  lest  ( 'aptain 
Flight  Operations  Test  First  Officer 
Flight  Operations  Test  Second 

Officer 
Flight  Operations  Training 

Scheduling  Coordinator 
Flight  Publications  Manager 
Flight  Safety  Manager 
Flight  Simulator  Engineer 
Flight  Simulator  Maintenance 

Su  pervisor 
Flight  Simulator  Manager 
Flight  Simulator  Specialist 
Flight  Standards  &  Technical 

Support  Manager 
Flight  Systems  Program  Manager 
Flight  Test  Manager 
Hi,;ht  Trunin-  Pr;:f;i  tins  Manager 
Flight  Training  Schedules  Manager 
Flight  Training  Schedules 

Supervisor 
Food  and  Beverage  Planning 

Manager 
Food  Service  Clerk 
Food  Service  Employee 
Forecasting  &  Revenue  Analysis 

Manager 
Foreman 

Freight  Accounting  Correspondent 

Freight  Customer  Representative 

Freight  Tariff  Auditor 

Fuel  Supply  A:  Trading  Manager 

Fuel  Technical  Services  Manager 

General  Auditor 

General  Cashier 

General  Clerk 

General  Manager 

General  Purchasing  Manager 

Graphic  Designer 

Graphic  Typesetter 

Ground  Communications 

Technician 
Ground  Equipment  i  Manpower 

Support  Manager 
Ground  Equipment  Engineer 
Ground  Equipment  Engineering 

Manager 
Ground  Equipment  Specialist 
Ground  Radio  Equipment 

Maintenance  Manager 
Ground  Safety  Manager 
Ground  Systems  Engineering 

Manager 
Groundskeeper 
Group  Coordinator 
Group  Sales  Manager 
GSA  Administration  Representative 
GSA  Sales  Manager  •  Latin 

.America 
Hangar  Maintenance  Manager 


mr 


is 
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Health  Resources  Manage 
HMO  Representative 
Hotel  Services  Supervisor 
Human  Resources  Assista  1  ' 
Human  Resources  Plannii  j 

Specialist 
Human  Resources  Servict  | 

Manager 
Income  Tax  Specialist 
Industrial  Engineer 
Industrial  Nurse 
Inflight  Administrative  Su 

Manager 
Inflight  Safety  Manager 
Inflight  Scheduling  Opera  - 

Manager 
Inflight  Service  Coordinat  -  ' 
Inflight  Service  Manager 
Inflight  Service  Planning 

Representative 
Inflight  Supervisor 
Inflight  Training  Coordin*^ 
Information  Services  Man  - 
Information  Systems  Mam  j 
Information  Systems  Spec  • 
Inspection  Manager 
Inspector 
Instructor 

Interline  Pass  Bureau 

Representative 
Interline  Programs  Admin  j& 

Manager 
Interline  Tariff  Coordinate 
Intermediate  Schedules  M 
Internal  Audits  Manager 
International  Cargo  Expet  i'' 
International  Customer  Set  - 
Representative 
International  Facilities  Ma  |S) 
International  Planning  Ma 
International  Reservationsf-' 

Planning  Manager 
International  Schedules  M  " 
International  Service 

Representative  -  Infligb  k 
Interviewer  -  Credit  Union  - 
Inventory  &  Business  Serv 

Manager 
Inventory  Control  Analyst 
Inventory  Control  Coordin 
Inventory  Control  Manage! 
Inventory  Management  As:  . 
Inventory  Management  Ma 
Inventory  Planning  Manag  : 
Inventory  Reporting  Analy 
Investments  Manager 
Janitor 

Key  Accounts  Executive 
Laboratory  and  X-Ray  Tec;  j 
Legal  Assistant 
Legal  Files  Clerk 
Legal  Text  Processing  Opt 
Leisure  Marketing  Repress 
Life  and  Disability  Benefit 

Analyst 
Line  Maintenance  Operatic 

Manager 
Line  Maintenance  Resourc 

Control  Manager 
Line  Maintenance  Training 

Manager 
Line  Operations  Quality  Ai 

Manager 
Line  Technical  Services  M: 
Logistics  Control  Manager 
Logistics  Support  Analyst 


ir  current  list  of 
add  one  more.Owner. 


il  Investigator 
vices  Coordinator 
e  Accounting  Manager 
e  Administrator 
e  Analysis  Manager 
e  Data  Controller 
e  Operations  Manager 
e  Planning  Analyst 
e  Planning  Data 

e  Programs  Manager 
e  Records  &  Control 

e  Records  Specialist 
e  Sales  Accounting 
it 

e  Supervisor 
e  Systems  Data 
5r 

e  Training  Specialist 
e  Warranties  & 
ing  Services  Manager 
e  Warranty 
tration  Representative 
e  Warranty  Assistant 
e-Line  Specialist 
ire  Representative 
Planner  -  Aircraft 
ance 

Planning  Manager 
Scheduling  Supervisor 
elopment  Manager 
•ing  Coordinator 
-"rograms 
ntative 
Credit  Union 
ntative 
iff  Auditor 
ales  Assistant 
erification  Specialist 
Planner 


tions  &  Creative 
Manager 
iurce  Librarian 
ices  Assistant 
distant 

nefits  Analyst 
rvices  Representative 

ist 

y  Manager 

d  Standards  Manager 
'reduction  Operator 
is  Audits  Manager 
is  Investigative 
ator 

administration 
ntative 

;counts  &  Travel  Agency 
is  Manager 
'counts  Executive 


National  Accounts  Manager  - 

Leisure  Sales 
National  Credit  Card 

Correspondent 
National  Leisure  Sales 

Representative 
New  Aircraft  &  Systems  Manager 
New  Engineering  Technology  & 

Standards  Manager 
Nurse  Practitioner 
Office  Assistant 
Offline  Sales  &  Promotion 

Manager 

Onboard  Product  Support  Manager 
Onboard  Systems  Planning 

Manager 
Operating  Budgets  Manager 
Operational  Engineering  Manager 
Operational  Security 

Representative 
Operational  Support  Supervisor 
Operations  Performance  Reporting 

Manager 
Operations  Research  Manager 
Console 

Owner 


i  Cleaner 
Passenger  Interline  Accounting 

Manager 
Passenger  Refunds  &  Audits 
Manager 

Passenger  Refunds  Representative 
Passenger  Revenue  Accounting 

Supervisor 
Passenger  Tariff  Auditor 
Payroll  Accounting  Manager 
Payroll  Analyst 
Payroll  Supervisor 
Pension  Plans  Manager 
Pension  Programs  Representative 
Performance  Analysis  Manager 
Personnel  Assistant 
Personnel  Representative 
Personnel  Services  Manager 
Petroleum  Administration 

Representative 
Photographer 
Physician's  Assistant 
Pilot 

Pilot  Instructor 
PI;  'i' 

Planning  &  Control  Manager 
Planning  &  Scheduling  Manager 
Planning  Manager 
Planning  Support  Manager 
Plant  &  Equipment  Maintenance 

Manager 
Plant  Equipment  Engineer 
Plant  Maintenance  Representative 
Postal  Affairs  Manager 


President  &  Chief  Operating 
Officer 

President  &  Treasurer-Credit  Union 
Pricing  Data  Coordinator 
Pricing  Implementation 

Coordinator 
Pricing  Implementation  Manager 
Pricing  Manager 

Procedures  and  Methods  Manager 
Product  Display  Coordinator 
Product  Display  Specialist 
Product  Quality  Analysis  Manager 
Production  &  Standards 

Coordinator 
Production  Data  Controller 
Production  Specialist 
Professional  Employment  Manager 
Programmer 
Project  Engineer 
Project  Management  Manager 
Project/COA  Management 

Representative 
Property  Accounting  Manager 
Property1  and  Transaction  Tax 

Specialist 
Provisioning  Scheduler 
Publishing  &  Mail  Services 

Coordinator 
Publishing  Services  Assistant 
Publishing  Services  Supervisor 
Purchasing  Agent 
Purchasing  Assistant 
Purchasing  Data  Controller 
Purchasing-Food  Services  Manager 
Quality  Assurance  Manager 
Quality-  Assurance  Representative 
Quality-  Programs  Specialist 
Radiologist 

Ramp  Service  Manager 
Ramp  Service  Supervisor 
Ramp  Serviceman 
Ramp  Services  Planning  Manager 
Receipts  &  Disbursements 

Controller 
Receptionist/Switchboard  Operator 
Refurbishment  &  Supply 

Distribution  Supervisor 
Regional  Flight  Surgeon 
Regional  Manager 
Regional  Representative  -  Postal 

Sales 

Regional  Sales  &  Support  Manager 
Regional  Specialist  -  Sales 

Automation 
Regional  Staff  Analyst  -  Sales 
Regional  Vice  President 
Reproduction  &  Mailing  Equipment 

Operator 
Reservation  Planning 

Representative 


Reservations  Sales  &  Service 

Representative 
Reservations  Sales  &  Service 

Specialist 
Reservations  Manager 
Reservations  Services  Assistant 
Reservations  Services  Scheduler 
Reservations  Supervisor 
Reservations  Support  Clerk 
Reservations  Workload  Coordinator 
Revenue  Control  Clerk 
Revenue  Correspondent 
Revenue  Management  System 

Coordinator 
Route  and  Fleet  Planning  Manager 
Router  -  System  Aircraft 
Safety  &  Security  Director 
Safety  Data  Clerk 
Sales  Assistant-Passenger 
Sales  Clerk 

Sales  Planning  &  Development 

Manager 
Sales  Promotion  Representative 
Sales  Representative 
SATO  Traffic  Representative 
Scanner  Terminal  Operator 
Schedule  Data  Coordinator 
Scheduler 

Scheduling  Manager 

Seamer 

Second  Officer 

Secretary 

Security  Clerk 

Security  Officer 

Security  Officers  Supervisor 

Senior  Analyst 

Senior  Communications  Design 
Analyst 

Senior  Coordinator  -  Production 

Scheduling 
Senior  Counsel 
Senior  Member  Services 

Representative 
Senior  Reproduction  &  Equipment 

Operator 
Senior  Service  Representative 
Senior  Staff  Representative 
Senior  Staff  Specialist 
Senior  Vice  President 
Shareholder  Services  Issistant 
Shift  Coordinator  -  Engine 

Operations 
Shift  Manager  -  Station  Control 
Source  Data  Control  Clerk 
Special  Accounts  Representative  - 

I  ill'go 

Special  Events  Representative 
Special  Services  Representative 
Staff  Architectural  Engineer 
Standards  Captain 
Station  Control  Manager 


Station  Maintenance  Controller 
Station  Maintenance 

Representative 
Station  Operations  Representative 
Station  Services  Scheduler 
Station  Support  Clerk 
Station  Zone  Controller 
Statistical  Analyst 
Storekeeper 
Stores  Supervisor 
Supply  &  Distribution  Supervisor 
Surplus  Sales  Manager 
System  Aircraft  Maintenance 

i  ontrol  Manager 
System  Baggage  Investigator 
System  Design  Analyst 
System  Flight  Operations 

Manager 
System  Operations  Control 

Manager 
System  Support  Specialist 
Systems  Analyst 
Tariff  Auditor  -  United  Express 
Team  Coordinator 
Technical  &  Professional 

Development  Manager 
Technical  Documents  Controller 
Technical  Librarian 
Technical  Publications  Specialist 
Technical  Services  Support 
Technical  Work  Documents 

Manager 
Technical  Writer 

Technician  -  Technical  Documents 
Technologist 

Test  Pilot  -  Flight  Simulator 
Text  Production  Operator 
Ticket  Auditor 
Ticket  Sales  Manager 
Ticket  Sales  Representative 
Ticket  Stock  Coordinator 
Time  Limit  Control  Supervisor 
Timekeeper 
Tour  Coordinator 
Tour  Sales  Representative 
Traffic  &  Distribution  Manager 
Traffic  Coordinator 
Training  Manager 
Training  Representative 

Training  C  -dinator/ Specialist 

Transportation  Coordinator 
Travel  Benefits  Representative 
Treasury  Specialist 
Typist  ' 

United  Vacations  Marketing 

Manager 
Utilityman 
Vehicle  Driver 
Vice  President 

Voice  Communications  Support 

Representative 
777  Development  Manager 
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Economic  Viewpoint 


BASEBALL:  HOW  TO 
LEVEL  THE  PLAYING  FIELD 


BY  GARY  S.  BECKER 


Taxing  total 
spending  by  teams 
and  imposing  a 
second  tax  on  the 
worst  performers 
would  help  small- 
market  clubs  and 
encourage 
competition — 
without  a  salary  cap 


GARY  S  BECKER.  THE  1992  NOBEL 
LAUREATE,  TEACHES  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  IS  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


Since  the  start  of  the  strike  by  Major 
League  Baseball  players  and  the  prema- 
ture death  of  the  season,  sports  writ- 
ers, TV  analysts,  and  fans  have  been  busy  as- 
signing blame  and  taking  sides— without 
addressing  the  underlying  economic  issues  and 
special  problems  of  baseball  and  other  team 
sports. 

The  stubbornness  and  solidarity  of  owners 
during  the  strike  have  been  blamed  on  the 
special  exemption  from  antitrust  laws  granted 
to  Major  League  Baseball  in  1922  by  the  U.  S. 
Supreme  Court.  But  baseball  isn't  alone  in  its 
immunity  to  antitrust  litigation:  The  Clayton 
Antitrust  Act  of  1914  exempted  all  unions,  in- 
cluding sports  unions.  And  other  sports,  even 
those  subject  to  antitrust  litigation,  have  had 
similar  conflicts:  Witness  the  1987  National 
Football  League  players'  strike. 

The  most  important  distinguishing  charac- 
teristic of  the  economics  of  baseball  has  noth- 
ing to  do  with  antitrust:  It  is  that  baseball 
fans,  like  fans  of  other  team  sports,  often  care 
less  about  the  absolute  quality  of  performance 
by  players  and  teams  than  about  their  records 
relative  to  the  teams  they  compete  against. 
This  consideration  differs  from  those  involved 
in  most  other  products  and  services.  Will  the 
team  they  root  for  win  a  lot  of  games,  make 
the  playoffs,  and  possibly  even  win  the  World 
Series?  Will  their  favorite  batter  lead  the 
league,  or  will  a  star  pitcher  win  more  than  20 
games? 

A  tight  race.  The  sensitivity  of  revenues  from 
attendance  and  television  to  relative  perfor- 
mance implies  that  revenues  are  greater  when 
games  are  close,  races  are  tight,  and  perhaps 
also  when  the  teams  that  win  the  World  Se- 
ries or  championships  in  other  sports  tend  to 
change  from  year  to  year.  Owners  oppose  free 
agency  and  unfettered  competition  for  rookies, 
arguing  that  races  would  not  be  close  because 
teams  in  large  markets  or  with  deep  pockets 
would  buy  up  the  best  free  agents  and  rook- 
ies. Yet  studies  find  that  the  tightness  of  rac- 
es and  difference  in  won-lost  records  have  not 
changed  much  since  baseball  went  to  free 
agency  in  197(5. 

The  importance  of  relative  performance  also 
means  that  spending  by  teams  can  degenerate 
into  an  "arms  race."  Each  team  alone  has  an 
incentive  to  do  a  bit  more  to  get  a  competitive 
edge,  but  no  team  may  get  an  edge  on  the 
competition  if  all  spend  more.  Just  as  nations 
can  increase  their  weapons  without  changing 
the  balance  of  power,  the  ranking  of  teams  in 
a  sports  race  may  be  unchanged  when  they  all 
spend  more  on  players,  farm  teams,  scouting, 
managers,  and  in  other  ways. 


Owners  and  players  need  to  find  a  set  < 
rules  that  limits  spending  and  encourages  con 
petition  without  tilting  the  labor-managemei 
balance  too  much  to  either  side.  Owners  b 
lieve  the  solution  is  a  cap  on  team  salaries,  b\ 
players  correctly  perceive  that  such  caps  ar 
too  rigid. 

Strikes  and  lockouts  might  occur  even  wit 
the  best  of  intentions,  as  players  and  tean 
struggle  over  the  division  of  sports  revenue: 
Although  the  median  salary  of  players  is  aboil 
$500,000,  even  well-paid  employees  may  war] 
to  strike  and  use  other  tactics  to  earn  mord 
especially  when  their  careers  last  only  a  fei 
years.  And  while  owners  are  frequently  suj 
cessful  businesspeople  who  get  a  thrill  from  iij 
volvement  in  sports,  they  still  want  to  kee 
down  costs  and  earn  a  reasonable  return  o 
their  investments. 
for  rich  OR  for  worse.  Instead  of  a  salar 
cap,  baseball  should  tax  total  spending  by  majc 
league  teams  on  players,  player  developmen 
and  anything  else  that  may  improve  a  team' 
record.  For  example,  they  might  impose  a  33' 
tax  on  all  spending  for  those  purposes  by 
team  above  $40  million,  approximately  the  avei 
age  amount  spent  by  Major  League  Baseba 
teams  in  these  ways.  At  the  end  of  the  negot 
ations  between  owners  and  players,  the  unio 
sprang  this  kind  of  tax  on  the  owners. 

Such  a  tax  would  discourage  excessiv 
spending  of  the  arms-race  variety.  In  add 
tion,  since  the  tax  revenue  collected  by  th 
leagues  would  be  distributed  to  all  teams,  i 
would  help  compensate  owners  in  small  rriai 
kets  for  the  greater  resources  of  the  Ne\ 
York  Yankees,  Los  Angeles  Dodgers,  and  otl 
er  teams  in  large  markets. 

But  a  tax  on  spending  is  not  enough,  for 
does  not  give  badly  run  teams  an  added  finar 
cial  incentive  to  improve  their  records  an 
make  the  races  closer.  This  can  be  accorr 
plished  with  a  second  tax  on  teams  that  pei 
form  below  average. 

The  more  games  a  team  lost  in  the  previou 
year  or  two,  the  larger  would  be  the  amoun 
it  would  be  obligated  to  pay  into  the  league' 
treasury.  Such  a  tax  would  encourage  weal 
teams  to  try  harder,  whereas  the  rookie  drai 
and  certain  other  rules  of  Major  League  Base 
ball  favor  rather  than  punish  teams  tha 
do  badly.  When  weak  teams  are  favored,  the; 
have  less  incentive  to  become  more  competi 
tive  through  their  own  actions— such  a 
improving  the  quality  of  their  decisions  an< 
management. 

The  predictable  result:  close  and  efficien 
competition  without  a  salary  cap  and  withou 
shifting  the  balance  of  power  toward  owners 
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dtitude.  Speed.  Time...  All  shown  by  a 
ointer  or  needle  on  an  indicator,  even  on  the 
itest  aircraft.  Because  a  pointer  sweeping 
ver  a  circular  gauge  is  what  a  pilot  sees  and 
nderstands  most  readily  -  particularly  when 
e  has  to  keep  track  of  countless  other  pieces 
f  information. 

y  contrast,  digital  readouts  provide  finer 
nd  fuller  detail  -  time  to  Viooth  of  a  second, 
ar  instance,  or  alphanumerical  data.  They 
lso  simplify  the  setting  of  programable 
unctions. 

•reitling's  Aerospace  implements  these 
lisplay  principles  to  the  full.  Little  wonder  it 
i  the  unquestioned  choice  of  the  world's 
apflight  aerobatics  teams. 


f 


Multifunction  quartz  electronic  instrument 
watch  with  hybrid  displays, 
w      Hours  and  minutes  shown  by  conventional 
hands. 

Alphanumeric  menu  and  functions  displayed 
in  two  LCD  windows. 

Chronograph  calibrated  to  '/muth  of  a  second. 
With  alarm,  countdown  timer,  second 
timezone,  day  of  the  week  and  date 
functions. 

Chronograph     operated  and 
programed  directly  by  the  crown 
Titanium    case  water-resistant 
(300ft),  with  glareproofed  sapphire  crystal. 
Bezel  with  rider  tabs  clad  with  titanium 
nitride.    "Aerospace"    or  "Professional" 
bracelet  or  leather  strap. 
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Diamond  Importers  and  Jewelry  Manufacturers 
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NSTRUMENTS      FOR  PROFESSIONALS 


Introducing 
Well  En 
Actually  Imi 


One  of  the  most  impressive 
features  of  the  Deskpro  XI 
is  if s  future  Its  upgrade 
ability,  expandability  and 
flexibility  (and  countless 
other  Compaq  engineered 
abilities)  are  all  designed 
to  protect  your  investment. 


It's  showtime  Spectacular 
graphics  capabilities  we 
built  into  the  Deskpro  XI . 
combined  ivith  the  VESA 
Advanced  Feature  Connec- 
tor, lay  the  groundwork  for 
hiah-end  design  work  and 

video  conferencing 


If  you  use  a  powerful  computer,  you  know  how 
it  works:  The  day  you  bought  your  last  machine 
was  the  day  you  started  thinking  about  your 
next  one.  For  that  reason,  wed  like  to  introduce 
you  to  a  computer  you  can  always  look  forward 
to -the  new  Compaq  Deskpro  XL. 

Basically,  we've  designed  the  Deskpro  XL  to 
be  everything  you  could  ever  want  in  a  high- 
performance  desktop  computer. 
A  new  high  at  the  high  end.  So 

not  onlv  did  we  build  in  our  own 

j 

industry-leading  technologies,  we 
added  the  flexibility  and  expandability  that  will  make  it  possible 
for  you  to  take  advantage  of  advances  still  to  come. 

Deskpro  XL's  powerful  PCI  local  bus,  with  integrated  32-bit 

Fast  SCSI-2  and  Ethernet  capa- 
bilities, lets  you  add  the  most 
advanced  features -while  its 
EISA  slots  offer  compatibility 
with  the  thousands  of  existing 
options.  You  also  get  super-fast  QVision  PCI  graphics  with  crisp 
1280  x  1024  resolution.  So  with  the  Deskpro  XL 
you  enjoy  maximum  performance  today,  with  a 
door  wide  open  for  future  growth. 

Standard  equipment,  of  course,  includes  the 
Compaq  commitment  to  quality,  dependability 
and  value.  Which  comes  in  the  form  of  our  free 
three-year  warranty'  and  our  free  seven-day, 

24-hour  support. 

The  Deskpro  XL  starts  at  $2,599" 
and  is  available  now  at  your  nearest 
authorized  Compaq  reseller.  If  you'd  like  more  details  via  fax, 
call  us  at  1-800-345  -1518,  select  the  PaqFax  option  and  request 
document  #4052.  You'll  find  that  L-W.ni. 
the  future  has  never  looked  better.       %m\Jm   Mm  jr 


It's  fast.  Oh,  is  it  Jan.  And  the  good  news  is,  it  will  only 
get faster.  The  Deskpro  XL's  advanced  architecture  makes 
it  easy  to  upgrade  to  future  processors  -  so  you'll  be  able 
to  buy  more  speed  without  bu\  ing  a  new  computer 


The  Deskpro  XL  make 
upgrading  a  lot  easier 
with  its  Plug  and  Play 
capabilities  Servicing 
is  a  snap,  too  -  no 
special  tools  reauircd. 


has  a  built -in  speaker, 
microphone  and  controls 
lor  Business  Audio  -  so 
the  complete  power  of 
business  communu  at  ion 
will  alwavs  be  right  at 
yout  fingertips 
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conomic  Trends 


BY  GENE  KORETZ 


U.S.  EXPORTS  TO  JAPAN: 

BOXES  STUFFED 

WITH  LOW-COST  GOODS 


Even  as  the  U.  S.  continues  to  seek 
trade  concessions  from  Japan,  econo- 
mists are  underscoring  the  difficulties 
in  reducing  the  imbalance  in  their  trade 
flows.  A  recent  analysis  by  Joseph  P. 
Quinlan  of  Dean  Witter  Reynolds  Inc. 
casts  intriguing  light  on  the  problem. 

Quinlan's  focus  is  containers,  the  40- 
foot-long  metal  boxes  that  are  trans- 
ported by  ship  from  port  to  port  and 
then  carried  by  railcar  or  truck  to  their 
final  destinations.  Ironically,  notes  Quin- 
lan, when  measured  in  terms  of  contain- 
ers, "the  U.  S.  can  boast  of  a  consistent- 
ly strong  trade  surplus  with  Japan." 
Last  year,  it  sent  nearly  619,000  con- 
tainers to  Japanese  ports,  44%  more 
than  it  received  (chart). 

In  trade  data,  however,  the  devil  is 
often  in  the  details.  U.  S.  containers 
bound  for  Japan,  Quinlan  notes,  are 
mainly  stuffed  with  high-volume  low-val- 
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ue  primary  products,  such  as  lumber, 
waste  paper,  scrap  metal,  grass  seed, 
and  resins.  In  fact,  the  lead  item  on  the 
list  last  year  had  nothing  to  do  with 
America's  new  global  competitiveness:  It 
was  some  65,000  containers  of  hay— the 
stuff  cows  like  to  munch  on. 

By  contrast,  Japan's  top  container  ex- 
ports to  the  U.  S.  consist  of  auto  parts, 
tires,  and  other  components  required  by 
Japanese  transplants.  And  the  next  larg- 
est category  is  electrical  goods,  including 
office  machines,  stereo  equipment,  and 
computer  parts.  Thus,  while  America's 
biggest  exports  to  Japan  are  commodity- 
type  low-value-added  products,  Japan's 


exports  to  the  U.  S.  are  predominantly 
high-value-added  products. 

To  be  sure.  Japanese  purchases  of 
such  billion-dollar.,  high-tech  U.  S.  ex- 
ports as  aircraft,  electronic  components, 
and  computers  are  up  25%  to  30%  this 
year,  despite  Japan's  recessionary  cli- 
mate. But,  as  economist  Rosanne  M. 
Cahn  of  cs  First  Boston  notes,  America 
is  also  buying  more  of  these  products 
from  Japan,  widening  the  trade  deficit  in 
these  items  by  nearly  20%. 

"If  imports  start  out  much  larger  than 
exports,"  says  Cahn,  "it  takes  enormous 
growth  in  exports  to  adjust  trade— par- 
ticularly if  major  U.  S.  imports  from  Ja- 
pan are  still  growing  rapidly." 


DO  TAX  INCENTIVES 
REALLY  PUSH  PEOPLE 
TO  SAVE  MORE? 


At  first  glance,  the  array  of  tax  in- 
centives devised  by  Congress  in  re- 
cent decades  to  boost  household  savings 
has  been  a  striking  success.  More  than 
40  million  people  now  have  401(k)  plans, 
for  example.  And  the  annual  sums 
pumped  into  401(kls,  individual  retire- 
ment accounts  (iras),  and  the  like  have 
soared  from  just  S5.4  billion  in  1980  to 
S66  billion  in  1990. 

The  critical  question,  however,  is 
whether  the  plans  have  induced  taxpay- 
ers to  save  more.  In  a  study  in  Brook- 
ings Papers  on  Economic  Activity,  econ- 
omists Eric  M.  Engen,  William  G.  Gale, 
and  John  Karl  Scholz  note  that  there's 
nothing  to  stop  people  from  reducing 
their  taxes  by  using  past  savings  or 
even  borrowed  funds  to  make  contribu- 
tions to  IRAs,  4011  k  Is,  or  other  plans. 
They  can  also  choose  to  squirrel  away 
the  same  amount  they  would  have  any- 
how, while  spending  the  extra  cash  pro- 
vided by  a  lower  tax  bill. 

To  find  out  how  people  actually  be- 
haved, the  study  looked  at  two  matched 
groups  of  savers  presumably  influenced 
by  tax  incentives:  401(kl  participants  and 
ira  participants  not  eligible  for  4011  k) 
plans.  Because  the  1986  tax  reform  act 
slashed  ira  deductibility  while  expanding 
opportunities  to  save  via  401(k)s,  the  re- 
searchers figured  that  by  1991  the  sav- 
ings of  the  latter  group  should  have 
grown  a  lot  more  than  the  tra  group.  In- 
stead, they  found  no  real  difference  in  as- 
set growth  from  1986  to  1991. 

The  economists  conclude  that  most  of 
the  funds  flowing  into  tax-incentive  plans 
are  not  new  savings  but  substitutes  for 
other  forms  of  savings.  And  while  some 
may  disagree,  their  results  are  bolstered 
by  one  salient  fact:  The  personal  savings 


rate,  which  averaged  7%  from  1950 
1980,  has  slumped  to  the  4.5%  range| 
just  as  contributions  to  savings  incenti 
plans  have  taken  off. 


AS  WAGE  PRESSURES 
POP  UP,  KEEP  YOUR 
EYES  ON  THE  MIDWEST 


While  U.  S.  wage  inflation  still  a 
pears  tame,  several  region| 
banks  of  the  Federal  Reserve  repo 
worker  shortages  for  skilled  const: 
tion,  manufacturing,  and  clerical  job 
their  districts.  And  shortages  of  tempi 
rary  workers  are  cropping  up  in  sue 
cities  as  Chicago,  Dayton,  Denver,  ar 
Austin,  Tex.— forcing  some  temporar 
help  agencies  to  start  bidding  up  wage 
If  that  trend  accelerates,  it  will  tai 
hold  first  in  the  Midwest,  predicts  Mai 
M.  Zandi  of  Regional  Financial  Ass 
dates  Inc.  That's  because  the  Midwes 
unlike  other  regions  with  upswings  in  i 
dustrial  activity,  continues  to  suffer  froi 
out-migration.  Indeed,  Zandi  notes  th 
jobless  rates  are  now  below  6%  in  Chie 
go  and  Detroit,  5%  in  Indianapolis  an 
Milwaukee,  and  4%  in  Des  Moines,  Mi 
neapolis,  and  Omaha. 


SOLVING  THE  RIDDLE 
OF  BRITAIN'S 
HIDDEN  JOB  GROWTH 


Though  Britain's  economy  grew  at 
4.4%  rate  in  the  second  quarter,  en 
ployment  has  been  declining  since  mic 
1993.  Economist  Leo  Doyle  of  Kleinwoi 
Benson  Securities  Ltd.  explains  th 
anomaly  by  pointing  to  a  problem  als 
plaguing  U.  S.  labor  statistics. 

Doyle  notes  that  while  the  offici 
British  Employment  Dept.  measure 
weak,  the  rival  Labour  Force  Surve 
shows  employment  gaining  ground  ove 
the  past  year.  Like  the  U.  S.  payroll  an 
household  surveys,  the  former  count 
jobs  reported  by  employers  while  th 
latter  is  based  on  a  survey  of  house 
holds.  And  as  in  the  U.  S.,  the  employe] 
based  survey  can  miss  the  boat  whe: 
job  creation  by  small  new  businesses  i 
accelerating. 

That,  in  fact,  is  exactly  what  Doyl 
thinks  has  happened  over  the  past  yea 
or  so.  He  cites  a  recent  canvass  by  th 
British  Chamber  of  Commerce  tha 
shows  strong  hiring  activity  among  sma' 
companies  with  under  200  employee 
If  Doyle  is  right,  recent  tax  and  interes 
rate  hikes  are  more  likely  to  slow  tha 
to  derail  Britain's  consumer  recovery. 
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The  Pontiac'  Bonneville 
SSEi  is  engineered  for 
enthusiastic  performance. 
Inspired  and  technologically 
advanced,  it  is  a  car  uniquely 
fitted  to  the  driver. 
_______ _____   SSEi's  design 

bridges  the 
Atlantic, 
incorporating 
the  best  from 
both  Europe 
and  America. 


225-horsepower 


barged  V6 


to  its 
sumptuous  available 

,  SSEi  rewards 
you  with  a  feeling  of 
sophisticated  power.  And 
exciting  refinement. 

More  horsepower  than  a 
BMW  525i  and  more  torque 
than  the  Lexus  LS  400.* 
and  are  stan- 

dard. Bonneville*  grips  the 
road  with  available 

adjustable 
suspension  system.  You 
could  spend  thousands 
more  on  a  driving  sedan  of 
this  caliber.  But  why? 

Call  1  800  2PONTIAC 
for  complete  information. 


fP  O  N  T  I  A  C 
BONNEVILLE 

I  WE  ARE  DRIVING  EXCITEMENT 
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PONTIAC  CARES  with  a 
3-year/36, 000-mile  no-deductible 
bumper-to-bumper  limited  warranty, 
plus  free  24-hour  Roadside  Assistance 

and  Courtesy  Transportation. 
See  your  dealer  for  details.  *Based  on  MSRP  of 
comparably  equipped  1994  BMW  525i  and 
Lexus  LS  400  models 


Our  Business  1 


Ielping¥)urs 
loney  Carit 


Up  the  road  ahead,  there  are  some  challenging  opportu- 
nities for  your  business.  And  money  alone  can  only  take  you 
so  far.  When  you  need  help  beyond  creative  financing,  we 
can  make  sure  you  re  headed  in  the  right  direction.  After 
all,  we  get  involved  in  areas  most  financial  service  compa- 
nies wouldn  H  dream  of  to  provide  real  value.  Like  helping 
a  major  shipping  company  establish  a  distribution  network 
to  ensure  adequate  spare  parts  availability.  Or  helping  a 
leading  mortgage  company  make  housing  more  affordable 
for  low-income  families  and  dramatically  increasing  its 
affordable  lending. 

At  GE  Capital,  we're  24  diversified  businesses.  And 
each  one  is  dedicated  to  developing  and  delivering  products 
and  services  that  help  make  your  dollar  worth  more  than  a 
dollar.  If  you're  looking  for  some  smart  business  help,  call 
1-800-243-2222.  And  let  us  give  you  a  few  of  the  things 
money  cant  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING 
COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING  •  COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP 
EMPLOYERS  REINSURANCE  ■  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •  GNA  •  KIDDER.  PEABODY 
MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES 
RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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SECURE  YOUR  PRESENC 

IN  LATIN  AMERICA 


Presented  by: 

The  Association  of 
American  Chambers 
of  Commerce  in 
Latin  America(aaccla) 
and  Business  Week 

Speakers  include: 

The  Honorable 
Eduardo  Aninat 
Chilean  Minister  of  Finance 


Corporate  sponsors: 

BellSouth 

Lotus  Development 
Corporation 


Executive 
programs 


A 

AACCLA 


The  Business  Future  of  the  Americas 

Strategies  for  an  Integrating  Hemisphere 

Date:  November  12-15,  1994 

Place:  The  Hyatt  Regency,  Santiago,  Chile 


The  doors  are  open  in 
Latin  America. 

Business  leaders  with  an  eye  toward  this 
fertile  ground  must  hurdle  cultural 
barriers,  navigate  sub-regional  trade 
relationships,  and  develop  strong  contacts. 

Leading  the  way,  Business  Week  and 
The  Association  or  American  Chambers 
of  Commerce  in  Latin  America  proudly 
present  a  strategic  symposium  for  country 
managers  and  senior-level  executives,  The 
Business  Future  of  the  Americas:  Strategies 
for  an  Integrating  Hemisphere. 

For  corporations,  sponsorship  of  The 
Business  Future  of  the  Americas  is  an  ideal 
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way  to  influence  an  audience  of  top 
executives  in  Latin  America  who  are 
seeking  new  business  relationships 
beyond  their  own  borders. 

Take  advantage  of  this  strategic  business 
opportunity.  A  limited  number  of  cor- 
porate sponsorships  are  still  available. 
For  sponsorship  information, 
please  call  William  H.  DeGraff, 
Director  of  Sales,  Strategic 
Programs.  212-512-6012. 

Business  Week  Executive  Programs. 
A  company  capability. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  FED  HOLDS  STEADY  FOR  NOW 
•BUT  BEWARE  THE  IDES  OF  NOVEMBER 


W  THE  BUSINESS 
I0MISTS  SEE  1995 

1994  1995 


sop- 


3.6%  2.6% 
2.7  3.3 


PLOYMENT*  6.2  5.9 


5.28 


7.75 


| he  nation's  business  economists,  gathered  in  Wash- 
ington for  their  annual  confab  on  Sept.  25-28,  had  a 
message  for  the  Federal  Reserve:  We  like  your 
est-rate  hikes  this  year,  but  now  it's  time  to  cool  it. 
ble  is,  the  economists  don't  expect  the  Fed  to  listen. 
ie  National  Association  of  Business  Economists'  policy 
ey  of  158  members  showed  that  a  67%  majority  felt 
ortable  with  monetary  policy  prior  to  September, 
's  a  ringing  endorsement  of  the  central  bank's  1% 
5ntage-point  boost  in  short-term  interest  rates  since 
4.  However,  even  though  72%  expect  a  more  re- 
:ive  policy,  a  hefty  54%  think  that  the  Fed  should  re- 
from  further  tightening. 

For  now,  the  Fed  is  taking  the 
economists'  advice.  A  few  short 
blocks  from  the  nabe  meeting, 
the  central  bank's  policy  commit- 
tee was  huddled  around  the  big 
oval  table  in  the  boardroom  of 
the  Marriner  Eccles  Building,  de- 
ciding that  interest  rates  should 
stay  put.  So  the  next  chance  for 
the  year's  sixth  rate  hike  is  now 
at  the  Fed's  Nov.  15  meeting, 
unless  serious  inflation  worries 
up  in  the  meantime. 

though  the  Fed's  inaction  signaled  its  current  satisfac- 
with  the  economy's  pace,  it  is  very  likely  that  the  cen- 
bank  did  adopt  a  policy  bias  toward  tightening  on 
.  27.  That's  a  formal  decision  that  notes  the  Fed's  con- 
about  inflation  but  says  that  immediate  action  is 
varranted.  The  agreement  gives  Fed  Chairman  Alan 
nspan  the  discretion  to  tighten  at  any  time  before  the 
3mber  meeting. 

tEENSPAN  If  so,  the  employment  report  on  Oct.  7  be- 
lli KEEP  comes  a  key  indicator  to  watch  for  signs 
I  EYE  ON  of  an  overly  robust,  and  thus  inflation- 
IE  DATA  prone,  economy.  Another  important  time 
be  Oct.  13-14,  when  a  bevy  of  crucial  indicators  for 
ember  hits  the  news  wires,  including  producer  and 
umer  prices,  retail  sales,  and  industrial  production, 
ever,  with  the  economy  apparently  slowing  down, 
lata  may  not  justify  a  hike. 

ie  economists'  cautious  attitude  toward  more  rate  in- 
ses  is  reflected  in  the  NABE's  1995  forecast,  which 
icts  slower  growth  with  little  rise  in  inflation  (ta- 
The  economists  believe  that  the  third  quarter  will 
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mark  an  important  transition  from  the  heady  pace  of 
growth  since  last  summer  that  began  to  fuel  inflation 
fears.  They  expect  real  gross  domestic  product  to  grow  by 
3.6%  in  1994  and  then  slow  to  a  modest  2.6%  pace  in 
1995.  That's  close  to  the  economy's  noninflationary  long- 
term  trend. 

In  fact,  the  economists  think  growth  is  already  tapering 
off.  They  expect  third-quarter  expansion  in  real  GDP  to  fall 
to  2.3%,  from  3.8%  in  the  second  quarter.  And  there  is  a 
good  chance  that  the  pace  could  slip  below  2%,  which 
would  spark  fears  that  the  Fed's  inflation-fighting  zeal 
may  be  harming  the  economy. 

If  so,  the  Fed  also  would  be  hard-pressed  to  justify 
another  rate  hike  even  at  its  November  policy  session,  es- 
pecially since  the  central  bank  will  be  meeting  only  three 
weeks  after  the  release  of  the  third-quarter  GDP  report. 

The  economists  think  the  trig- 
ger for  the  next  Fed  move  will 
be  rising  inflation,  as  measured 
by  the  consumer  price  index. 
Their  forecast  calls  for  2.7%  infla- 
tion this  year  and  3.3%  in  1995. 
The  nabe  believes  it  is  worth 
emphasizing,  however,  that  in- 
flation probably  has  bottomed 
out  for  this  business  cycle,  and 
that  the  greater  risk  is  that  infla- 
tion will  be  higher  than  expect- 
ed, rather  than  lower. 

The  bright  spot  in  the  inflation  outlook  is  labor  costs. 
The  forecasters  look  for  the  unemployment  rate  to  aver- 
age 6.2%  in  1994  and  5.9%  in  1995,  about  the  rate  they  be- 
lieve to  be  consistent  with  stable  inflation.  And  because  of 
the  moderate  pace  of  wages  and  benefits,  combined  with 
productivity  gains,  the  forecasters  expect  unit  labor  costs 
to  grow  only  1.4%  in  1994,  picking  up  to  a  still  modest 
2.5%  in  1995. 

I  SLOWER  The  NABE  expects  the  slowdown  in  eco- 
I  GROWTH  IN   nomic  growth  to  be  broad,  led  by  the  sec- 

I  MOST  tors  most  sensitive  to  higher  interest 

SECTORS  rates.  In  1995,  the  pace  of  consumer 
spending  will  cool  down  about  in  line  with  overall  GDP. 
Housing  will  drop  off  sharply.  Business  investment  will 
slow  from  its  brawny  1994  pace  but  continue  to  power  the 
expansion.  And  while  exports  will  pick  up,  the  trade  def- 
icit will  remain  a  slight  drag,  because  of  rising  imports. 
Already,  consumers  show  signs  that  they  are  tiring— and 


JAN. '93 
▲  INDEX:  1985=100 

DATA  CONFERENCE  80ARD 


SEPT.  '94 


BUSINESS  WEEK/OCTOBER  10,  1994  35 


3usiness  Outloo 


perhaps  losing  faith  in  the  economy  (chart).  The  Confer- 
ence Board's  index  of  consumer  confidence  declined  for  the 
third  consecutive  month  in  September,  falling  two  points, 
to  88.4.  Respondents  were  markedly  less  positive  about 
prevailing  conditions  and  slightly  less  optimistic  about 
the  months  ahead. 

Although  confidence  remains  at  a  level  that  historically 
has  been  associated  with  a  "reasonably  lively  economy," 
the  Conference  Board  also  said  that  plans  to  buy  homes, 
new  cars,  and  appliances  all  fell  in  September,  with  car- 
buying  intentions  down  for  the  second  consecutive  month. 

With  higher  interest  rates  al- 
ready hitting  housing  demand, 
the  NABE  expects  little  contribu- 
tion from  housing  next  year.  Au- 
gust sales  of  existing  homes  fell 
1.8%,  to  an  annual  rate  of  3.9 
million  (chart l.  Except  for  a 
weather-depressed  February 
reading,  that  was  the  lowest  lev- 
el of  the  year  and  far  below  the 
recent  peak  hit  in  December  of 
last  year.  For  1995,  the  forecast- 


HIGHER  RATES 
HAMMER  HOMES 


JAN. '93  AUG  '94 

▲  MILUONS 

DATA.  NAnONAl  ASSOCIATION  OF  REALTORS 


ers  see  residential  investment  growing  a  meager  1.2%, 
down  from  a  9.5%  advance  this  year. 

The  National  Association  of  Realtors  says  that  higher 
mortgage  rates  and  home  prices  have  reduced  housing  af- 
fordability  back  to  where  it  was  two  years  ago.  The  rate 
rise  during  the  past  year  increases  the  monthly  payment 
on  a  30-year,  $150,000  mortgage  by  about  S180,  enough  to 
shut  some  buyers  out  of  the  market. 

RISING  The  NABE  predicts  that  the  nation's  manu- 
0PP0SITI0N  facturing  sector  will  post  especially  solid 
TO  MORE  gains  over  the  next  two  years,  with  indus- 
RATE  HIKES  trja]  output  expected  to  rise  5.3%  this 
year  and  3.5%  in  1995.  Both  gains  are  well  above  those  for 
the  economy  as  a  whole.  Exports  and  business  investment 


in  equipment  will  lead  the  manufacturing-sector  streng 
Factory  orders  for  durable  goods  rebounded  by  6% 
August,  after  falling  4%  in  July  (chart).  Autos,  wh: 
had  accounted  for  more  than  half  of  the  July  drop,  contr 
uted  more  than  half  of  the  August  jump.  That  pattern 
fleeted  the  July  shutdowns  for  retooling.  The  pace  of 
ders  still  shows  signs  of  cooling  off,  though.  Bookings 
far  in  the  quarter  are  no  higher  than  their  second-quan 
average,  and  unfilled  orders  in  August  fell  for  the  seco 
consecutive  month. 

Naturally,  the  National  Association  of  Manufactun 
would  not  like  to  see  higher  interest  rates  impede  th 
progress  any  more  than  necessary.  A  NAM  survey  of  ] 
executives  revealed  massive  opposition  to  any  furth 
hikes  in  rates.  And  the  National  Retail  Federation  sent 
letter  to  Greenspan,  asking  the  Fed  to  take  it  easy 

Still,  the  NABE  economists  look 
for  short-term  rates  to  rise,  but 
not  by  a  lot.  They  expect  the 
rate  on  three-month  Treasury 
bills  to  increase  from  a  Septem- 
ber average  of  4.55%  to  5.28% 
by  next  December,  implying 
about  three-fourths  of  a  per- 
centage point  of  Fed  tightening. 
Long-term  rates  already  appear 
to  embody  expectations  of  an 
even  greater  increase  in  short 
rates,  so  the  forecasters  expect  the  rate  on  30-year  Trea 
ury  bonds  to  end  1995  at  7.75%,  a  shade  below  the  curre 
level. 

If  the  forecasters  are  right  about  economic  growth  ai 
inflation,  one  additional  half-point  rate  increase  by  tl 
Fed  in  the  coming  year  may  well  be  all  that's  needed.  Bi 
since  Greenspan  has  already  said  that  he  would  prefer  p( 
icy  to  err  on  the  side  of  restraint,  there's  a  good  chanc 
the  nabe,  a  raft  of  executives,  as  well  as  the  Administr 
tion,  will  be  disappointed  with  future  monetary  policy. 
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NAPM  SURVEY 


Monday,  Oct.  3,  10  cum 
The  National  Association  of  Purchasing 
Management's  September  index  of  in- 
dustrial activity  is  expected  to  have  ris- 
en to  56.5%,  says  the  median  forecast  of 
economists  surveyed  by  MMS  Interna- 
tional, a  unit  of  McGraw-Hill  Inc.  The 
August  index  was  56.2%. 

CONSTRUCTION  SPENDING  

Monday,  Oct.  3,  10  am. 
August  construction  outlays  probably 
increased  by  0.3%,  according  to  the  fore- 
casters, following  a  0.6%  gain  in  July. 
Residential  outlays  are  weakening  in  re- 
sponse to  higher  interest  rates. 


LEADING  INDICATORS 


Tuesday,  Oct.  4,  8:30  a.m. 
The  composite  index  of  11  leading  indica- 
tors likely  rose  0.5%  in  August.  The 
July  index  was  flat. 


VEHICLE  SALES 


Tuesday,  Oct.  -4 

Sales  of  U.  S.-made  vehicles  probably 
totaled  12.7  million  units,  at  an  annual 
rate— 7.2  million  for  cars,  5.5  million  for 
trucks.  August  sales  were  12.9  million. 


FACTORY  INVENTORIES 


Wednesday,  Oct.  5,  10  cum 
Manufacturers'  August  inventories  like- 
ly rose  0.2%  after  July's  0.9%  increase. 


EMPLOYMENT 


Friday,  Oct.  7,  8:30  a.m. 
September  payrolls  are  expected  to  ha\ 
risen  by  248,000  after  August's  179,0C 
gain,  while  the  forecasters  look  for  th 
unemployment  rate  to  hold  steady 
6.1%.  The  MMS  survey  also  foresees 
0.3%  gain  in  hourly  earnings  and 
20,000  increase  in  manufacturing  jobs 

INSTALLMENT  CREDIT 


Friday,  Oct.  7,  4  p.m. 
The  volume  of  consumers'  outstandin 
installment  debt  probably  rose  $8  bi 
lion  in  August  following  a  S5.6  billio 
increase  in  July,  although  that's  still  bt 
low  spring's  double-digit  pace. 
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At  Schwab,  You  Get  The 
No-Load  Mutual  Funds  You  Wvnt, 


Charles  Schwab 


ChariesScfaw^__,  Statement 


INVESCO 
Twentieth  Century 
Janus  Funds 
Neuberger  &  Berman 
Strong 


12,67355 
12^26.16 
14.53730 
14,465.15 


The  Information  You  Need 


mmm  \ 


Charles  Schwab 

Mutual  Funds 
Performance 

Guide 


And  The  Convenience  Of 
A  Single  Statement. 


Schwabs  Mutual  Fund  OneSource"  service 
just  may  be  the  best  thing  that's  ever  happened 
for  mutual  fund  investors.  Now,  with  just  one 
phone  call,  you  can  choose  from  over  250  well- 
known  mutual  funds  and  pay  no  loads  and  no 
transaction  fees. 

Whats  more,  no  matter  how  many  funds  you 
own,  you  can  hold  them  all  in  one  account  and 
receive  one  easy-to-understand  statement. 

And,  to  help  you  select,  compare  and  track 
your  investments,  Schwab  offers  objective  infor- 


mation like  the  Mutual  Funds  PcrjormaiKf 
Guide®,  Mutual  Fund  Select  List"" and 
Morningstar  Reports. 

Now  that  you  know  about  our  Mutual  Fund 
OneSource  service,  there's  no  reason  to  go  any- 
where else  but  Schwab.  For  more  information, 
stop  by  one  of  our  200  local  offices  or  call  us 

today  at  1-800-2  NO-LOAD  ext.  35B. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


We  will  provide  you  with  a  free  prospectus  containing  more  complete  information  including  charges  and  expenses  for  any  fund  available  through  Schwab.  Please 
review  the  prospectus  carefully  before  investing  Some  funds  from  Berger  and  Kaufmann  are  also  available  without  transaction  fees,  but  are  not  no-load  funds 
Mutual  funds  have  management  fees.  Schwab  reserves  the  nght  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any 
funds.  NTF  shares  purchased  may  always  be  sold  without  transaction  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's 
normal  transaction  fee  to  sell  it  as  well.  If  you  make  5  or  more  short-term  redemptions  of  NTF  funds  (shares  held  6  months  or  less)  in  a  calendar  year, 
you  will  be  charged  fees  on  all  of  your  future  mutual  fund  trades  Charles  Schwab  &r  Co,  Inc.  Member  S1PC/NYSE. 
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LEADERSHIP  AND  CHARACTER  ISSUES 
OUTWEIGH  GAINS  ON  TRADE  AND  JOB! 


Business  Week/Harris  Executive  Poll 


v.- 


America's  business  leaders  have  very  little  good  to  say  about 
Bill  Clinton  in  a  new  BUSINESS  WEEK  poll.  Even  though 
the  President  cut  the  budget  deficit  and  promoted  U.S.  exports, 
92%  give  him  weak  marks  for  leadership.  An  overwhelming  ma- 
jority criticize  Clinton's  trade  policy,  his  economic  performance- 
even  his  economic  advisers.  And  82%,  up  from  45%  after  the 
1992  election,  view  the  Clinton-Gore  team  not  as  a  new  breed 
of  Democrat,  but  as  "tax  and  spend"  liberals  in  disguise.  Only 

THE  BIG  PICTURE 

■  How  do  you  rate  President  Clinton's  handling  of  the  economy- 
excellent,  pretty  good,  only  fair,  or  poor? 

Excellent  1%    Only  fair  57%     Don't  know/ 

Pretty  good  14%    Poor  28%     not  sure  0% 

THE  SPECIFICS 

■  How  would  you  rate  the  Clinton  Administration  on  each  of  the 
following— excellent,  pretty  good,  only  fair,  or  poor? 

Excellent    Pretty   Only    Poor  Not 
good     fair  sure 

Providing  strong  leadership  0%  ...  8%  .  32%  .  60%.  .  .  0% 

Reforming,  the  health-care  system  .  1%  . .  .  8%  .  18%  .  72%. .  .  1% 

Cutting  the  deficit  and 

government  spending  3%  . .  10%  .  40%  .  46%.  .  .  1% 

Ensuring  economic  growth  1%  . .  16%    56%  .  26%.  .1% 

Creating  jobs  2%  .  .  20%  .  51%  .  25%.  .  .  2% 

Fighting  crime  2%  . .  24%  .  44%  30%.  .  .  1% 

Assuring  fair  trade   7%  .  .  47%  .  35%  .  10%.  .  .  1% 


the  Federal  Reserve  wins  decent  grades,  with  48%  of  the  execu 
fives  supporting  the  central  bank's  efforts  to  strike  a  balance  be- 
tween reining  in  inflation  and  spurring  economic  growth. 

Senate  Minority  Leader  Bob  Dole  can't  take  much  comfort 
from  the  findings.  Clinton's  main  GOP  antagonist  ranks  a  weak 
fourth  among  the  executives'  picks  for  a  1996  Republican 
Presidential  challenger,  while  former  Defense  Secretary  Dick 
Cheney  came  in  first. 


GETTING  TOUGH  WITH  JAPAN 

■  President  Clinton  promised  to  press 
Japan  to  ease  trade  and  investment 
barriers  that  impose  unfair  obstacles 
to  American  companies.  How  do  you 
rate  his  performance  to  date— excellent, 
pretty  good,  only  fair,  or  poor? 


Excellent  1% 

Pretty  good  21% 

Only  fair  52% 

Poor  24% 

Don't  know/ 
not  sure  2% 


BIG  SPENDERS? 

■  Which  of  the  following  statements  is  closest  to  your  view  of  the 
Clinton-Gore  Administration? 

9/94  11/92 

They  are  a  new  breed  of  Democrats  more  attuned 
to  economic  growth  and  the  concerns  of  middle- 
class  Americans  15% 

They  are  posing  as  champions  of  growth  and  the 
middle  class  but  are  really  "tax  and  spend"  liberals 

in  disguise  82%  . .  45% 

Not  sure  3%  ...  2% 


53% 
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s  the  103rd  Congress  whimpers 
L  to  a  close  amid  the  familiar 
Wk  sounds  of  crashing  legislation  and 
ian  bombast,  a  grim  President  Clin- 
i  licking  the  wounds  he  suffered  at 
ands  of  increasingly  balky  lawmak- 
hit  if  Clinton  has  had  a  rough  year 
ipitol  Hill,  corporate  lobbyists  are 
vely  aglow  over  the  legislation  they 
iassed— or,  in  the  case  of  health- 
reform— managed  to  kill, 
erein  lies  a  key  irony  of  the  Clinton 
dency:  Despite  his  best  efforts  to 
,hem,  Corporate  America's  top  ex- 
res  have  nothing  good  to  say  about 
dent  Clinton.  A  BUSINESS 
/Harris  Poll  of  400  senior  execu- 
conducted  from  Sept.  19  to  Sept. 
ids  that  85%  of  them  disapprove  of 
'resident's  handling  of  the  econo- 
"hey  give  the  Administration  espe- 
poor  marks  on  creating  jobs,  rein- 
in  government  spending,  and 
oting  economic  growth.  In  general, 
■ican  executives  simply  don't  have 
in  the  President's  ability  to  lead, 
the  heart  of  big  business'  visceral 
in  for  Clinton  is  the  health-care  de- 


bacle. That  legislative  defeat  left  many 
CEOs  convinced  that,  beneath  the  Presi- 
dent's New  Democratic  trappings,  there 
still  lurks  the  heartbeat  of  a  traditional 
liberal.  "From  time  to  time,  like  with 
NAFTA,  Clinton  does  things 
that  no  Old  Democrat  would 
do,"  says  Edgar  S.  Woolard 
Jr.,  chairman  and  CEO  of 
DuPont  Co.  "For  most  of  us, 
it  doesn't  happen  frequently 
enough.  There's  still  a  pro- 
pensity to  look  for  a  big- 
government  solution." 

Corporate  America's 
downbeat  assessment  of 
Clinton  comes  after  two 
years  of  impressive  gains 
for  business  in  Washington. 
Case  in  point:  the  budget. 
Last  year,  the  President 
spurned  liberal  advisers' 
pleas  for  costly  social  spend- 
ing and  made  deficit  reduction  his  top 
goal.  His  plan  helped  drive  down  long- 
term  interest  rates,  fueling  the  expan- 
sion. Says  Salomon  Inc.  CEO  Robert  E. 
Denham:  "Clinton  dealt  responsibly  with 


Much  of 

business' 
antagonism 
stems  from 
Clinton's  health 
plan,  which 
execs  saw  as  an 
expensive 
government 
intrusion 


the  budget."  Not  according  to  most  of 
his  colleagues:  Some  82%  of  those  polled 
said  Clinton  had  done  only  a  fair  or  a 
poor  job  of  ensuring  economic  growth. 
Clinton's  record  on  trade  expansion 
has  been  equally  bold. 
First,  he  risked  civil  war 
within  his  own  party  to 
seal  nafta.  This  year,  he's 
fighting  hard  for  a  new 
General  Agreement  on  Tar- 
iffs &  Trade.  And  Clinton 
extended  China's  most-fa- 
vored nation  trade  status 
and  paved  the  way  for 
U.  S.  investment  in  a  boom- 
ing Vietnam.  The  Admin- 
istration's trade  push,  says 
Texas  Instruments  CEO  Jer- 
ry R.  Junkins,  "will  mean 
more  exports,  more  jobs, 
and  a  stronger  economy." 
For  his  efforts,  Clinton 
gets  some  grudging  credit  from  Corpo- 
rate America.  Slightly  more  than  half 
of  those  polled  thought  he  had  done  well 
at  achieving  fair  trade— though  his 
marks  on  dealing  with  Japan  are  decid- 


ALTH  CARE'S  PULSE 

■"resident  Clinton's  campaign  to  provide  guaranteed,  universal 

□Ith  coverage  for  all  Americans  has  run  into  trouble  on  Capitol 

I.  Do  you  aqree  or  disaqree  that:  .        _.  ..  . 

'        a  3  Agree  Disagree  Not 

/  i  sure 

nton  s  proposal  gave  government  too 

3  a  role  in  running  health  care  94%  . . .  5%  . .  1% 

i  better  to  put  off  health  reform  for  this  year  89%  . .  10%  . .  1% 
>spite  flaws  in  the  current  plans,  health  reform 

3  good  idea  and  needs  to  be  pushed  69%  . .  28%  . .  3% 

e  market  is  already  cutting  costs  and  improving 

ality  so  well  that  federal  reform  isn't  needed  56%  .  .  39%  .  .  5% 

bbyists  and  special  interests  killed 

>rthwhile  reform  28%  .  .  69%  . .  3% 

TIMISTIC  VOICES 

Overall,  how  would  you  characterize  your  outlook  for  the  U.S. 
onomy  in  the  next  1 2  months— would  you  say  you  are  very  opti- 
stic,  somewhat  optimistic,  somewhat  pessimistic,  or  very  pessimistic? 

ry  optimistic  4%  Somewhat  Very  pessimistic  .0% 

•mewhat  optimistic  .  .  77%  pessimistic  . .  19%  Not  sure  0% 

ITING  THE  ECONOMISTS 

How  do  you  rate  President  Clinton's  team  of  economic  advisers— 
;asury  Secretary  Lloyd  Bentsen,  National  Economic  Council  Direc- 
Robert  Rubin,  Council  of  Economic  Advisers  Chair  Laura  Tyson, 
jmmerce  Secretary  Ron  Brown,  Labor  Secretary  Robert  Reich,  Bud- 
t  Director  Alice  Rivlin— excellent,  pretty  good,  only  fair,  or  poor? 

cellent  2%   Only  fair  52%   Don't  know/ 

stty  good  .  .  .  20%    Poor  26%    not  sure  0% 

DOLING  AT  THE  FED 

President  Clinton  has  named  two  new  members  to  the  Federal 
iserve  Board.  Both  appointees  believe  that  the  Fed  should  do 


more  to  spur  economic  growth  and  should  not  be  overly  restrictive 
when  it  comes  to  fighting  inflation.  Given  the  state  of  the  economy, 
which  one  of  the  following  statements  do  you  most  agree  with? 
Inflation  is  a  real  threat  and  the  Fed  is  wise  to  have 

moved  early  and  aggressively  to  raise  interest  rates  14% 

Inflation  is  not  that  much  of  a  threat  and  the  Fed  should  be  more 
concerned  about  keeping  the  economic  expansion  going  ....  38% 

The  Fed  has  got  the  balance  about  right  48% 

Not  sure  0% 

A  ONE-TERMER? 

■  If  you  had  to  make  a  choice  today,  would  you  support  President 
Clinton  for  reelection,  or  not? 

Yes  9%    No  87%    Not  sure  4% 

BOB  AND  COLIN  AHD  DICK  AND  ROSS 

■  Which  one  of  the  following  would  you  vote  for  if  the  election 
were  held  today? 

Former  Defense  Secretary  Dick  Cheney  27% 

Former  Chairman,  Joint  Chiefs  of  Staff  Colin  Powell  19% 

Former  Housing  &  Urban  Development  Secretary  Jack  Kemp. .  19% 

Senate  Minority  Leader  Bob  Dole  13% 

Texas  Senator  Phil  Gramm  7% 

Former  Tennessee  Governor  Lamar  Alexander  3% 

California  Governor  Pete  Wilson  2% 

Former  Vice-President  Dan  Quayle  2% 

Independent  Ross  Perot  0% 

None  of  these  5% 

Not  sure  3% 

Edited  by  Micheie  Galen  &  Mark  N.  Vamos 

Survey  of  400  senior  executives  drawn  from  the  BUSINESS 
WEEK  1000.  Interviews  were  conducted  Sept.  19-26,  1994  for 
BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc. 
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edly  lower.  Clinton's  trade  efforts 
haven't  won  him  much  support  from 
partisan  legislators,  though.  By  embrac- 
ing GATT  and  NAFTA,  the  President  es- 
sentially adopted  Republican  policies. 
Yet  earlier  this  year,  Hill  Republicans 
threatened  to  sink  GATT  unless  the 
White  House  made  key  concessions.  GOP 
obstructionism  became  so  intense  that  a 
delegation  of  Business  Roundtable  lead- 
ers had  to  urge  Senate  Minority  Leader 
Bob  Dole  (R-Kan.)  to  knock  off  the 


as  hard  as  anybody  has  ever  worked 
on  selling  American  business,"  says  John 
F.  Welch  Jr.,  chairman  and  CEO  of  Gen- 
eral Electric  Co.  Boeing  ceo  Frank  A. 
Shrontz  agrees.  The  Clintonites  are 
much  more  willing  to  advance  U.  S.  com- 
mercial interests  abroad,  he  says: 
"They're  not  free-market  ideologues." 

Corporate  America  did  fine  riding  in 
tandem  with  Clinton.  But  it  did  equally 
well  when  they  diverged.  Take  the  Ad- 
ministration's drive  for  a  new  national 


WASHINGTON'S  BUSINESS  AGENDA 

TRADE  Clinton's  support  helped  win  congressional  passage  for  NAFTA,  and  likely 
passage  for  GATT  in  the  face  of  spirited  opposition. 

EXPORT  PROMOTION  Among  other  efforts,  Commerce  Secretary  Ron  Brown  an- 
nounced $6  billion  in  export  deals  during  his  recent  China  mission,  and  helped  seal 
a  $4  billion  deal  for  AT&T  in  Saudi  Arabia. 

BANKING  Though  banks  are  under  Administration  pressure  to  step  up  lending  to 
minorities,  financial  institutions  hit  a  home  run  with  passage  of  the  interstate  bank- 
ing bill.  And  Clinton's  community  development  banking  initiative  gave  the  industry 
relief  from  federal  red  tape. 

TELECOMMUNICATIONS  A  bipartisan  compromise  designed  to  overhaul  telecom 
regulations  died  after  eleventh-hour  lobbying  from  regional  phone  companies,  who 
said  it  was  tilted  toward  long-distance  competitors. 

HEALTH  Health  reform  was  buried  under  an  avalanche  of  business  complaints  that 
it  was  too  bureaucratic  and  too  expensive. 


games  and  support  the  pact.  He  did. 

Clinton's  belief  in  industrial  policy- 
nurtured  during  his  days  as  Arkansas' 
governor— turned  him  into  American 
business'  top  salesman.  Commerce  Secre- 
tary Ronald  H.  Brown  has  become  a 
roving  pitchman  for  U.  S.  exports,  and 
the  Administration  nailed  down  lucra- 
tive foreign  contracts  for  U.  S.  multina- 
tionals hawking  airliners,  telecommunica- 
tions gear,  oil-drilling  equipment,  and 
auto  parts.  Brown  &  Co.  are  "working 


health  system,  to  be  partly  funded  by 
mandates  on  employers.  Although  CEOs 
of  old-line  manufacturing  industries  in- 
itially backed  reform,  strong  business 
opposition  to  the  plan's  rigid  bureau- 
cratic structure  helped  defeat  the  Pres- 
ident's top  domestic  initiative. 

Despite  Clinton's  endorsement,  busi- 
ness easily  turned  back  an  AFL-CIO  bill 
that  would  have  barred  the  hiring  of 
permanent  replacements  for  striking 
workers.  Indeed,  most  of  labor's  legisla- 


t  f 

hr 


tive  agenda,  from  hiking  the  minimi 
wage  to  beefing  up  the  Occupatior 
Safety  &  Health  Administration,  we 
nowhere  on  the  Hill. 

Business  would  have  fared  even  b 
ter  had  some  of  its  pet  issues  not  gott 
caught  in  a  partisan  crossfire,  m 
scorched-earth  tactics  could  sink  bu 
ness-backed  legislation  to  revamp 
Superfund  toxic-waste  cleanup  progr; 
"There's  no  ideological  reason  to  h 
this  up,"  says  the  American  Insuran 
Assn.'s  Michael  McGavick.  "The  on 
gain  is  popping  Clinton  in  the  no 
again." 

CHANGES  AHEAD.  These  injuries  fro 
friendly  fire  aside,  Corporate  Ameri  b 
has  won  the  best  of  both  worlds  1  (1 
shrewdly  playing  on  divisions  within  H 
Democrats.  On  trade  issues,  busine 
teamed  up  with  Clinton  and  his  partj 
free-trade  minority  to  defeat  protectio  :. 
ists.  Then,  on  health  reform,  a  bloc 
Democratic  centrists  joined  forces  wi 
Republicans  to  defeat  the  Administr  - 
tion.  Business  lobbyists  came  to  reali; 
that  in  today's  Congress,  the  balance  |« 
power  is  held  by  younger,  pro-busine: 
Democrats.  "These  newly  elected  Dem 
crats  don't  have  30  years  of  New  De  L 
and  Great  Society  in  them,"  says  Sen  a\\ 
tor  Bob  Packwood  (R-Ore.l.  "They  ai  j 
more  familiar  with  business  and  moi . 
concerned  about  regulation." 

The  influence  of  probusiness  centris  ; 
will  grow  next  year,  since  the  midten 
elections  in  November  should  produc 
a  far  more  conservative  Congress.  1  \ 
the  President  wants  to  make  real  polk  . 
changes,  he'll  have  to  move  to  the  cei 
ter,"  predicts  Representative  Michael  1 1 
Andrews  (D-Tex.). 

Such  a  shift  could  improve  odds  fc  L 
legislation  that  would  grant  companit 
greater  power  to  challenge  governmer . 
regulations,  ease  the  burden  of  product-1 1 
ability  suits,  and  put  in  place  modes  [ 
health-insurance  reforms.  Never  one  t . 
stick  to  a  hopeless  position,  the  Pres  : 
dent  may  well  embrace  some  of  thes 
initiatives. 

Even  so,  he's  unlikely  to  get  muc  • 
credit.  House  Ways  &  Means  Committe . 
Chairman  Sam  M.  Gibbons  (D-Fla.)  chalk 
up  the  antipathy  more  to  business 
"upper-income  attachment  to  the  Reput . 
lican  party  than  anything  else."  But  i 
still  gets  under  the  President's  skin.  0. 
Sept.  25,  he  told  a  New  York  audienc 
that  "the  American  people,  with  this  sor  - 
of  partisan,  negative  pounding ...  do  no 
know  what  we've  done."  When  it  come 
to  the  sentiment  in  America's  board 
room>,  lie  may  have  a  point. 

By  Richard  S.  Dunham  with  Dcmgla  \ 
Harbrecht  and  Judith  H.  Dobrzynski  ii 
Washington,  and  bureau  reports 


o 
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lGEMENTI 


1  THE  PRESIDENT'S 
>MBIES 


ck  of  appointees,  drained  of  their  power,  are  still  hanging  around 


rou  see  them  wandering  stiffly  all 
over  Washington— political  lost 
souls  staggering  through  the 
nps  of  their  own  misfortune. 
r're  known  as  "zombies"  in  capital 
,nce,  and  Bill  Clinton  has  done  more 
veil  their  ranks  than  Dr.  John  the 
t  Tripper,  the  celebrated  voodoo 
sr. 

ho  are  these  unfortunates?  They're 
washouts  and  would-have-beens  of 
Clinton  Administration— folks  such 
arren  M.  Christopher.  This 
g,  the  White  House  leaked 
1  that  the  President 
dn't  mind  if  his  Secretary 
;ate  quit  next  year.  Ever 
!,  Christopher's  authority 
3bbed;  lately,  he  has  seen 
iiplomatic  missions  subcon- 
ed  out  to  former  President 
iy  Carter. 

>ED  pain.  Christopher  has 
of  company  in  limbo, 
ks  to  his  boss's  aversion 
•ing  underperforming  aides. 
Residents,  even  such  no- 
ense  types  as  Richard  M. 
n,  have  had  trouble  cut- 
loose  associates.  But  Bill 
are  your  pain"  Clinton  has 
■d  this  Presidential  dither- 
;o  an  art  form.  "There's  a 
istent  pattern,"  sighs  a 
on  adviser.  "He  pouts,  but 
5n't  tough  enough  to  fire 
ile.  So  they  end  up  as 
ing  zombies." 

^mocratic  National  Commit- 
'hairman  David  C.  Wilhelm 
id  the  ranks  of  the  undead 

summer,  when  Clinton 
ed  former  California  Representative 
'  Coelho  to  be  a  "senior  adviser"  to 
dnc.  In  effect,  the  move  put  Coelho, 
twestment  banker  with  Wertheim 
oeder  &  Co.,  in  charge  of  midterm 
ion  strategy.  That  left  Wilhelm  with 
acious  office,  a  swell  view  of  the 
hington  skyline— and  no  operational 
ority.  He  will  stay  on  through  the 
ion  cycle  and  then  is  expected  to  re- 

to  Chicago  Democratic  politics. 
Tiite  House  Political  Director  Joan 
laggett  met  a  similar  fate.  The  for- 
labor  lobbyist  got  poor  marks  from 
te  House  pols  and  was  expected  to 

her  job  as  part  of  Chief  of  Staff 
1  E.  Panetta's  recent  White  House 


reorganization.  She  now  plans  to  depart 
at  the  end  of  the  year.  For  months,  key 
political  decisions  have  been  made  by  a 
team  that  includes  Deputy  Chief  of  Staff 
Harold  C.  Ickes  and  Panetta  lieutenant 
Doug  Sosnik. 

Press  Secretary  Dee  Dee  Myers  has 
scarcely  fared  better.  Convinced  that 
the  33-year-old  former  campaign  aide 
lacked  the  stature  and  media  savvy  for 
the  job,  Panetta  has  been  trying  to  force 
Myers  into  a  subsidiary  role  since  the 


over  in  Foggy  Bottom,  spinmeister  Da- 
vid R.  Gergen— banished  from  the  White 
House  when  the  Clintons  tired  of  his 
conservative  advice— is  happy  working 
on  ways  to  turn  the  U.  S.  occupation  of 
Haiti  into  a  public-relations  bonanza. 
"Clinton  constantly  creates  these  disem- 
powered  nobles,"  says  Jeffrey  A.  Son- 
nenfeld,  an  Emory  University  manage- 
ment professor.  "They  have  fiefs,  but 
no  legitimacy." 

rootless  souls.  The  President's  belief 
in  redemption  is  legendary  and,  judg- 
ing by  his  own  career,  warranted.  But 
he  has  created  a  chorus  of  rootless  souls, 
and  he  may  well  pay  a  future  price  for 
his  lax  personnel  policies.  "In  the  short 
run,  Clinton  thinks  he's  being  a  good 
boss  by  helping  staffers  extend  their 
jobs,"  says  James  P.  Pfiffner,  a  George 
Mason  University  political  scientist.  "But 
in  the  long  run,  Presidents  have  got  to 


OUT 


GOING? 


President  Clinton's 
compassion— or 
indecision— has  limits. 
Defense  Secretary 
and  managerial 
bust  Les  Aspin  was 
ousted  last  year 


White  House  press 
aide  Dee  Dee  Myers 
got  a  raise  and  a 
new,  larger  office— 
but  she's  still 
expected  to  be  out  by 
the  end  of  the  year 


Secretary  of  State 
Warren  Christopher 
is  in  limbo,  his 
authority  ebbing  as 
freelancers  such 
as  Jimmy  Carter 
invade  his  turf 


summer.  When  she  balked,  Clinton 
agreed  to  a  typically  Byzantine  deal: 
Myers  will  be  promoted  to  Presidential 
assistant,  with  a  raise  and  larger  quar- 
ters. She  has  told  associates  that  she 
plans  to  exit  by  yearend;  in  the  mean- 
time, she's  in. 

Some  Clintonites  never  seem  to  de- 
camp, no  matter  what  their  travails. 
White  House  Communications  Director 
Mark  D.  Gearan,  recently  shifted  to  his 
third  assignment  as  head  of  a  nonexis- 
tent long-range  planning  unit,  seems 
content  with  his  ghostly  travels  through 
the  West  Wing.  Former  Chief  of  Staff 
Thomas  F.  "Mack"  McLarty  III  finds  his 
nonjob  of  business  liaison  satisfying.  And 


be  ruthless  in  making  tough  decisions." 

Of  course,  even  Clinton's  compassion 
has  its  limits.  He  engineered  last  year's 
ouster  of  Defense  Secretary  Les  Aspin, 
a  managerial  bust,  and  bid  adieu  to  Ar- 
kansas chum  Webster  L.  Hubbell  when 
legal  woes  made  Hubbell's  position  as 
Associate  Attorney  General  untenable. 
But  by  and  large,  Clinton  still  is  unwill- 
ing to  confront  wayward  staffers  and 
say:  "Your  time  is  up."  That  stern  dic- 
tum seems  to  have  had  the  desired  ef- 
fect on  the  Haitian  junta.  What  a  grow- 
ing number  of  Clinton-watchers  are 
wondering  is:  Why  doesn't  the  Presi- 
dent apply  it  a  little  closer  to  home? 

By  Lee  Walczak  in  Washington 
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STRIKE  AT  FLINT:  "TRYING  TO  BUILD  TOO  MUCH  PRODUCT  WITH  TOO  FEW  PEOPLE"? 


RUMBLE 

IN  BUICK  CITY 


Is  GM  running  too  lean — or  not  lean  enough? 


Linda  Cromwell  is  bone-tired.  The 
40-year-old  welder  at  General  Mo- 
tors Corp.'s  giant  Buick  City  com- 
plex in  Flint,  Mich.,  has  been  working 
six  days  a  week  and  up  to  12  hours  a 
day,  trying  to  keep  up  with  demands 
for  transmission  parts.  "I  work  from  6  to 
6,  rush  dinner,  and  then  try  to  help  my 
sons  with  their  homework,"  sighs  the 
mother  of  three.  "It's  a  lot  of  stress." 

GM  has  loads  of  weary  workers  these 
days.  Surging  demand  for  its  cars  and 
trucks  has  collided  with  the  company's 
steady  downsizing  to  improve  its  produc- 
tivity. The  inevitable  result:  more  work 
with  far  fewer  workers  to  do  it.  On 
Sept.  27  the  situation  reached  the  break- 
ing point,  as  far  as  workers  are  con- 
cerned. Cromwell  and  11,500  of  her  fel- 
low United  Auto  Workers  at  the  Buick 
City  complex  walked  off  the  job,  declar- 
ing: no  more.  Workers  at  two  other  GM 


transmission  plants  are  threatening  sim- 
ilar walkouts. 

If  it  lasts,  the  Buick  City  strike  will 
quickly  paralyze  GM.  Already,  it  has  halt- 
ed car  assembly  there  and  idled  5,550 
workers  at  two  plants  in  Lansing,  Mich. 
But  more  important,  it  stopped  Buick 
City's  production  of  engines  and  com- 
ponents for  transmissions  and  suspen- 
sions, which  could  cripple  GM  in  days. 
One  key  part,  a  torque  converter,  goes 
into  85%  of  GM's  automatic  transmis- 
sions. Without  it,  28  of  GM's  29  North 
American  assembly  plants  could  shut 
down  within  a  week,  analysts  say. 
TEMP  TABOO.  Given  such  numbers,  many 
observers  think  GM  may  have  to  back 
down  soon.  A  short  walkout  likely 
wouldn't  prevent  its  North  American 
operations  from  ending  the  year  in  the 
black.  But  net  losses  could  reach  about 
$150  million  a  day  during  a  shutdown, 


analysts  estimate,  and  that  would  ad  F< 
up  fast.  The  timing  also  couldn't  b«cP' 
worse  for  GM.  It  was  just  rebuilding  ir  H0 
ventories  after  brisk  sales  and  length 
production  changeovers  for  new  moc  M>s 
els  cut  into  supplies.  Such  key  ne\tmi 
models  as  the  Chevrolet  Lumina  an  it 111 
the  Oldsmobile  Aurora  are  already  i  P 
short  supply. 

Beyond  such  immediate  problems,  th  V- 
Buick  City  dispute  highlights  GM's  labc  ^ 
quandary.  The  company  could  hire  worl  f  I 
ers  to  meet  the  breakneck  pace  of  oiP 
ders  and  ease  worker  burnout.  Bu  jits 
when  efficiency  measures  kick  in  a  fe\  P 
years  from  now,  GM  probably  won't  nee  IP" 
the  new  personnel— particularly  whe  so  k 
the  next  industry  slump  hits.  And  th  prkfl 
union  objects  to  hiring  temps  to  fill  in.  >  ste 

The  result  is  a  standoff.  GM  hasn'ft 
hired  hourly  workers  since  1986,  an  ttioi 
senior  managers,  egged  on  by  Wa  irp- 
Street,  are  adamant  about  not  doing  s  A  s 
now.  "We  have  no  intention  of  goin;  rd  j 
back  to  the  way  things  used  to  be,"  G  4o 
Richard  Wagoner  Jr.,  GM's  president  cinli 
North  American  auto  operations,  saiis: 
in  a  recent  speech.  "That  was  a  going  jem 
out-of-business  strategy."  GM  still  ha 
4,200  laid-off  workers  on  its  payroll  w 
However,  even  relocation  incentives  o  oil  t 
up  to  $60,000  haven't  lured  them  intfes, 
moving  to  plants  that  need  help. 

The  union  argues  that  workers  ar  Is 
being  pushed  beyond  all  reasonable  lim 
its.  "GM  is  now  breaking  the  contrac  imp 
by  trying  to  build  too  much  produc 
with  too  few  people,"  says  Stephen  Yo 
kich,  head  of  the  UAW's  GM  Dept.  "That*  5fe 
wrong  and  it's  dumb.  Efficiency  an< 
overwork  are  not  the  same  thing 

Working  heavy  overtime  has  mani, 
rank-and-filers  riled  up.  "I  ache  ever;  \ 
night  when  I  go  home,"  says  assembl;ant 
worker  Elbert  Rush.  Buick  City  worker: 
say  they  have  to  run  to  keep  up  with 
cars  on  the  line.  "We've  surpassed  even 
standard  management  has  set,  and  it': 
not  enough  for  them,"  says  Katrimffi 
Bauer,  an  electrician  at  the  complex. 

Short  tempers  also  may  be  taking  ; 
toll.  At  a  GM  engine  plant  in  Livonia 
Mich.,  an  unknown  saboteur— nicknamec 
"Edward  Scissorhands"  by  factory  work  e 
ers— cut  power  to  the  plant,  briefly  stop 
 1. 
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WITH  ITS  PLANTS 
RUNNING  FULL-TILT... 


...GM  IS  STILL 
CUTTING  JOBS.. 


.BUT  PRODUCTIVITY 
CONTINUES  TO  LAG 


GM'S  CAR  AND  TRUCK  OUTPUT 
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production  on  Sept.  19.  And  Buick 
has  had  two  arson  fires  in  recent 
cs,  although  it's  not  clear  that  over- 
protests  were  the  motive, 
ring  temporary  workers  would  ease 
pressure.  GM  employed  some  7,000 
is  during  summer  vacation  season, 
nany  were  let  go  after  Labor  Day. 
union  wants  permanent  hires  to  re- 
j  them  and  to  offset  retirements, 
h  average  70  a  month  at  Buick  City 
i.  Now,  while  GM  is  making  money, 
e  time  to  insist,  the  union  figures. 
;  David  Yettaw,  president  of  the 
k  City  local:  "They  should  make 
ts,  hut  not  like  weasels  romping  in 
id  of  gold." 

ON  trimmin'.  Other  carmakers  are 
caught  in  a  crunch.  For  instance, 
;ers  at  Ford  Motor  Co.'s  Indianapo- 
teering-gear  plant  have  declined 
;  overtime,  forcing  Ford  to  cut  pro- 
ion.  But  neither  Ford  nor  Chrysler 
i.  is  boxed  in  the  way  GM  is.  They 

shrank  years  ago  and  can  now  af- 
to  add  new  workers— albeit  sparing- 

0  boost  production  of  hot  products, 
them,  retirements  will  pare  any  ex- 
from  blue-collar  rolls  by  the  time 
next  recession  hits,  analysts  say. 
rsler,  for  example,  is  adding  a  third 

at  its  Jefferson  North  plant  in  De- 
to  build  more  Jeep  Grand  Chero- 
,  which  are  in  short  supply.  The  av- 
e  age  of  workers  on  the  first  two 
s:  over  50. 

i's  top  brass  has  vowed  to  keep 
ming  its  workforce  to  match  rivals' 
uctivity  by  1996.  It  takes  Buick  City 
irkers  to  build  a  car,  compared  with 
or  Ford  to  build  a  Taurus,  according 
imes  Harbour,  a  manufacturing  cou- 
nt in  Troy,  Mich.  To  reach  such  lev- 
SM  needs  only  about  200,000  work- 
analysts  say— some  47,000  fewer 
today.  With  nearly  15,000  workers 
ing  annually,  GM  will  be  closing  in 
lat  goal  within  a  few  years, 
le  company  has  been  improving  as- 
bly-line  efficiency,  often  with  the 
's  help.  But  the  big  gains  come 

1  factories  change  over  to  new,  easi- 
)-build  models.  For  instance,  GM 
Is  the  new  Chevrolet  Blazer  with 
fewer  parts  and  in  just  two-thirds 
:ime  the  previous  model  required. 
Tiich  side  will  blink  first?  To  restore 
•  peace  and  ease  the  crunch,  GM  may 
i  to  agree  to  hire  several  thousand 
workers.  And  to  avoid  hiring  even 
5,  it  may  also  have  to  ease  its  pro- 
ion  pace  and  forgo  some  sales  while 
and  is  the  strongest.  Neither  solu- 
is  likely  to  please  shareholders.  But 
i  the  surly  mood  the  long  hours  have 
sndered  in  its  labor  force,  trying  to 
}  down  the  UAW  might  prove  costlier. 
y  Kathleen  Kerwin  in  Detroit,  with 
>y  Dafilstrom  in  Flint,  Mich. 


FLYING  LIGHTER:  AMERICAN  HAS  LAID  OFF  900  MANAGERS  BUT  BOOSTED  PRODUCTIVITY 


WHY  DOWNSIZING  LOOKS 
DIFFERENT  THESE  DAYS 


For  decades,  the  logic  seemed  un- 
shakable. In  good  times,  compa- 
nies hired.  In  bad  times,  they 
fired.  But  that  orderly  logic  has  given 
way  to  a  more  chaotic  reality:  Two  of 
every  three  U.  S.  companies  now  lay- 
ing off  employees  are  simultaneously 
hiring  people. 

Odd?  Not  according  to  an  Ameri- 
can Management  Assn.'s  study  on 
downsizing,  released  on  Sept.  27.  Rath- 
er than  lopping  off 
heads  to  cut  costs,  man- 
agers increasingly  are 
shrinking  their  compa- 
nies for  strategic  rea- 
sons. "They're  getting 
rid  of  everything  that 
fails  to  give  them  com- 
petitive advantage,  and 
they're  [expanding]  ar- 
eas that  add  value," 
says  Eric  Rolfe  Green- 
berg,  the  ama's  director 
of  management  studies. 

The  upshot:  Nearly 
one  in  four  companies 
reporting  job  cuts  in  the 
year  ending  June  30  had 
no  net  change  in  total 
headcounts.  And  the 
workforce  actually  rose 
at  13%  of  the  downsiz- 
ers,  says  the  study  of  713  U.  S.  corpo- 
rations. That's  one  reason  net  job  loss- 
es fell  to  5.2%,  from  8.4%  the  year 
before. 

But  if  Greenberg's  analysis  is  right, 
U.  S.  corporations  are  finally  begin- 
ning to  position  themselves  for  future 
growth.  American  Airlines,  for  in- 
stance, has  cut  its  workforce  by  near- 
ly 5,000  since  late  1992,  but  its  infor- 
mation services  unit  has  added  about 
2,200  in  the  same  period. 

Other  companies  also  are  shifting 
hiring  from  one  unit  to  another  to 
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keep  up  with  changes  in  their  busi- 
ness. AT&T,  for  example,  is  aggressive- 
ly hiring  abroad.  Ten  years  ago,  it  had 
only  five  dozen  employees  outside  the 
U.  S.;  today,  it  boasts  54,000,  including 
20,000  managers.  Yet,  it  has  shed  more 
than  72,000  employees  since  1984, 
mainly  in  the  U.  S.  "We've  been  es- 
sentially hiring  people  with  computer 
science  backgrounds  and  people  who 
can  help  us  enter  new  markets  here 
and  abroad,"  says  an 
AT&T  spokesman. 

The  ama  survey,  in- 
deed, indicates  that  re- 
structuring often  has  lit- 
tle to  do  with  econom- 
ic conditions.  Fewer 
than  half  of  the  down- 
sizing companies  attrib- 
uted cutbacks  to  busi- 
ness downturns,  vs. 
65.7%  a  year  earlier.  In- 
stead, more  companies 
cited  such  reasons  as 
"improved  staff  utiliza- 
tion" and  the  "transfer 
of  production  or  work."' 
Translation:  Companies 
are  learning  to  do  more 
with  less  by  reorganiz- 
ing work  more  efficient- 
ly. American  Airlines 
has  cut  management  personnel  by  900 
since  late  1992— and  boosted  manage- 
ment productivity  by  26%. 

That's  a  major  reason  why,  for  the 
first  time  in  the  ama  survey,  a  ma- 
jority of  downsizing  companies  also 
are  boosting  profits.  Some  50.6%  of 
the  companies  that  laid  off  employees 
from  1989  to  1994  had  increases  in  op- 
erating income.  The  old  saw  has 
changed:  Now,  in  good  times,  compa- 
nies will  fire.  In  bad  times,  they'll  fire 
even  more. 

By  John  A.  Byrne  in  New  York 
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Commentary/by  Judith  H.  Dobrzynski 

CALL  FOR  PHILIP  MORRIS:  DON'T  STONEWALL  THE  SHAREHOLDERS 


J 


Ask  participants  what  happened 
at  a  Sept.  21  meeting  between 
management  and  shareholders 
at  the  New  York  headquarters  of  Phil- 
ip Morris  Cos.,  and  you'll  hear  Corpo- 
rate America's  version  of  "He  said,  she 
said."  After  months  of  trying  to  see 
management  and  directors,  several  big 
shareholders  stormed  out  before  dis- 
cussion began  on  such  issues  as  why, 
with  tobacco  woes  dragging  down  the 
stock,  aren't  the  company's  huge  and 
healthy  food  operations  being  spun  off? 

The  disgruntled  shareholders,  main- 
ly public  pension  funds,  wanted  to  see 
outside  directors— their  representa- 
tives—in a  cross-table,  give-and-take 
session.  Instead,  Philip  Morris  offered 
presentations  by  Chairman  William 
Murray,  Chief  Executive  Officer  Geof- 
frey C.  Bible,  and  General  Counsel 
Murray  H.  Bring,  followed  by  a  ques- 
tion-and-answer  session  with  the  ex- 
ecutives and  three  "outside  directors." 
But  with  former  Chairman  Hamish 
Maxwell  and  longtime  PM 
outside  counsel  Robert 
E.  R.  Huntley  among 
the  outsiders,  only 
Richard  D.  Parsons, 
CEO  of  Dime  Savings 
Bank  of  New  York, 
was  truly  indepen- 
dent.  And  Murray 
told  shareholders 
that  after  45  minutes 
the  talks  would  contin- 
ue over  cocktails— hardly  the  setting 
for  a  serious  strategy  session. 

No  wonder  bickering  ensued.  "The 
fact  is,  they  did  not  have  the  people 
there  we  asked  for,"  charges  Sarah 
Teslik,  executive  director  of  the  Coun- 
cil of  Institutional  Investors. 
precious  TIME.  "We've  had  30  meetings 
with  various  investor  groups  and  the 
media  since  Murray  and  Bible  took 
over  [last  June]— they're  very  forth- 
coming," replies  Craig  L.  Fuller,  Philip 
Morris'  senior  vice-president  for  cor- 
porate affairs.  "I  reject  the  notion  that 
[these  shareholders]  should  dictate  the 
precise  form  of  the  meetings." 

"They're  treating  us  as  analysts,  not 
as  shareholders,"  complains  Jon  Lu- 
komnik,  who  as  New  York  City's  depu- 
ty comptroller  oversees  its  $51  billion 
in  pension  funds.  Lukomnik  and  others 
say  Philip  Morris  stage-managed  the 


event,  taking  up  precious  time  with 
presentations  and  handpicking  a  few 
tame  nonexecutive  directors. 

"It's  not  our  position  that  all  direc- 
tors should  be  at  these  meetings,"  Full- 
er counters.  "All  directors  were  aware 
of  the  meeting,  but  the  company  chose 
to  invite  these  three.  It's  up  to  man- 
agement to  address  the  issues." 

Both  sides  look  silly.  Lost  in  the 
folderol,  though,  is  a  key  fact:  Share- 
holders in  the  $61  billion  company  have 
a  legitimate  gripe— and  it's  a  big  one. 
They  aren't  getting  their  money's 
worth  in  the  market,  thanks  to  Philip 


Morris'  strategy  of  redeploying  the 
huge  profits  generated  by  tobacco  to 
buy  food  properties.  Over  the  past 
decade,  pm  has  spent  nearly  $25  billion 
buying  General  Foods  Cos.,  Kraft  Cos., 
and  other  food  companies.  On  aver- 
age, it  paid  nearly  27  times  earnings. 

Philip  Morris'  own  stock,  meanwhile, 
is  trading  at  10  times  estimated  1994 
earnings,  while  food  companies  are  sell- 
ing for  16  times  earnings  on  average. 
Even  if  the  company  should  not,  for  le- 
gal reasons,  be  split  into  two— as  man- 
agement argues— shareholders  have  a 


Shareholders  wanted  real 
give-and-take.  Instead,  they 
got  speechifying  from  top 
brass  and  a  hurried  Q&A 


right  to  hear  directly  why  Philip  Mor-li 
ris  persists  in  squandering  earnings.  J 
Now  they  have  another  cause  fori 
complaint:  They  have  no  assurancei) 
that  directors  are  questioning  that! 
strategy.  From  the  outside,  at  least,!) 
the  board,  which  includes  Citicorp  CEoll 
John  S.  Reed,  media  mogul  Rupertf! 
Murdoch,  and  transportation  magnateij 
Roger  S.  Penske,  looks  complacent. 
"I'm  not  convinced  the  company  should 
be  split,  having  listened  to  them,"  says 
Richard  H.  Koppes,  general  counsel  ofl 
the  $80  billion  California  Public  Em- 
ployees' Retirement  System,  who  didn't 
quit  the  Sept.  21  meeting.  "But  we 
still  don't  know  how  the  independent 
directors  on  this  board  operate." 
gone  are  the  days.  Such  stonewalling 
is  inexcusable.  The  days  when  com- 
panies could  insulate  themselves  from 
shareholders,  communicating  through 
Wall  Street  analysts,  are  long  gone. 
Large  institutional  shareholders  have 
a  right  to  seek  a  dialogue  with 
managers  and  directors,  as  they 
have  at  such  companies  as  IBM, 
Westinghouse,  and  Zenith 
Electronics. 

Sadly,  in  the  days  fol- 
lowing the  aborted  meet- 
ing, neither  side  seemed 
willing  to  break  the  im- 
;-  passe.  Some  shareholders 
•  talked  of  running  a  slate  of 
new  directors  at  the  compa- 
ny's annual  meeting  next  spring  and 
hiring  a  proxy  solicitor  to  rouse  votes. 
Teslik  says  she  has  already  gotten  one 
call  from  a  big  money  manager  offering 
support.  Fuller  says  that  "the  com- 
plaint that  we  won't  address  their  con- 
cerns is  an  empty  complaint."  As  for 
the  trend  toward  corporate  openness 
that  would  suggest  letting  the  Reeds 
and  Murdochs  on  PM's  board  meet  with 
shareholders,  Fuller  merely  says,  "It's 
something  we'll  continue  to  watch." 

The  PM  contretemps  has  escalated 
needlessly.  With  both  shareholders  and 
managers  digging  in  their  heels,  there's 
just  one  way  out:  Some  of  the  outside 
directors  should  offer  to  meet  with  the 
dissidents.  They  may,  at  the  moment, 
look  hotheaded,  but  they're  sharehold- 
ers. As  providers  of  capital,  they're 
what  makes  the  U.  S.  system  work. 


Dobrzynski  writes  on  board  issues. 
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Announcing  the  end  of  the  "imperial  barge.1 


Astra  Jet 
introduces  the  first 

business  jets 
your  stockholders 

will  applaud. 


INVESTMENTS  I 


BIG  BUCKS 


BRUCE  WASSERSTEIN'S  REPUTATION  IN  M&A  MADE  RAISING  MONEY  A  SNAP 


SOME  INVESTORS  IN 

WASSERSTEIN  PERELLA  BUYOUT  PARTNERSHIPS 

Commitment,  millions 

DAIWA  BANK 

$100 

MH  EQUITY  (CHEMICAL  BANKING) 

100 

FISHER  BROTHERS  FINANCIAL 

50 

REVERE  EQUITY 

50 

SUMITOMO  BANK 

25 

GEORGIA-PACIFIC 

25 

BANKERS  TRUST 

25 

BANKAMERICA 

25 

TORONTO-DOMINION  INVESTMENTS 

25 

EMERSON  ELECTRIC 

15 

DARTMOUTH  COLLEGE 

5 

DATA:  1989  PARTNERSHIP  DOCUMENTS 

AT  WASSERSTEIN,  LBO  STANDS  FOR 
LUMBERING  BUYOUT  OPERATION 


A  flap  over  Maybelline  shares  is  only  the  latest  in  a  series  of  missteps 


Moments  after  Maybelline  Inc. 
announced  on  Sept.  21  that  its 
earnings  would  fall  short  of 
expectations,  phones  started  to  ring  at 
the  New  York  headquarters  of  Wasser- 
stein  Perella  &  Co.  Angry  investors  in  a 
Wasserstein  leveraged  buyout  fund  that 
had  controlled  Maybelline  were  calling  to 
complain.  Their  beef:  A  few  days  be- 
fore the  announcement,  when  Maybelline 
had  been  trading  at  nearly  $30,  Was- 
serstein distributed  the  fund's  Maybel- 
line shares  to  its  investors— taking  for  it- 
self a  big  chunk  of  the  investment's  gain. 
But  as  they  watched  Maybelline  stock 
plummet  to  $18,  the  investors  cried  foul. 

Less  than  24  hours  later,  Wasserstein 
agreed  to  recalculate  the  basis  on  which 
its  management  share  was  doled  out,  in 
effect  handing  an  estimated  $10  million 
back  to  its  investors.  That  has  mollified 
some  of  the  big  institutions  in  the  fund. 
But  it  hasn't  ended  the  contretemps. 
Many  investors  complain  that  Wasser- 
stein botched  the  entire  process  by 
dumping  more  than  10  million  shares  of 
a  thinly  traded  stock  on  them  all  at 
once.  Doing  so  just  before  Maybelline 
cut  its  earnings  forecast,  says  one  in- 
vestor, "was  either  stupid  or  devious.  I 
don't  have  enough  facts  to  judge,  but 
I'm  not  fully  satisfied  with  the  process." 

Michael  J.  Biondi,  a  Wasserstein  man- 
aging director,  denies  any  ill  intent:  "I 


like  to  think  we  were  unlucky.  We  be- 
lieve we  have  done  everything  we  can 
to  treat  our  investors  fairly."  But  the 
Maybelline  episode  is  another  black  eye 
for  Wasserstein's  ill-starred  buyout  fund, 
which  has  produced  meager  returns  for 
a  blue-chip  list  of  investors  who  ponied 
up  $1.05  billion  in  the  late  1980s  (table). 
Though  Wasserstein  says  the  fund's  an- 
nual return  is  in  the  low  teens,  many  in- 
vestors say  it  will  be  lucky  to  reap  an- 
nual returns  of  5%  to  10%— far  below 
the  25%  to  50%  annual  gains  notched 
up  by  many  buyout  firms.  Some  in- 
vestors are  more  pessimistic:  "Limited 
partners  will  be  lucky  to  get  their  mon- 
ey back,"  fumes  a  manager  at  one  inves- 
tor. Insiders  say  there  is  the  threat  of 
imminent  legal  action  over  the  account- 
ing of  profits,  a  rarity  for  a  private  fund. 

That's  a  long  way  from  the  heady 
days  of  1988  and  1989,  when  Wasser- 
stein raised  the  buyout  fund.  Then  the 
hottest  name  in  merger-and-acquisitions 
investment  banking,  Bruce  J.  Wasser- 
stein's firm  had  no  trouble  convincing 
investors  that  its  M&A  expertise  would 
enable  it  to  snap  up  the  best  deals. 

It  didn't  work  out  that  way.  The  fund 
started  deep  in  a  hole  in  1989  with  a 
$350  million  investment  in  Isosceles  PLC, 
a  British  supermarket  chain  that  turned 
sour  within  a  year.  And  with  the  col- 
lapse of  the  high-yield  bond  market, 


deals  became  scarce  by  late  1990.  Fo 
mer  Wasserstein  employees  say  that  tl 
firm  compounded  the  problem  by  trea 
ing  the  buyout  fund  like  a  stepchil 
Only  a  few  staffers  were  assigned 
run  the  fund;  investment  bankers  wei 
supposed  to  help  out  part-time,  but  tl 
awkward  arrangement  didn't  work  we 

What's  more,  sources  close  to  tl 
fund  say  the  number  of  potential  dea 
was  small  because  investment  bankir 
firms  wouldn't  bring  their  best  ideas 
Wasserstein,  seen  as  a  rival.  Moreove 
they  say,  Wasserstein  lacked  the  capit 
during  one  period  to  contribute  to  tl 
investments  as  required  by  the  partne 
ship.  That  may  be  why  the  fund  didn 
do  a  single  new  transaction  during  or 
3/4-year  stretch.  Randall  J.  Weisenbu 
ger,  who  now  runs  the  Wasserstei 
fund,  says  the  firm  had  plenty  of  capit 
and  adds  that  the  firm  has  had  no  prol 
lem  finding  deals. 
SELECTIVE  BUYING.  By  the  time  its  ii 
vestment  period  ended  in  August,  til 
Wasserstein  fund  had  put  about  $9C 
million  into  only  seven  deals.  Th 
record:  Two  were  disasters,  a  third 
still  struggling,  and  the  rest  are  wii 
ners.  Meanwhile,  Wasserstein  was  ge 
ting  about  $12  million  a  year  in  mai 
agement  fees.  And  it  reaped  hefty  fet 
acting  as  an  investment  banker  to  th 
fund.  Selling  bits  of  Wickes  Cos.  (no' 
Collins  &  Aikman  Group  Inc.)  netted 
least  $30  million  in  fees  for  Wassersteii 

Of  the  seven  deals,  Maybelline  we 
by  far  the  biggest  success.  By  the  tim 
the  cosmetics  company  went  public  i 
late  1992,  the  Wasserstein  fund  had 
ready  recouped  a  sizable  chunk  of  it 
$155  million  investment.  But  in  recer 
months,  says  Weisenburger,  some  of  th 
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STRANOMICS:     THE     NEW     REALITY     IN     BUSINESS  AVIATION 


die  new  Astra  SPX. 

Introducing  the  practical  benefits 
of  advanced  technology. 


rhe  new  Astra  SPX  brings  a  whole 
new  dimension  to  the  world  of  busi- 
less  aviation.  Born  of  advanced  technol- 
>gy,  the  fuselage  fits  the  human  form 
md  achieves  the  highest  degree  of  aero- 
lynamics.  Interior  space  is  maximized 
vhile  minimizing  the  external  frontal 
Irag.  As  a  result  the  SPX  can  fly  non- 
top*  from  New  York  City  to  Los  Angeles 
it  a  speed 

,  0JT  NEW  YORK(TEB)  to  LOS  ANGELES(LAX) 

)f  .82 

ylach. 
nat's  one 
lour  faster 
han  any 
)ther  man- 
ifacturer's 
nid-size 
jusiness 
et.  The 

.ear  60,  Citation  VI  and  VII  require  a 
top*  to  complete  the  mission. 

Climb  to  the  top 

Thanks  to  the  new  more  powerful, 
lighly  efficient  AlliedSignal  731-40 
?ngines,  the 
3PX  offers  a 
'ange  of 
3690  miles, 

500  miles  tfe  731-40 

greater  than  the  Hawker  800.  The  digi- 
ally  controlled  engines  were  derived 
torn  AlliedSignal's  highly  successful 

loeing  85%  probability  wind  4  Pax- 
5A  conditions  NBAA  IFR  reserves 


turbo  fan  engines  with  a  history  of 
more  than  28  million,  flight  hours.  Truly 
a  global  performer,  the 
Astra  SPX  will  fly  you 
to  London  from  New 
York,  non-stop. 
Combining  the  731  -40 
engines  with  the  new 
wing  design,  the  SPX 

achieves  extraordinary 
short  field  performance. 
On  a  1 ,000  mile  mission, 
it  can  take  off  from  run- 
ways 500  feet  shorter 
than  any  of  its  mid-size 
competitors.  In  fact,  the 
SPX  can  take  off  from 
shorter  fields  than  the 
Beechjet  400A  and  has  an 
operating  cost  per  mile 
less  than  the  Citation  V  Ultra.  The  SPX 
offers  the  most  advanced  digital  avionics 
that  will  be  available  on  future  larger 
business  jets  like  the  Challenger  604, 
Falcon  2000  and  the  Astra  Galaxy. 
This  advanced  Collins  avionics  package 
provides  your  pilots  with  greater 
information  and  reliability. 


quietness  of  the  cabin  environment. 
Henry  Dreyfuss  Associates  designed  a 
cabin  interior  around 
their  human  engineer- 
ing philosophy.  The 
SPX  offers  greater  leg 
room  than  a  Lear  60 
and  has  a  longer  cabin. 


Astra  SPX 


□ 


*  *  Take  off  to  touch  down 
ncludes  1  hour  refuel  stop 


More  comfort 
on  the  inside 

The  SPX  can  cruise  above  the 
weather  at  41 ,000  feet  for  longer  peri- 
ods of  time  than  any  mid-size  business 
aircraft,  adding  to  the  comfort  and 


Your  stockholders 
will  applaud 

The  Astra  SPX  is  part  of  a  new  gener- 
ation of  Astra  business  aircraft.  This 
comes  at  a  time  when  large  and  small 
corporations  are  looking  at  new  ways 
to  reduce  their  overhead  and  improve 
their  profits.  It's  something  we  call 
Astranomics:  the  new  reality  in  business 
aviation.  It's  something  your  stockhold- 
ers will  applaud.  Call  our  president, 
Roy  E.  Bergstrom.at  1  609  987-1 125  or 
fax  us  at  1  609  987-81 18  for  more 
information. 


Leadership... by  design 


s 


fund's  investors  have  wanted  to  increase 
their  liquidity.  Maybelline  seemed  the 
obvious  choice,  and  Wasserstein  decided 
to  distribute  the  stock  to  investors  rath- 
er than  sell  it  in  a  secondary  offering. 

Bad  timing.  Maybelline  had  been 
counting  on  growth  in  its  new  Revitaliz- 
ing line  of  cosmetics.  But  late  this  sum- 
mer, sales  started  to  slow.  Weisenburger 
says  his  firm  didn't  know  about  the 
slowdown  until  its  executives  were 
briefed  by  management  on  Sept.  20,  two 
business  days  after  the  shares  had  been 
distributed.  Most  observers  agree  that 
the  sequence  of  events  was  embarrass- 
ing but  don't  believe  Wasserstein  inten- 
tionally tried  to  cheat  investors.  "The 
timing  sure  looks  bad,  but  they're  just 
not  that  stupid,"  says  a  manager  at  a  big 
investor  not  involved  in  the  situation. 
And  Wasserstein's  Biondi  insists  that 
the  firm  realized  it  had  made  a  mistake 
and  moved  to  fix  it  even  before  inves- 
tors began  complaining. 
credibility  gap.  But  some  Wasserstein 
investors  aren't  sure  that's  the  full  story. 
With  four  seats  on  the  board  and  control 
of  the  company,  they  figure  Wasserstein 
was  keeping  close  tabs  on  operations. 
Also,  Smith  Barney  Shearson  Inc.  ana- 
lyst Holly  B.  Becker  had  sniffed  trouble. 
Relying  on  information  from  retailers 
and  competitors,  she  realized  that  Revi- 
talizing was  slowing  and  downgraded 
Maybelline  stock  on  Sept.  19,  the  day 
before  Wasserstein  says  management 
gave  it  the  bad  news.  (Becker  won't 
comment.  I  "How  could  an  analyst  on  the 
outside  figure  this  out,  but  somehow 
Maybelline's  management  didn't  know?" 
asks  an  executive  at  one  fund  investor. 
"It  strains  credibility." 

One  reason  Wasserstein  may  have 
moved  with  such  alacrity  to  assuage  its 
investors:  Investment  bankers  say  the 
firm  is  trying  to  launch  another  buyout 
fund.  Wasserstein  has  put  out  feelers 
to  several  firms  that  raise  money  for 
such  funds,  but  so  far  it  has  no  takers. 
"Based  on  their  record,  it  would  be  very 
difficult  for  them  to  raise  a  fund  in  the 
large  institutional  market,"  says  a  bank- 
er at  one  such  money-raising  firm.  One 
of  Wasserstein's  angry  investors  puts  it 
more  bluntly:  "The  idea  that  they're 
starting  another  fund  is  preposterous. 
It  belongs  in  a  Woody  Allen  movie." 

With  deal  mania  back  in  fashion,  Was- 
serstein bankers  are  having  a  banner 
year  anyway.  They've  advised  on  some 
of  the  biggest  transactions  this  year,  in- 
cluding Sandoz  Ltd.'s  purchase  of  Gerber 
Products  Co.  They  may  be  learning,  as 
critics  point  out,  that  there's  a  big  differ- 
ence between  advising  on  deals  and  ac- 
tually doing  them. 

By  Mark  Maremont 


ENERGY  I 


STEAMED  ABOUT 
NATURAL  GAS 


Producers  didn't  expect  the  weather 
and  nuclear  power  to  depress  prices 


STORAGE  TANKS  WERE  REFILLED  EARLIER 
THAN  LAST  YEAR-FURTHER  CRIMPING  PRICES 


With  natural-gas  prices  at  their 
lowest  level  since  mid- 1992, 
it's  not  surprising  to  hear 
U.  S.  producers  growling  and  groaning. 
Some  are  even  curtailing  production  as 
they  wait  for  better  times.  But  execu- 
tives in  this  business  are  accustomed  to 
sudden  reversals.  "For  10  years  running, 
you  get  encouraged,  and  then,  for  one 
reason  or  another,  there's  more  gas  than 
there  is  demand,"  gripes  MESA  Inc. 
Chairman  T.  Boone  Pickens  Jr. 

Panic  time?  Not  yet.  Most  analysts 
and  producers  expect  the  oversupply  of 
natural  gas— which  is  due  in  part  to 
moderate  summer  weath- 
er—to prove  fleeting.  With 
demand  rising,  no  one 
sees  a  return  of  the 
dreaded  "gas  bubble,"  or 
overhang  of  supply,  that 
crushed  prices  until  two 
years  ago.  "One  of  the 
reasons  prices  have  moved 
so  quickly  is  that  we  are 
very  close  to  some  sort  of 
equilibrium  in  demand  and 
supply,"  contends  Grego- 
ry A.  Dodd,  vice-president 
for    gas    marketing  at 
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▲  DOLLARS  PER  THOUSAND  CUBIC  FEET 
DATA:  BLOOMBERG  FINANCIAL  MARKETS 


Mitchell  Energy  &  Development  Coil 
Still,  near-term  prospects  are  grij 
After  two  years  of  rebounding  gas  pr 
es,  producers  and  investors  were  hopil 
for  another  gain  in  1994.  Now,  with  spd 
gas  prices  at  SL40  or  less  per  thousaj 
cubic  feet,  they're  hunkering  down  q 
lower  earnings.  Analyst  David  C.  Bral 
shaw  of  PaineWebber  Inc.  expects  £ 
prices  to  average  about  SL85  to  SL90 
the  year,  vs.  $2  last  year,  the  industry! 
best  showing  since  1985.  Lower  natj 
ral-gas  prices  should  drag  down  thirl 
quarter  earnings  for  independent  pij 
ducers  by  7%  on  average,  he  figures. 

Why  are  gas  prices  in  such  a  sted 
slide?  A  relatively  mild  summer— ai 
less  need  for  air  conditioning— depressd 
use  by  electric  utilities.  At  the  sanj 
time,  several  nuclear  plants  that  we 
down  last  summer  were  operating  tq 
year,  absorbing  as  much  as  1.5%  of  t\ 
nation's  gas  demand.  That  may  not  seel 
like  much.  But,  notes  NatWest  SeciJ 
ities  Corp.  analyst  Christopher  0.  Eadel 
"this  is  a  very  tight  market.  Any  chanl 
es  on  the  margin  have  a  very  profourj 
effect." 

Canadian  pipeline.  Other  factors,  to| 
are  forcing  gas  prices  down:  With  plej 
ty  of  cheap  supplies  around,  storage  oj 
erators  rebuilt  inventories  early.  Tq 
American  Gas  Assn.  figures  storage  i\ 
cilities  are  now  about  90%  full,  t\ 
weeks  ahead  of  last  year's  rate.  Phil 
Canada's  weak  dollar  and  a  large  pip] 
line  expansion  into  California  helpe 
boost  Canada's  gas  exports  to  the  U. 
by  about  12%  through  June,  says  Eadt 
Producers  are  hoping  for  unseasoJ 
ably  cold  weather.  "If  you  get  a  mil 
winter,  hang  on  to  your  hat,"  warr 
Pickens.  Raymond  Plank,  chief  execi 
tive  of  independent  producer  Apach 
Corp.,  says  that  if  the  weather  staj 
warm  and  gas  prices  fail  to  rise  abov 
S2.10  by  November  and  December,  th 
company  could  cut  its  drilling  budg« 
for  1995.  It  will  spend  $265  million 
drilling  this  year,  and,  prices  allowing 
hopes  to  boost  that  to  more  than  S3C 
million  next  year. 

Some  analysts,  thougH 
expect  producers  to  rid 
out  the  storm  easily.  Afte 
five  years  of  restructuring 
many  have  much  lowe 
debt  and  operating  costs 
"The  industry  has  adapte 
to  this  kind  of  price  env 
ronment."  agrees  Larr; 
Foster,  chief  editor  of  h 
side  F.E.R.C.,  an  industr; 
newsletter.  Maybe.  But 
doesn't  have  to  like  it. 

By   Wendy  Zellner  i 
Dallas 


Optimize  copying  productivity  wi 
systematic  approach. 

Have  high-volume  document  proces 
with  unprecedented  reliability. 

Be  a  part  of  The  Corporate  Line. 


\ 

he  Corporate  Line  of  /'I 
H    highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
%  to  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  cail 
l-800-OK-CANON. 


Canon 


CONVENTIONS  I 


WHAT  HAS  THREE  ASTRONAUTS, 
PAUL  ANKA,  AND  COLIN  POWELL? 


A  Bakersfield  law  firm— staging  its  annual  promotional  bash 


To  most  Californians,  Bakersfield 
isn't  much  more  than  an  exit  off 
State  Highway  99.  Arid  even  in 
spring,  it's  a  town  of  oil  wells,  tract 
houses,  and  miles  of  straight,  dusty 
roads  connecting  cotton  and  fruit  fields. 
But  every  October  for  the  past  10 
years,  just  as  the  hands  take  to  the 
fields,  California's  14th-largest  city- 
population  202,000— transforms  itself 
into  a  Woodstock  for  business  and  polit- 
ical groupies. 


up.  On  Oct.  15,  Colin  Powell  is  scheduled 
to  stop  by,  fresh  from  his  Haitian  diplo- 
matic sortie,  and  Larry  King  is  due  to 
bring  his  suspender-snapping  shtick.  The 
law  firm  also  plans  to  reunite  the  three 
Apollo  11  astronauts  for  the  25th  anni- 
versary of  the  moon  landing— only  the 
second  time  all  year  that  Neil  Arm- 
strong, Buzz  Aldrin,  and  Michael  Col- 
lins will  appear  together.  In  all,  Martin 
plans  to  spend  $600,000  this  year  for 
speakers  and  entertainment— including 


owns  three  Mexican  restaurants  in  tow] 
"Tears  were  just  running  down  peoplej 
cheeks." 

None  of  this  comes  cheap.  This  yea 
the  "hard  costs"  of  the  day— everythin 
besides  employees'  time,  telephon] 
charges,  and  other  costs  the  firm  al| 
sorbs— come  to  $3  million.  Of  tha 
$250,000  goes  to  landscaping— which  th 
year  will  feature  a  "moonscape  near  thl 
beer  garden"  and  a  7-foot-tall  model  J 
the  lunar  capsule  sitting  in  a  100-fool 
long  reflecting  pond.  Another  $1.2  mil 
lion  or  so  goes  to  paying  for  tents  anl 
audiovisual  services. 
hicksville  image.  Martin  says  the  col 
ference  usually  breaks  even,  though  laa 
year,  when  he  decided  to  give  away  I 
car  at  the  last  minute,  it  lost  $23,00(1 
There  are  no  plans  for  a  car  giveawal 
this  year— but  there  will  be  a  Ferril 
wheel. 


WHO'S  COMING  TO 


Colin  Powell 
Shirley  MacLaine 
Henry  Kissinger 
Jay  Leno 
Neil  Armstrong 
mes  Baker  III 


WHO  HAS 


Four  ex-Presidents 
Lee  lacocca 
Henry  Winkler 
T.  Boone  Pickens 
Mario  Cuomo 
Phyllis  Diller 


Clustered  in  a  canvas  tent  large 
enough  to  contain  a  pair  of  football  fields 
plus  seven  basketball  courts,  14,000  peo- 
ple gather  to  listen  to  the  likes  of 
George  Bush,  Shirley  MacLaine,  and  T. 
Boone  Pickens  Jr.  wax  eloquent  for  30 
minutes  apiece.  The  topics  range  from 
NAFTA  to  women's  roles  in  the  work- 
place. "We  suggest  [speakers]  have  a 
lot  of  jokes,"  says  George  F.  Martin,  a 
onetime  rock  promoter  who  organizes 
the  daylong  talkathon.  "It's  a  long  day." 
cash  for  the  chiefs.  It's  also  one  heck 
of  a  promotional  event.  Martin  is  manag- 
ing general  partner  of  the  local  law  firm 
Borton,  Petrini  &  Conron,  with  125  at- 
torneys in  16  offices.  "Our  firm  doesn't 
advertise  on  TV  or  radio  or  stand  on  its 
head  and  eat  a  bug  to  get  business," 
says  Martin.  Instead,  it  stages  the  annu- 
al Bakersfield  Business  Conference. 

The  powerful  virtually  line  up  to  ad- 
dress attendees— most  of  whom  pay  $295 
a  head.  In  previous  years,  Martin  has  at- 
tracted the  likes  of  Donald  Trump  and 
Lee  A.  lacocca— with  honoraria  of  up  to 
$60,000  apiece.  In  1992,  Ronald  Reagan 
came.  Last  year,  three  former  Presi- 
dents—Ford, Carter,  and  Bush— showed 


fireworks,  Jay  Leno,  and  Paul  Anka. 

If  all  the  hoopla  means  added  busi- 
ness, Martin  won't  quantify  it.  But  his 
firm,  which  specializes  in  business  litiga- 
tion and  insurance  defense,  attracts  an 
enviable  audience  to  its  shindig.  Among 
attendees  this  year:  MCA,  Paramount 
Pictures,  DHL  Air  Express,  and  Health- 
Net.  State  Farm  Insurance  alone  has  80 
tickets  for  its  executives. 

To  Kay  Meek,  a  fund-raiser  at  Ba- 
kersfield College  who  has  attended  10 
conferences,  the  confab  has  become  a 
one-day  escape  to  a  ce- 
lebrity-studded firma- 
ment. A  few  years 
back,  she  ran  into  for- 
mer British  Prime  Min- 
ister Sir  Harold  Wilson 
on  the  way  to  the  re- 
freshment tent.  Then 
there  was  General 
Norman  Schwarzkopf's 
appearance,  six  months 
after  Operation  Desert 
Storm.  "People  gave 
him  a  five-minute 
standing  ovation,"  says 
Rachel   Gamez,  who 
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About  half  of  the  conference's  attenc  | 
ees  come  from  Bakersfield,  but  enoug: 
spend  the  night  to  fill  Bakersfield's  3,00 
hotel  and  motel  rooms.  The  conventioi 
bureau  figures  every  overnight  visito 
brings  in  $111.  Perhaps  more  important 
say  officials,  the  event  also  counters  th 
image  of  the  city  as  Hicksville.  "W 
could  not  have  gone  out  and  bought  thi 
kind  of  respect,"  says  Chris  T.  Frank 
executive  vice-president  of  the  loca 
Chamber  of  Commerce. 

So  it's  not  surprising  that  the  Bakers 
field  gathering 
spawning  competition 
San  Diego  will  host  it 
own  one-day  cavalcadi 
of  bigwigs  only  ; 
month  after  Bakers 
field's.  Other  cities  an 
mulling  similar  extrav 
aganzas.  After  all,  an; 
event  that  can  turn 
dusty  little  Californii 
town  into  a  mecca  foi 
the  rich  and  famous  in 
vites  imitation. 

By  Nanette  Byrne 
in  Bakersfield,  Calif. 
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EDITED  BY  KEITH  H.  HAMMONDS 

A  MONEY-MARKET 
FUND  GOES  BELLY-UP 


expected  to  receive  940  on 
the  dollar. 


This  won't  bolster  faith  in 
the  mutual  fund  industry: 
For  the  first  time  in  at  least 
a  decade,  a  money-market 
fund  is  liquidating.  Denver- 
based  Community  Bankers 
U.  S.  Government  Money- 
Mar  ket  Fund  folded  after  in- 
vestments in  derivatives  of 
government-agency  securities 
went  sour,  leaving  the  fund's 
value  at  less  than  $1  a  share. 
The  market  for  derivatives 
dried  up  last  spring  when 
interest  rates  began  rising. 
Only  94  banks  and  bank  hold- 
ing companies  were  share- 
holders of  Community 
Bankers,  which  had  $82  mil- 
lion in  assets.  Investors  are 


I 


NEW  LIFE  FOR  OLD  DEC 


SEPT.  27 


Is  Digital  Equipment  headed  for 
an  IBM-like  resurgence?  Wall 
Street  thinks  so.  Tough  cost- 
cutting  and  asset  sales  are  prov- 
ing that  CEO  Robert  Palmer  is 
serious  about  turning  around 
the  computer  maker.  Since  the 
June  quarter's  stunning  $  1.7  bil- 
lion loss,  Palmer  has  raised 
$500  million  with  asset  sales 
and  has  slashed  expenses  by 
$  1.8  billion.  To  expand  still- 
shrinking  revenues,  Palmer  is 
heavily  promoting  Alpha  AXP 
computers,  though  he  still  must 
contend  with  falling  sales  of 
DEC's  high-margin  VAX 
machines.  Investors,  afraid  of 
missing  an  IBM-style  stock  rally, 
have  driven  DEC's  shares  up 
43%  since  their  July  low.  And 
the  stock  still  looks  cheap:  At 
around  $27,  it's  just  above  the 
company's  book  value. 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


COURTIN'  TIME 

AT  LOTUS  AND  ORACLE? 


On  the  eve  of  launching 
what  it  had  been  calling 
a  "Notes-killer,"  Oracle  on 
Sept.  25  inked  a  deal  with  Lo- 
tus Development,  maker  of 
the  popular  Notes  "group- 
ware"  program,  to  link  Notes 
with  Oracle's  market-leading 
database.  Now,  insiders  say 
Lotus  CEO  Jim  Manzi  and  Or- 
acle CEO  Larry  Ellison  also 
are  considering  merging  their 
companies.  Insiders  say  a 
merger  was  discussed  in  late 
August  and  as  recently  as 
Sept.  20,  when  the  two  met 
at  Ellison's  Silicon  Valley 
home,  though  Oracle  USA 
President  Raymond  Lane  dis- 
misses the  meetings  as  "idea 
talk."  Combining  the  compa- 
nies would  make  sense,  ana- 
lysts say,  but  there's  at  least 
one  potential  dealbreaker: 
One  of  the  high-profile  chiefs 
would  have  to  step  aside.  Be- 
sides, Lotus  may  have  a  bet- 
ter offer:  A  source  close  to 
Lotus  says  AT&T  wants  a 
stake  in  the  software  maker. 


AIG:  CALIFORNIA, 
HERE  WE  COME 


Maurice  Greenberg  is 
spreading  his  wings.  On 
Sept.  28,  his  American  Inter- 
national Group  invested  $216 
million  in  20th  Century  Insur- 
ance, the  California-based 
home  and  auto  insurer.  20th 
Century  needed  the  capital: 
It  had  been  hit  with  $815  mil- 
lion in  claims  from  the  Janu- 
ary earthquake.  The  deal 
also  represents  Greenberg's 
biggest  effort  yet  to  pursue 
U.  S.  consumers,  a  market 
where  AIG  has  been  weak. 
With  40%  of  the  California  in- 
surer in  its  pocket,  AIG  hopes 
to  set  up  joint  ventures  in 
other  states  to  sell  auto  poli- 
cies—a business  it  began  test- 
ing in  1992,  when  it  bought  a 
stake  in  Robert  Plan,  a  Long 
Island,  N.Y.,  insurer. 


H  E  A  D  L 


MCDONNELL'S  NEW  PILOT  IS  RARING  TO  GO 


Harry  Stonecipher  is  an 
impatient  man.  In  a 
meeting  at  Sundstrand, 
where  he  held  the  top  spot 
until  he  was  named  McDon- 
nell Douglas'  new  chief  execu- 
tive on  Sept.  26, 
Stonecipher  sat 
quietly  as  execu- 
tives debated 
how  long  they 
would  take  to 
implement  a 
new  strategy. 
Frustrated,  he 
finally  interrupt 
ed:  "While  you 
guys  are  sitting  there 
looking  at  your  calendars,  I'm 
looking  at  my  watch." 

That  sense  of  urgency 
caught  McDonnell  Chairman 
and  CEO  John  McDonnell's 
eye.  "We  need  to  get  to  the 
next  level,"  he  says.  "I  believe 
[Stonecipher]  will  be  a  better 


leader  than  I  would  be."  TI 
new  CEO  has  his  work  cut  oi 
for  him.  Although  McDonnt 
earned  $396  million  last  yea 
before  special  charges,  it  fact 
a  new  challenge  in  its  coi 
fighter-aircraft  bus 
ness.  Meanwhile, 
must  figure  o\ 
what  to  do  wit 
its  underpe 
forming  con 
mercial-aircra 
division. 
The  58-yea 
old  former  Gene 
Electric  executiv 
may  be  just  what  M' 
Donnell  needs.  Stonecipher  it 
sulated  Sundstrand  from  d< 
fense  cuts  by  diversifying  int 
new  commercial  businesse 
McDonnell,  he  says,  is  "an  o] 
portunity  for  me  to  make 
mark." 

By  Kevin  Kelt 


THE  GAP  TRIPS 

ON  ITS  UPSCALE  STEP 


What  do  women  want? 
Lately,  Gap  merchandis- 
ers don't  seem  to  know.  On 
Sept.  26,  the  ubiquitous  retail 
chain  told  analysts  it  expects 
same-store  sales  to  be  "mod- 
est" in  September,  after  a  5% 
plunge  in  August.  Turns  out 
its  bold  move  into  higher-end, 
higher-margin  women's  fash- 
ion is  fizzling.  "Last  year,  they 
hit  a  home  run  on  fashion. 
This  year,  they've  struck  out," 
says  NatWest  Securities  ana- 
lyst Robert  F.  Buchanan.  Gap 
shares  took  a  hit  on  the  news 
but  recovered  Sept.  28,  when 
analysts  raised  their  rating  on 
the  stock. 


LEHMAN  DOES  SOME 
MORE  HOUSECLEANING 


Lehman  is  trying  to  put  to 
rest  long-standing  prob- 
lems in  its  retail-brokerage  di- 
vision. On  Sept.  27,  Lehman 


Brothers  dismissed  100  reta 
brokers,  slashing  its  U.  £ 
force  by  a  third.  The  cuts  fo 
low  a  two-year  effort  b 
Lehman  to  repair  its  reput; 
tion  for  overly  aggressiv 
sales  tactics.  Now,  the  fin 
says  it  wants  to  focus  on  it 
most  profitable  brokers  an 
its  wealthiest  customers.  Th 
mass  layoff  "closes  the  book 
on  the  old  Lehman  Brother 
retail  business  and  its  met! 
ods,"  insists  Robert  Lunn, 
Morgan  Stanley  veteran  wh 
has  headed  Lehman's  reta 
brokerage  since  July. 


ET  CETERA... 


►  Japanese  giant  Toshiba 
censed  IBM's  PowerPC  chi 
and  computer  technology. 

►  twa  says  it  could  g 
bankrupt  again  if  investor 
don't  O.K.  a  restructuring. 

►  Nynex  will  freeze  loca 
phone  rates  in  New  York  bu 
earn  unlimited  profits. 
►Clinton  would  keep  Congres 
in  session  through  Decembe 
unless  it  approves  GATT. 
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Weve  Built  Communications 
Systems  From  Scratch  For  Plenty  Of  Clients. 


Take  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  us  -  along  with  our  British  and  Australian  partners  - 
to  design  and  build  an  integrated  telecommunications  network  for  the  entire  continent. 

The  results?  A  network  unlilie  any  other.  Satellite,  cellular,  local  and  long-distance  service  combined  to 

provide  millions  oj  Australians  with  the  most  sophisticated 
communications  technology  in  the  world. 
Wiry  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  we're  on  jive  continents.  Sharing 
our  expertise  in  all  phases  oj  communications  technology,  from  design  and  application  to  implementation  and 
managenrent.  In  all  kinds  oj  ventures  jrom  cellular  networks  to  total  communications  systems.  But  it  was  also  our 
ability  to  listen.  And  make  the  technology  meet  Australia's  needs. 

Some  people  think  we're  still  a  regional  company.  We  are.  It's  just  that  now  the  whole  world  is  our  region. 
For  more  information,  callyour  BellSouth  representative  or  1-800-726-BELL. 

©1994  BellSouth  Corporation 


BELLSOUTH 


Telecommunications      Information  Services      Mobile  Communications      Advertising  Savices         Everything  You  Expect  From  A  Leader 


ONCE  AGAIN  WE'VE 


REDEFINED  LUXURY. 


(MR.  WEBSTER, 


PLEASE  TAKE  NOTE.) 


An  Entirely  New  LS.  ANew  Journey.  November  15.  Inquiries,  800-872-5398. 


I      An  Experienced  View  on 
.  The  Current  Market  Volatility. 


In  over  40  years  of  managing  other  people's  money,  I've  seen 
mv  share  of  bull  and  bear  markers.  And  I've  learned  that 
a  volatile  market  can  otter  opportunities  tor  the  wise  investor. 

I  believe  one  way  to  take  advantage  of  these  opportunities  is  to 
invest  in  a  mutual  fund  that  owns  shares  or  profitable,  successful 
companies  because  thev  are  most  likely  to  become  profitable, 
successful  investments.  The  Berber  Funds  have  adhered  to  this 
common-sense  philosophy  for  over  19  vearsJ  The  charts  show 
just  how  well  it  has  served  our  investors. 


And  while  past  performance  does  not  assure  future  results,  we 
believe  it  is  a  good  indicator. 

Both  the  Berger  ICO  Fund  (a  growth  fund)  and  the  Berger  101 
Fund  (a  growth  and  income  tund^  have  earned  tour  stars  over- 
all from  Morningstarj^  Both  can  help  investors  work  toward 
their  long-term  goals  -  even  in  a  changing  market. 

So  consider  the  Berger  Funds  todav.  Because  in  mv  experience. 
Your  biggest  nsk  is  not  investing  tor  vour  future  at  all. 


Open  an  account  with  as  little  as  S250. 

Please  call  (800)  3334001 

tor  a  prospectus  containing  more  complete  information  including  management  fees, 
charges  and  expenses.  Read  it  carefully  before  investing. 
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EDITED  BY  OWEN  ULLMANN 


IE  FIRE  OVER  ILLEGAL  IMMIGRANTS 
FARTS  TO  SINGE  CLINTON 


ormer  Representative  Barbara  Jordan,  a  paragon  of 
Democratic  liberalism,  is  the  last  person  you  would  ex- 
pect to  set  off  a  political  firestorm  for  trampling  on  civ- 
hts.  Yet  that's  the  charge  she  faces  as  head  of  the  U.  S. 
nission  on  Immigration  Reform. 

i  Sept.  30,  Jordan's  panel  is  to  issue  tough  proposals  for 
ng  the  flood  of  illegal  aliens.  Among  the  controversial  rec- 
endations  are  new  techniques  to  screen  out  undocu- 
;ed  workers— including  a  tamper-proof 
,1  Security  card— and  the  denial  of  govern- 
,  benefits  to  illegals.  The  report  comes 
a  growing  national  outcry  for  aggressive 
:  to  deal  with  the  influx  of  illegal  immi- 
ts— an  ever-heavier  economic  burden  on 
states.  But  liberal  voices  of  tolerance,  in- 
ng  the  American  Civil  Liberties  Union, 
y  that  Jordan's  group  is  going  too  far. 
iese  divisions  put  President  Clinton  in  a 
He  can't  ignore  the  clamor  for  a  crack- 
i,  but  his  response  could  trigger  a  backlash 
Hispanics  and  Asian  Americans  who  fear 
3  of  xenophobia  and  race  discrimination. 
■tech  check.  Attorney  General  Janet  Reno 
jes  "to  keep  politics  out  of  this  and  do  it 
rcement]  the  right  way."  But  that's  close  to 
ssible.  Intense  anti-immigrant  sentiment 
;rupted  in  California,  the  key  state  in  the 
Presidential  election.  Polls  show  nearly 


JORDAN 


out  of  three  voters  (including  44%  of  Latinos)  back  a 
s  Our  State"  (SOS)  ballot  initiative,  which  would  deny 
1  services  to  undocumented  aliens  and  require  state  em- 
;es— such  as  teachers— to  turn  in  suspected  illegals.  Cali- 
i,  Florida,  Arizona,  New  Jersey,  and  Texas  also  are  suing 
J.  S.  for  $4.4  billion  laid  out  to  jail  criminal  aliens  and  pro- 
health  and  education  benefits  to  other  illegals— a  cost  that 
blame  on  poor  federal  enforcement, 
gainst  that  backdrop,  the  Jordan  Commission  is  sure  to 


fan  the  flames.  Take  its  most  controversial  measure— a  work- 
er-verification system— which  Clinton  is  expected  to  embrace. 
Employers  would  have  to  check  the  status  of  prospective 
workers  by  matching  a  high-tech  Social  Security  card  against 
a  computerized  list.  The  card  would  replace  a  cumbersome  sys- 
tem under  which  employers  often  are  duped  by  forged  docu- 
ments when  they  fill  out  work-verification  forms.  "Any  way  to 
get  rid  of  the  forms  is  automatically  appealing,"  says  Peter  J. 
Eide  of  the  U.  S.  Chamber  of  Commerce. 

But  immigration  advocacy  groups  and  civil 
libertarians  vow  to  fight  the  card.  They  say  it 
could  provide  the  means  to  impose  further  re- 
strictions on  aliens,  such  as  the  denial  of  bene- 
fits under  California's  sos  ballot  initiative. 

Meanwhile,  Congress  is  raising  the  prospect 
of  going  beyond  Jordan's  panel  by  curbing  legal 
entries  before  the  1996  election.  On  Sept.  21, 
Senator  Richard  C.  Shelby  (D-Ala.)  proposed 
reducing  immigration  by  two-thirds— to  325,000 
annually— for  five  years.  That's  one  remedy 
both  business  and  immigration  groups  oppose. 
Limiting  imported  labor,  would  be  "troubling 
for  employers,"  says  Daryl  R.  Buffenstein,  an 
Atlanta  immigration  attorney  who  represents 
corporations.  Frets  Karen  K.  Narasaki,  a  lob- 
byist for  the  Japanese  American  Citizens 
League:  "No  matter  how  outrageous  the  pro- 
vision, if  it's  anti-immigrant,  it  would  pass." 


So  far,  Clinton  has  plied  a  middle  course.  He's  beefed  up  the 
border  patrol  and  cracked  down  on  alien  smuggling,  both 
reasonable  measures.  But  as  the  immigration  debate  reaches 
a  crescendo,  he  will  be  subject  to  more  extreme  demands  to 
close  America's  doors.  If  the  President  is  to  resist  calls  to 
erect  "Not  Welcome"  signs  to  the  legal  immigrants  who  have 
been  a  source  of  national  strength  for  generations,  he  will  have 
to  do  more  to  satisfy  the  clamor  for  a  harder  line  on  illegals. 

By  Catherine  Yung 
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ADMINISTRATION 


ommerce  Secretary  Ronald  H. 
Brown  hopes  to  trade  in  his  sales- 
i's  sample  case  for  new  pinstripes, 
lyed  by  his  triumphant  trade  mis- 
i  to  China  in  late  August,  Brown  is 
>ying  to  replace  Warren  M.  Christo- 
r  as  Secretary  of  State.  Brown  tells 
fidants  that  with  economics  driv- 
U.  S.  foreign  policy  now,  he  has 
ven  himself  to  be  a  preeminent 
ctitioner  of  "commercial  diplomacy." 
eed,  his  success  in  prodding  China 
•esume  human-rights  talks  with  the 
3.  contrasts  with  Beijing's  snub  of 
•istopher's  human-rights  pleas  on  an 
lier  trip.  Just  in  case  he  doesn't  get 


the  new  job,  Brown  is  planning  a  high- 
profile  trade  mission  to  India  in  Jan- 
uary and  a  China  trip  in  the  spring. 

THE  POSTAL  SERVICE  

Postmaster  General  Marvin  T.  Run- 
yon  could  lose  his  job  over  some- 
thing as  innocent  as  a  cancelled  stamp. 
Last  May,  82  senators  urged  Runyon 
to  print  a  pow-mia  stamp,  but  an  ad- 
visory board— taking  its  cue  from  the 
Postmaster— recently  gave  the  idea  a 
thumbs  down.  Now,  irate  senators,  al- 
ready unhappy  with  Runyon's  perfor- 
mance, are  demanding  that  he  be  fired. 
When  the  Postal  Board  of  Governors 
meets  on  Oct.  3,  it  will  feel  pressure  to 
cancel  Runyon's  job. 


REGULATION 


The  Federal  Communications  Com- 
mission won  praise  last  year  for 
saying  it  would  stop  giving  away  air- 
waves—and start  selling  them.  But 
now  it  is  retreating.  At  issue  are  cel- 
lular licenses  the  FCC  awarded  for  free 
in  the  1980s  but  later  reclaimed  as  sys- 
tems weren't  built.  Most  licenses  are 
for  worthless  rural  zones,  but  some 
could  fetch  millions,  such  as  those  for 
parts  of  Los  Angeles.  Chairman  Reed 
E.  Hundt  proposed  selling  them,  but 
was  outvoted  2  to  1  on  grounds  that 
it's  unfair  to  change  rules.  Now  the 
FCC  has  a  full  five  members,  so  Hundt 
may  force  another  vote  by  year  end. 
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U.S.- JAPAN  RELATIONS  I 


FACING  REALITY 
IN  JAPAN  TRADE 


America's  decades-old  policy  is  doomed  to  failure.  This  may  work 


For  months,  the  big  question  be- 
tween the  U.  S.  and  Japan  was 
whether  the  two  sides  could  reach 
agreement  in  their  so-called  framework 
talks  by  Sept.  30.  If  not,  would  Washing- 
ton invoke  a  trade-law  provision  called 
Super  301  and  impose  sanctions'?  How 
would  Japan  react?  Would  currency  mar- 
kets continue  to  "punish"  Japan  by  pric- 
ing the  yen  even  higher,  thus  making  its 
exports  more  expensive? 

In  one  version  or  an- 
other, this  Kabuki  dance 
has  been  played  out  re- 
peatedly for  decades. 
But  why  does  the  U.  S. 
trade  deficit  with  Japan 
continue  to  grow?  This 
year,  it's  expected  to 
reach  $61  billion,  up 
from  $41  billion  in  1990 
(chart).  During  the 
same  period,  the  yen 
has  appreciated  39% 
against  the  dollar.  A 
strong  yen  simply  hasn't 
solved  the  problem.  Nor 
is  it  likely  to. 

Furthermore,  despite  all  the  hoopla, 
even  Administration  officials  admit  that 
success  in  the  sector-by-sector  talks 
won't  do  much  to  reduce  Japan's  trade 
surplus.  "I  don't  think  anyone  in  the  Ad- 
ministration believes  these  negotiations 
are  going  to  lead  to  a  substantial  re- 
versal of  our  trade  deficit  in  the  short 
term,"  says  Jeffrey  E.  Garten,  Com- 
merce Under  Secretary  for  international 
trade.  The  Japanese  concur-. 
real  presence.  Everybody  also  seems  to 
know  that  sanctions,  in  the  form  of  puni- 
tive tariffs  or  quotas,  would  deprive 
U.  S.  industry  and  consumers  of  vital 
products.  These  include  liquid-crystal 
displays,  vcrs,  and  fax  machines— not 
to  mention  the  Lexus.  Despite  all  of 
Washington's  threats,  it's  not  politically 
rational  to  shut  off  the  flow  of  such 
products.  Besides,  some  goods  are  as- 


THE  U.S.  DEFICIT  WITH 
JAPAN  KEEPS  MOUNTING 


'89      '90        '91  '92 
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DATA:  U  S  COMMERCE  DEPT. 


sembled  at  Japan's  transplants  in  the 
U.  S.,  so  the  traditional  water's-edge 
trade  policy  is  out  of  date.  That  also 
helps  explain  why  the  strong  yen  doesn't 
work  like  the  theory  says  it  should. 

In  short,  the  failings  of  the  tradition- 
al U.  S.  approach  to  Japan  are  all  too  ev- 
ident. That  suggests  the  need  for  a  thor- 
ough rethinking  of  U.  S.  policy  vis-a-vis 
Japan.  The  goal  should  be  a  serious, 
long-term  focus  on  the  economic  imbal- 
ance, not  episodic  trade 
brinksmanship  and  yen- 
dollar  crises. 

First  and  foremost, 
the  U.  S.  government 
and  industry  should 
work  together  to  pro- 
mote more  investment 
into  Japan.  That  means 
revising  tax  laws  and 
technology-transfer  rules 
that  actually  discourage 
U.  S.  penetration  of 
technology  niches.  Trade 
penetration,  particular- 
ly in  Japan,  requires  a 
physical  presence,  including  control  of 
distribution  channels. 

Yet  Japan  has  the  lowest  level  of  per 
capita  foreign  direct  investment  in  the 
industrialized  world.  For  years,  Japan 
discouraged  foreign  investment  to  pro- 
tect its  own  industries.  Now,  however, 
the  yen  has  soared  so  high  that  acquir- 
ing land  and  doing  business  in  Japan 
seems  prohibitively  expensive  to  most 
outsiders. 

Japan  doesn't  deserve  all  the  blame, 
however.  Ever  since  its  bubble  burst 
and  other  parts  of  Asia  started  growing 
faster,  increasing  numbers  of  U.  S.  com- 
panies have  decided  to  bypass  it  and  go 
where  the  pickings  are  easier.  Some 
U.  S.  executives,  enamored  of  China  or 
India  or  Mexico,  are  simply  writing  off 
the  country,  and  the  Commerce  Dept. 
has  been  egging  them  on  by  promoting 
big  developing  markets— but  not  Japan. 
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1 Create  a  pj 
ful  Japan  C  . 
within  White  r 
to  carry  out  a 
term,  consister 
strategy.  Shou 
staffed  by 
experienced 
Japanese  spec 
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This  could  prove  to  be  a  serious  sti 
tegic  error.  Not  only  is  Japan  the  work 
second-largest  economy,  but  it  also 
home  to  many  globally  competitive  ma 
ufacturers.  Not  to  compete  with  the  Ja 
anese  on  their  turf  gives  them  ext 
breathing  room  and  deprives  America 
of  market  intelligence.  "Our  Japane; 
competitors  produce  good  products,  ai 
we  can't  be  successful  in  Asia  unle 
we're  successful  in  Japan,"  says  Dougl 
R.  Browning,  vice-president  for  finance 
Procter  &  Gamble  Far  East  Inc. 
"down  the  road."  To  spur  the  erne 
gence  of  more  Motorolas  and  Microsoft 
with  strong  positions  in  their  niche 
the  U.  S.  government  should  insist  ( 
working  aggressively  with  Tokyo  to  e 
courage  inward  investment.  Japan 
Ministry  of  International  Trade  &  I 
dustry  has  taken  a  few  modest  ste] 
to  ease  entry  by  foreigners,  such  ; 
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The  U.S.  needs  a  serious,  long-term  focus  on  1 
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THE  LEXUS  LANDS: 
SANCTIONS  HURT 
AMERICANS,  TOO 


mote  U.S. 
sstment  in 
help  crack 
hat  means 
.S.  tax  and 
jy-transfer 
discou- 
i  invest- 


In  areas  where 
^hP  U.S.  manufac- 
turers depend  on 
Japanese  suppliers, 
create  more  govern- 
ment-industry strat- 
egies to  spur  U.S. 
competitors.  Model: 
Sematech. 


Establish  more 
industry  asso- 
ciation offices  in  To- 
kyo to  disseminate 
data  about  stan- 
dards and  regulato- 
ry issues.  Model: 
The  American  Elec- 
tronic Assn.'s  office. 


Link  treatment 
of  Japanese 
companies  in  U.S. 
with  market  pene- 
tration in  Japan.  If  a 
Japanese  company 
is  blocking  access  in 
Japan,  it  should  feel 
pressure  in  the  U.S. 


ting  foreign-access  zones  with  limit- 
ncentives  and  services.  But  much 
e  is  needed  to  attract  the  invest- 
t  necessary  to  really  make  a  dent  in 
surplus. 

esides  incentives,  it's  time  for  the 
.  to  put  more  emphasis  on  Japanese 
?gulation  again.  Deregulation  has 
n  a  buzzword  in  Japan  for  more 
i  a  year,  but  U.  S.  and  Japanese  ne- 
ators  haven't  held  any  serious  talks 
he  subject.  Says  U.  S.  Ambassador 
ter  F.  Mondale:  "That's  still  down 
road."  Why?  According  to  one 
srican  official,  the  U.  S.  hasn't  yet 
red  out  what  it  wants  to  ask  of  Ja- 
,  or  how. 

^ow  should  Washington  orchestrate  a 
idcr-.u'auged,  more  potent  approach 
ard  Japan?  Glen  Fukushima,  vice- 
;ident  of  the  American  Chamber  of 
lmerce  in  Japan  and  a  former  U.  S. 


trade  negotiator,  argues  for  the  crea- 
tion of  a  Japan  Office  within  the  White 
House.  Earlier  this  year,  Bill  Clinton 
read  and  circulated  among  senior  Ad- 
ministration officials  a  paper  in  which 
Fukushima  made  his  case.  But  so  far, 
nothing  has  happened. 

A  less  ambitious  alternative  might 
be  to  improve  the  Japan  data-collection 
and  monitoring  services  of  the  U.  S. 
Trade  Representative's  Office  and  the 
Commerce  Dept.  This  idea  is  pushed  in 
a  new  book  called  Opening  Japan  from 
the  Economic  Strategy  Institute  think- 
tank  in  Washington.  The  authors  also 
urge  creation  of  a  task  force  consisting 
of  members  of  Congress,  senior  trade 
officials,  and  American  executives  to 
make  recommendations  each  year  as  to 
what  must  be  done  in  policy  toward 
Japan. 

Part  of  this  new  and  more  sophisticat- 


ed approach  would  be  an  increased  focus 
on  what  Japanese  companies  are  doing 
in  the  U.  S.  and  how  that  affects  trade. 
Rather  than  displacing  imports,  at  least 
some  of  Japan's  stateside  factories  en- 
courage them.  The  Commerce  Dept.  es- 
timates, for  example,  that  73%  of  Japa- 
nese imports  into  the  U.  S.  go  through 
facilities  and  distribution  networks 
owned  by  Japanese.  That's  why  seem- 
ingly obscure  fights  over  domestic 
content  and  supplier  networks  are  so 
important. 

It's  also  key  to  link  treatment  of  those 
American  subsidiaries  with  trade  goals 
in  Japan.  It  makes  little  sense,  for  exam- 
ple, for  Japanese  construction  compa- 
nies to  be  winning  about  $3  billion  in 
contracts  from  U.  S.  government  agen- 
cies, when  the  U.  S.  is  stonewalled  in 
the  construction  sector  in  Japan.  The 
same  lesson  applies  in  other  industries, 
such  as  telecommunications. 

Likewise,  how  closely  linked  are 
American  trade  goals  with  the  Clinton 
Administration's  technology-promotion 
policies?  Washington  has  made  progress 
on  redirecting  the  federal  weapons  labs 
toward  commercial  purposes  and  on 
funding  some  promising  "critical"  tech- 
nologies. But  the  trade  hand  of  the  U.  S. 
government  and  the  technology  hand 
often  don't  know  what  each  other  is  do- 
ing. There  is  no  mechanism  for  coordi- 
nation. 

not  just  pressure.  Not  to  be  forgot- 
ten, of  course,  are  the  macroeconomic 
forces  at  work  in  sustaining  the  U.  S.-Ja- 
pan  imbalance.  The  U.  S.  saves  too  little 
and  consumes  too  much.  For  Japan,  it's 
vice  versa.  So  Americans  need  to  contin- 
ue to  make  progress  on  their  budget 
deficit,  and  they  need  to  keep  pressing 
Japan  to  stimulate  its  economy.  Tokyo's 
recent  decision  to  cut  taxes  for  three 
years  is  positive  because  it  should  in- 
crease consumption.  But  by  itself,  that 
probably  won't  have  a  big  impact  on 
Japan's  import  of  U.  S.  goods. 

In  the  end,  the  U.  S.  shouldn't  for- 
sake pressure  tactics  of  the  traditional 
sort.  But  it  can't  rely  exclusively  on 
them,  or  on  the  hope  that  such  macro- 
economic  factors  as  a  strong  yen  or 
slightly  improved  growth  in  Japan  will 
narrow  the  trade  gap.  A  more  compre- 
hensive, systematic  approach  is  required. 
To  redress  an  imbalance  that's  been 
building  for  years,  the  U.  S.  will  have  to 
attack  the  very  structure  of  an  increas- 
ingly complex  relationship. 

By  Robert  Neff  in  Tokyo,  with  Douglas 
Harbrecht  in  Washington 
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AUTOS  I 


IS  THE  JINX 
FINALLY  OFF  JAGUAR? 


Ford  is  about  to  learn  if  new  models  can  redeem  a  $4  billion  investment 


THE  XJR:  FORD 
REBUILT  THE 
ENGINE  FOR 
POWER  AND 
RELIABILITY 


At  a  Sept.  26  reception  in  Lon- 
don's Mayfair  district,  customers 
of  a  local  Jaguar  dealership 
quaffed  champagne  as  they  eyed  the 
British  carmaker's  first  new  model  in 
eight  years.  The  guests  loved  the  curvy 
restyling  of  the  XJ  sedan,  but  even  these 
loyalists  wondered  if  it  was  free  of  the 
mechanical  glitches  that  have  often  made 
owning  a  Jag  an  exercise  in  upper-class 
masochism.  "I've  had  a  dreadful  experi- 
ence with  my  current  car,"  confided  Mar- 
tin S.  Harrison,  whose  Jaguar  was  in 
and  out  of  the  shop  for  five  years  before 
it  ran  smoothly.  "Only  time  will  tell  if 
this  one  will  be  more  reliable." 

Ford  Motor  Co.  certainly  hopes  it  will 
be.  Since  buying  Jaguar  Cars  Ltd.  for 
$2.6  billion  in  1990,  it  has 
spent  plenty  more  to 
streamline  factories  and 
absorb  heavy  charges  for 
massive  layoffs.  Total  in- 
vestment by  Ford  so  far: 
almost  $4  billion.  Total 
profits:  none. 

As  the  first  new  prod- 
uct to  come  out  of  Jaguar 
since  the  takeover,  the  XJ 
sedan  must  reverse  that 
dismal  trend.  The  company 
also  plans  to  roll  out  a  new 
sports  coupe  in  1996,  fol- 
lowed by  a  smaller,  higher- 
volume  sedan  to  rival 
BMW's  5-series  car  in  1997. 
But  before  all  that  can 
happen,  explains  Jaguar 
Chairman  and  CEO  Nicho- 
las V.  Scheele,  "we've  got 
to  return  Jaguar  to  the  black  on  the 
back  of  this  car." 

A  SLEEK  BODY.  Fortunately  for  Scheele, 
analysts  think  the  XJ  will  increase  Jag- 
uar sales  by  7,000  cars  in  1995,  to  39,000 
worldwide,  and  turn  at  least  a  small 
profit  on  estimated  sales  of  $2.2  billion 
(charts).  They  figure  the  XJ,  which  suc- 
ceeds the  eight-year-old  XJ6  and  will 
probably  account  for  85%  of  sales,  will 
attract  buyers  with  a  redesigned  body. 
The  rounded  styling  harks  back  to  the 
first  Jaguars  designed  by  Sir  William 
Lyons,  the  company's  founder. 

Just  as  important,  a  249-horsepower 
engine,  designed  for  greater  reliability 
and  strength,  should  be  a  big  selling 


point.  Jaguar  has  overhauled  the  car's 
temperamental  electrical  and  cooling  sys- 
tems and  changed  some  2,000  parts. 
"This  is  not  just  a  face-lift,"  says  D.  Gar- 
el  Rhys,  director  of  the  Center  for  Auto- 
motive Research  at  Cardiff  University. 
"It's  a  major  reworking."  A  limited-pro- 
duction version  of  the  sedan,  the  XJR, 
sports  a  326-horsepower  engine. 

The  profitability  of  the  XJ,  which  will 
sell  for  $53,400  and  up  in  the  U.  S.,  will 
also  benefit  from  Ford's  leaner  produc- 
tion methods,  which  have  lowered  the 
breakeven  point  at  Jaguar  from  50,000 
to  about  35,000  cars  a  year.  Ford  has  re- 
placed the  40-year-old,  two-track  assem- 
bly line  at  the  Browns  Lane  plant  in 
Coventry  with  a  single  line  that  can  pro- 


ahead  of  BMW  and  Mercedes-Benz,  ar 
up  from  25th  three  years  ago. 

Although  it's  too  early  to  gauge  cu 
tomer  reaction,  Jaguar's  dealers  are  ho; 
ing  the  new  model  will  bring  back  th 
glory  days.  They  also  appreciate  Ford 
zeal.  When  members  of  Jaguar's  U. 
National  Dealer  Advisory  Council  wei1 
asked  for  input  on  the  new  XJs  in  199: 
they  insisted  the  carmaker  needed  1 
boost  quality,  says  Martin  R  Bennet 
owner  of  Thoroughbred  Motorcars  In 
in  Nashville  and  head  of  Jaguar's  Natio: 
al  Dealer  Advisory  Council.  "Fortunah 
ly,  we  were  pushing  on  an  open  door 
he  says. 

strategic  risk.  Still,  Jaguar  faces  pie: 
ty  of  challenges  as  it  battles  its  wa 
back  into  the  crowded  luxury  marke 
BMW  and  Mercedes  will  both  begin  pre 
ducing  in  the  U.  S.  soon,  lowering  thei 
costs  and  bringing  them  closer  to  thei 
key  market.  Jaguar  itself  is  likely  t 
build  its  small,  higher-volume  sedar 
code-named  the  X200,  on  a  Ford  plal 
form,  and  shift  most  of  the  production  t 
the  U.  S.  This  strategy  increases  th 
risk  of  cheapening  the  Jaguar  branc 
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duce  25%  more  cars.  Ford's  buying  clout 
also  has  lowered  the  cost  of  parts  for 
Jaguar.  Besides  its  regular  quality  con- 
trol, Jaguar  now  has  special  teams  scour 
1  car  in  10  for  problems. 

The  efforts  have  been  slowly  paying 
off,  even  before  the  new  XJ  was 
launched.  Jaguar's  sales  in  the  U.  S.,  its 
single  biggest  market,  jumped  22%  in 
the  first  eight  months  of  1994.  True, 
they  were  fueled  by  special  leasing  deals 
and  other  incentives.  But  Jag's  share  of 
the  top  tier  of  the  American  market  has 
nearly  doubled,  to  9.9%,  from  1992.  More 
important,  Jaguar's  ranking  in  the  J.  D. 
Power  Associates  Inc.  1994  customer- 
satisfaction  index  has  jumped  to  10th, 


but  Scheele  swears  that  drivers  won'1 
be  able  to  detect  any  difference. 

A  larger  question  is  how  long  it  wil 
take  to  prove  that  Jaguar  was  a  good  in 
vestment  for  Ford.  Most  analysts  be 
lieve  that  even  if  the  new  XJs  are  a  big 
hit,  Ford  won't  realize  a  decent  returr 
on  its  $4  billion  until  the  turn  of  the 
century— at  the  earliest.  Some  competi 
tors  are  more  skeptical.  "Jaguar  is  i 
great  name  in  the  auto  industry,"  say: 
the  chairman  of  a  rival  German  autc 
company.  "But  I  wonder  if  Ford  will 
ever  get  its  money  back."  Ford  and  its 
rivals  will  soon  start  finding  out. 

By  Julia  Flynn  in  Coventry  and  James 
B.  Treece  in  Detroit,  with  bureau  reports 
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GX  Global:  Investing  in  the 
Pacific  Rim  since  1971. 


hen  G.T  Global  opened 
its  first  office  in  the 
Pacific  Rim,  investing 
)road  was  a  foreign  concept  for  most 
,S.  investors.  The  case  for  investing  in 
lat  dynamic  region  was  strong  then; 
e  believe  it's  even  stronger  now. 

RAPID  GROWTH... 

The  Pacific  Rim  offers  expanding 
idustrial  capabilities  and  rapid  econom- 

growth.  South  Korea,  for  example, 
»sts  an  industrial  base  considered 
:cond  only  to  Japan's  in  Asia.  Taiwan's 
DP  has  grown  more  than  6%  a  year 
in  average)  for  the  last  two  decades! 
Tiile  past  economic  growth  does  not 
redict  future  performance,  we  believe 
le  region's  low  wages  and  skilled  work 
irce  will  continue  to  —————— 

tract  companies 


'    *T:  1 
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Pacific  Rim  Savings  Rates 

Per  U.S.  $100  of  Income 


)  the  Pacific  Rim. 

...AND  HIGH 
DOMESTIC 
SAVINGS... 

Strong  economic 
rowth  increases 
'ealth  in  the  Pacific 
im,  and  many  citi- 
2ns  have  become  — — — — — — 

i'id  savers.  Singaporeans,  for  example, 
ive  an  astonishing  $46.90  from  every 
100  of  income!* 

..MAY  DRIVE  MARKETS  HIGHER. 

This  combination  of  growth  and  high 
wings,  we  believe,  can  fuel  Asian  mar- 


Hong 

Kong 
$34.00 


U.S.  $15.00 


kets.  In  just  one  decade  (1983-1993), 
capitalization  of  Pacific  Rim  stock  mar- 
kets grew  almost  six-fold,  from  over 
$600  billion  to  $3.8  trillion! 

Investing  in 
the  Pacific  Rim 
demands  local 
market  expertise 
and  global  experi- 
ence. G.T  Global 
professionals 
work  from  offices 
in  Hong  Kong, 
Singapore,  Syd- 
ney, and  Tokyo. 
And  we've  been 


If  you  are  considering  investing  in 
the  Pacific  Rim -or  anywhere  else  in 
the  world-consult  your  financial 
advisor  or  call  G.T  Global. 


WHEN  YOU  INVEST  FOR  YOUR 
FUTURE,  THINK  GLOBAL... 
G.T.  GLOBAL. 


articulating  a  clear  view  of  the  world 
since  1969.  Our  professionals  are 
experts  in  international  investing,  and 
carefully  consider,  as  all  investors 
should,  the  impact  on  global  markets 
of  currency  fluctuations  and  economic 
and  political  change. 


GX  GLOBAL 

1-800-824-1580 

50  California  Street,  27th  Floor 
San  Francisco,  CA  94111 

LONDON    HONGKONG    SINGAPORE    TOKYO    SYDNEY    SAN  FRANCISCO 


Morgan  Stanley  Capital  International,  1993.     i Pacific  Economic  Digest.  December  1993. 

ou  will  receive  a  free  guide  to  the  G.T.  Global  New  Pacific  Growth  Fund  or  the  G.T.  Global  Japan  Growth  Fund  with  a  prospectus  containing  more  complete 
iformation,  including  charges,  expenses,  and  the  risks  associated  with  global  and  emerging  market  investing,  including  political  and  currency  risks.  Please  read 
le  prospectus  carefully  before  investing.  G.T.  Global  Financial  Services,  Inc.,  Distributor.  Earth  images  ©1994  C.E.  Henderson,  Gualala.  Calif. 


The  new  AS/400. 

Black  goes  with  everything. 


If  your  business  plan  includes  client/server  computing, 
rest  assured  that  the  new  AS/400®  Advanced  Series  will 
coordinate  impeccably.  Everything  about  it  is  designed 
with  a  new  openness  and  interoperability,  to  thrive  in 
client/server  environments.  There's  open  client  access,  to 
serve  OS/2®  Windows,"  DOS,  Macintosh  or  UNIX®  sys- 
tems with  equal  case  and  security.  Powerful  features  that 
provide  open  database  access  and  protocol-independent 
networking  are  built  in.  There's  a  wide  choice  of  AS/400 
Advanced  Servers— high  performance  processors  fine- 
tuned  for  client/server  duty.  And  thousands  of  AS/400 
client/server  applications  are  ready  today.  Jn  short,  the 
new  AS/400  is  so  easy  to  implement  and  manage,  it  rep- 
resents a  new  generation '% client/server  computing:  a  yV 
system  designed  to  stand  out*  even  as  it  blends  in.  For 
additional  information,  call  I       IBM -6676,  ext.  64 1. 

IBM.'te/400'and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 
WindoWff.rsa  trademark  ot  Microsoft  Corporation  UNIX  is  a  registered  trademark  of  UNIX  System 
Laboratories,  Jnc  Macintosh  is  a  registered  trademark  of  Appl6t"Corhputer.  Inc.  ©1994  IBM  Corp. 
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CANADA:  WHY  CHRETIEN  STANDS 
'ON  THE  EDGE  OF  A  PRECIPICE' 


B 


ill  Clinton  must  envy  Canadian  Prime  Minister  Jean 
Chretien's  popularity:  After  nearly  a  year  in  office, 
the  affable  Chretien  still  enjoys  a  60%  approval  rating. 
But  now,  it's  crunch  time.  With  international  investors  breath- 
ing down  his  neck,  he  is  finally  being  forced  to  grapple  with 
Canada's  two  toughest  problems:  massive  debt  and  resur- 
gent Quebec  separatism. 

In  early  October,  Chretien's  government  is  expected  to 
unveil  long-delayed  proposals  to  overhaul  Canada's  costly  so- 
cial safety  net.  Cutbacks  are  likely  to  hit  everything  from 
hefty  unemployment  benefits  to  subsi- 
dized college  educations.  So  central  are 
such  programs  to  Canadian  identity  that 
Chretien's  plans  are  sure  to  spark  a  huge 
fight.  But  Canada  can  no  longer  afford 
the  massive  deficits  piled  up  by  social 
spending,  business  leaders  warn.  After  a 
"quarter  century  of  fiscal  abuse,"  says 
A.  L.  Flood,  CEO  of  Canadian  Imperial 
Bank  of  Commerce,  "we  stand  on  the 
edge  of  a  precipice." 
red  ink.  The  danger  of  falling  off  was 
signaled  recently  by  Moody's  Investors 
Service,  which  stripped  Canada  of  its 
AAA  rating  on  foreign-currency  debt. 
In  effect,  Chretien's  hand  is  being  forced 
by  what  Sherry  Cooper,  chief  economist 
at  Nesbitt  Burns  Economics,  calls  "one  of 
the  worst  deficit  and  debt  records  in  the  industrialized  world" 
(chart).  The  debt  has  made  Canada  highly  vulnerable  to  the 
opinion  of  Wall  Street  investors  and  other  foreigners  who  fi- 
nance more  than  40%  of  it.  With  10-year  real  bond  yields 
close  to  9%,  vs.  4.7%  in  the  U.  S.,  Canada's  debt-service  costs, 
which  already  devour  25%  of  Ottawa's  budget,  are  ballooning. 

Quebec's  separatists  are  digging  in,  however,  to  resist 
Chretien's  financial  fix.  They  took  power  on  Sept.  26,  and  they 
are  likely  to  view  slashes  in  joint  federal-provincial  social 
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programs  as  unwarranted  interference  from  Ottawa.  Nev 
Premier  Jacques  Parizeau  is  already  vowing  to  boycott  th( 
talks  that  Chretien  hopes  will  build  a  national  consensus  foi 
his  reforms. 

In  English-speaking  Ontario,  too,  socialist  Premier  Bol 
Rae  will  oppose  cost-cutting  plans  on  the  eve  of  the  election  h( 
must  call  in  1995.  And  organized  labor,  which  is  more  power 
ful  in  Canada  than  in  the  U.  S.,  is  hopping  mad. 
dire  vision.  What  business  fears  is  that  the  economy  could  hi 
the  wall  as  soon  as  1997  if  spending  isn't  cut  sharply  nov 
Warns  J.  Edward  Newall,  CEO  of  Nov; 
Corp.  of  Alberta  and  chairman  of  th( 
Business  Council  on  National  Issues:  "I: 
we  continue  on  our  present  course,  oui 
deficits  will  skyrocket  out  of  control"  ir 
the  next  recession.  That  could  spark  a  fi 
nancial  crisis  in  which  "we  will  lose  con 
trol  over  our  own  destiny,  and  our  eco 
nomic  action  plan  will  be  dictated  by  the 
International  Monetary  Fund,"  he  adds. 

To  head  off  that  danger,  Finance  Min- 
ister Paul  Martin  Jr.  vows  to  slash  the 
deficit  to  around  $19  billion,  or  3%  oi 
gross  domestic  product,  by  fiscal  199( 
"come  hell  or  high  water."  To  get  there 
Chretien  is  expected  to  suggest  major 
reductions  in  Canada's  $13  billion  unem- 
ployment-insurance program  and  deep 
cuts  in  federal  grants  to  universities.  While  he  may  skirt  a  di- 
rect attack  on  the  health-care  system,  federal  aid  cuts  are  al- 
ready forcing  provinces  to  close  hospitals  and  curtail  services.  \t 

International  investors  are  watching  closely.  Despite  the 
high  yields  on  Canadian  debt,  Canada's  dollar  is  trading 
around  U.  S.  74<P,  close  to  its  eight-year  low  of  around  12$  \ 
That's  stark  enough  evidence  that  the  nation's  fiscal  mess  is 
exacting  a  high  toll— no  matter  what  Chretien  decides  to  do. 

By  William  C.  Syrnonds  in  Toronto 
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ANOTHER  BLOW  TO  MEXICO  

Mexico's  transition  to  a  more  open 
democracy  is  turning  out  to  be 
bloodier  than  anyone  had  imagined.  On 
Sept.  28,  in  this  year's  second  shocking 
assassination,  a  gunman  killed  Jose 
Francisco  Ruiz  Massieu,  48,  the  secre- 
tary-general of  the  ruling  Institutional 
Revolutionary  Party  (PRI).  Last  March, 
the  pri's  presidential  candidate,  Luis 
Donaldo  Colosio,  was  killed  by  a  gun- 
man while  campaigning  in  Tijuana. 
Ruiz  Massieu,  a  close  collaborator  and 
former  brother-in-law  of  President  Car- 
los Salinas  de  Gortari,  was  machine- 
gunned  in  daylight  in  Mexico  City.  He 
was  slated  to  be  the  pri's  majority 


leader  in  the  Chamber  of  Deputies. 

The  murder  dimmed  a  surge  of  opti- 
mism over  prospects  for  stability  fol- 
lowing August's  elections— and  sent  jit- 
ters through  Mexico's  bolsa.  Observers 
believe  the  killing  reflects  a  battle  be- 
tween PRI  reformers  and  hard-liners 
for  party  control— a  contest  sharpened 
by  the  vast  opportunities  for  corruption 
open  to  officeholders.  Ruiz  Massieu  had 
been  working  closely  with  President- 
elect Ernesto  Zedillo  Ponce  de  Leon 
on  ways  to  reform  the  party  so  that  it 
would  no  longer  be  closely  linked  to 
the  government,  as  it  has  been  during 
65  years  of  monopoly  rule. 

By  contrast,  PRI  hard-liners  viewed 
Zedillo's  victory  in  the  Aug.  21  elec- 


tions as  justification  for  maintaining 
the  status  quo.  Just  one  day  before 
Ruiz  Massieu's  death,  the  PRl's  reform 
wing  had  announced  the  start  of  con- 
sultations with  PRI  members  on  steps 
to  modernize  the  party.  Further  chal- 
lenging the  old  guard,  election  officials 
a  week  before  had  overturned  PRI  vic- 
tories for  the  Monterrey  mayorship 
and  for  two  federal  Congress  seats, 
awarding  the  posts  to  candidates  from 
the  two  major  opposition  parties. 

Miguel  Angel  Granados  Chapa,  one 
of  the  six  citizen  board  members  of 
the  Federal  Electoral  Institute  that 
oversees  elections,  minced  no  words: 
"This  is  part  of  a  power  struggle  with- 
in the  PRI." 
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If  just  thinking  about  your  HMO 
makes  you  queasy,  it  may  be  time  to  look 
at  your  options.  Or  better  yet,  at  ours. 

Because  at  Blue  Shield  of  California, 
we  recognize  the  individual  needs  of 
companies.  Even  if  your  company  has 
more  than  1,000  individuals. 

With  features  like  HMO/USA:  A 
nationwide  network  of  doctors  affiliated 
with  Blue  Shield  plans  across  America 
that  covers  traveling  employees  (as  well 
as  family  members  who  live  out  of  state). 
So  if  they  get  sick  outside  of  California, 
they  don't  have  to  go  to  an  emergency 
room.  Unless,  of  course,  it  is  an  emergency. 

To  learn  more,  just  call  your  broker, 
consultant  or  1-800-910-1010. 

You'll  find  we  also  have  plans  loaded 
with  options  for  the  needs  of  smaller 
businesses.  So  you  know  that  even  if  you 
don't  have  the  clout  of  a  huge  corpora- 
tion, you  still  have  pull  with  us. 

THE  SHIELD  HEALTH  PLANS 
Blue  Shield        of  California* 

We  make  a  difference. 


*An  independent  Member  of  the  Blue  Shield  Associat.cn. 
©  1994  Blue  Shield  of  California. 
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RUSSIA'S 
NEW  CAPITALISM 

IT'S  STILL  CHAOTIC,  BUT  PRIVATE  COMPANIES  ARE  FORGING  A  VITAL  ECONOMY! 


I  n  1990,  some  recent  graduates  of  the 
I  Moscow  Aviation  Institute  gathered 
H  for  a  gripe  session  on  the  Soviet  air- 
line industry.  They  found  plenty  to  talk 
about.  Aeroflot,  the  huge  state  monopo- 
ly, was  an  international  joke,  with  atro- 
cious service  and  a  plummeting  safety 
record.  It  was  hardly  the  place  where 
the  young  grads,  whose  average  age 
was  27,  wanted  to  spend  the  next  35 
years.  So  why  not  start  an  airline,  some- 
one suggested. 

Four  years  later,  this  small  group  of 
dreamers  runs  Transaero,  an  airline  that 
is  growing  with  extraordinary  speed. 
Starting  with  just  one  flight  a  week, 
the  carrier  now  operates  leased  Boeing 
jets  on  75  flights  a  week  to  such  di- 
verse spots  as  Tel  Aviv  and  Tashkent. 
With  British  Airways  and  Air  France 
training  its  flight  attendants,  Transaero 
plans  to  double  its  flights  next  year.  By 
1997,  the  upstart  hopes  to  be  taking 
Russian  tourists  to  Disney  World,  near 
Orlando.  Says  Transaero's  President  Al- 
exander Pleshakov:  "We  have  been  able 
to  achieve  the  almost-impossible  in  Prus- 
sia: offer  first-class  service." 

Transaero  is  just  one  of  thousands  of 
new,  private  Russian  companies  that 
are  emerging  from  the  collapsed  Soviet 
economy.  In  a  number  of  key  sectors- 
transportation,  retailing,  high  tech,  fi- 
nance, and  many  others— Russian  en- 
trepreneurs are  laying  the  foundations 
of  a  private  economy. 

The  new  entrepreneurs  have  deliber- 

M  A  NUFACTURI  N  G 

Alexander  Panikin 
Head,  Paninter 

REVENUE:  $3  MILLION 

Workers  put  out  a  million  pieces 
of  clothing  a  year— and  earn  twice 
what  a  state  plant  would  pay 
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y  sought  low  profiles  to 
id  shakedowns  from 
ashnikov-toting  mafiosi 
to  escape  greedy  and 
"upt  tax  inspectors  from 
scow.  Some  of  them 
n  have  to  establish  their 
i  security  forces.  And 
ause  Russia  does  not  yet 
e  fully  developed  ac- 
nting  and  disclosure 
idards,  few  private-sec- 
operators  are  eager  to 
Jose  their  revenues.  But 
le  have  already  built 
stantial  businesses  with 
jsands  of  employees  and 
fits  in  the  tens  of 
ions. 

'hese  companies  aren't 
ly  to  absorb  workers  in 
ir  50s  or  60s  who  have  been  subject 
dramatic  cutbacks  in  their  working 
rs— and  pay— at  failing  state  enter- 
>es.  But  the  evidence  is  growing  that 

efforts  of  these  businesspeople  may 
just  enough  to  bring  Russia's  dra- 
;ic  economic  slide  to  a  halt.  Even  the 
rly  pessimistic  official  numbers  show 
duction  bottoming  out,  inflation  fall- 
,  and  personal  income  and  savings 
ring.  Even  the  continued  uncertainty 
t  the  value  of  the  sinking  ruble 
n't  been  great  enough  to  stamp  out 

increase  in  private-sector  activity. 
3  are  witnessing  a  turnaround,"  says 
;or  Gaidar,  the  radical  reformer  and 
ner  Deputy  Prime  Minister  who  fell 
n  power  when  voters  rejected  his 
ck  therapy  in  1993. 
jng  mavericks.  Everyone  acknowl- 
es  that  Russia  still  has  a  long  way  to 
Roughly  60%  of  the  measurable  econ- 
f,  including  some  sectors 
>oth  the  old  state-owned 
[  the  newly  privatized 
ere,  is  deeply  troubled 
)le).  But  the  other  40% 
the  economy  is  healthy 

meeting  payrolls.  "The 
"ket  economy  is  develop- 
faster  than  most  people 
lk,  and  it's  larger  than 
st  people  think,"  says 
liel  Yergin,  a  specialist 
Russia  and  president  of 
nbridge  Energy  Re- 
rch  Associates  Inc. 
lussia's  highly  successful 
vatization  program  has 
n  a  big  factor.  President 
•is  Yeltsin  and  his  co- 
ts have  stuck  with  this 
gram,  shrugging  off  both 
nestic  and  Western  carp- 
.  In  just  under  three 
irs,  more  than  70,000 
te  enterprises  have  been 
least  partly  privatized, 


SERVICES 


Alexander  Pleshakov 

Founder,  Transaero 

REVENUE:  $19  MILLION 

The  airline  operates  leased 
Boeing  jets  on  75  flights  a  week 
and  plans  to  double  that  soon 

and  at  least  18,000  new  private  compa- 
nies have  been  formed.  By  comparison, 
notes  Roger  Gale  of  International  Fi- 
nance Corp.'s  Moscow  office,  "there  were 
less  than  8,000  companies  privatized 
worldwide"  from  1980  to  1989. 

The  result  has  been  sweeping  change 
in  large  swaths  of  the  economy.  Some 
90%  of  small  businesses  are  now  in  pri- 
vate hands.  Two  out  of  every  three 
workers  in  core  industries  now  work 


RUSSIA  IN  TRANSITION 


THE  OLD  ECONOMY 
IS  WEAKENING... 

►  Heavy  manufacturers, 
with  $48  bill  ion  in  unpaid 
bills,  are  screaming  for 
government  credits 

►  The  agricultural  sector  is 
in  deep  trouble,  facing  the 
worst  harvest  in  decades 

►  The  weapons  industry, 
lacking  orders,  is  in  crisis 

►  Factories  are  slashing 
workers'  hours  and  pay 

0/  of  the  economy, 
0  both  public  and 
private,  is  troubled 


...BUT  A  PRIVATE  SECTOR 
IS  EMERGING 

►  90%  of  small  companies 
are  in  private  hands 

►  80%  of  service-sector 
companies  are  private 

►  Overall,  70%  of  the  total 
economy  is  privately  held 

►  Employment  is  rising 
rapidly;  two-thirds  of  jobs  in 
core  industries  are  in  the 
private  sector 

a  f\Q/  of  the  economy, 
T  U  /O  both  public  and 
private,  is  growing 


for  private  companies. 
Shareholders  and  managers 
have  been  empowered. 

Spearheading  the  big 
switch  are  a  diverse  group 
of  young  Russians.  Some 
are  maverick  entrepreneurs 
who  got  started  in  dusty 
backwaters  of  the  old  So- 
viet empire.  Others  are 
well-connected  Muscovites 
with  backing  from  the  for- 
mer Communist  Party  or 
the  KGB.  Many  are  academ- 
ics or  engineers  who  be- 
came fed  up  with  the  pin 
money  the  state  system 
paid  them. 

It's  not  easy  to  measure 
exactly  how  much  this 
group  is  contributing  to  the 
economy,  officially  pegged  at  $130  billion. 
Everyone  agrees  their  output  doesn't 
show  up  in  the  official  numbers.  "The 
cash  economy  is  huge:  40%  to  50%  of  in- 
come is  unreported,"  says  Alexander  S. 
Bevz,  executive  director  of  the  Civil  So- 
ciety Foundation.  Russia  is  like  a  typical 
Latin  American  country  with  90%  poor, 
10%  middle  class,  and  1%  superrich.  But 
the  situation  is  dynamic.  He  adds:  "The 
middle  class  is  growing  rapidly,  and 
statistics  don't  show  its  strength." 
spreading  cash.  The  new  business  class 
tends  to  be  staunchly  nationalistic.  In 
politics,  they  spread  their  money  around 
centrist  and  reformist  parties— shunning 
the  former  Communists  as  well  as  such 
hardliners  as  right-wing  extremist  Vlad- 
imir V.  Zhirinovsky.  The  entrepreneurs 
aren't  anti-Western,  but  they  are  learn- 
ing to  use  their  newfound  political  clout 
to  protect  their  turf  from  foreign  com- 
petitors. Last  year,  for  ex- 
ample, the  big  rubles  that 
bankers  contributed  to 
Gaidar's  reformist  Russia's 
Choice  party  helped  per- 
suade him  to  slap  restric- 
tions on  foreign  banks.  En- 
trepreneurs are  also  lob- 
bying hard  for  more  favor- 
able tax  regimes  and  com- 
mercial codes. 

Still,  the  emergence  of  a 
legitimate  private  sector  is 
creating  more  opportunities 
than  barriers  for  Western 
interests.  After  years  of 
disappointment,  U.  S.  and 
British  money  managers, 
including  PaineWebber,  Sal- 
omon Brothers,  and  Lon- 
don-based Robert  Fleming 
and  Morgan  Grenfell  are 
setting  up  funds  in  Russia 
and  scouring  the  country 
for  buying  opportunities. 
This  year  foreign  invest- 
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NATIONWIDE 
INSURANCE 


®  Nationwide  is  on  your  side 


lou  may  not  know  it, 
but  you  use  Unisys  products 
and  services  every  day 


The  next  time  you  cash  a  check, 
erve  a  space  on  a  plane  or  make  a 
3phone  call,  you  probably  won't  be 
iking  about  us.  But  the  fact  is,  you  can 
all  those  things  more  quickly  and  easily 
lause  we've  been  thinking  about  you. 

We're  Unisys-one  of  the  major  infor- 
tion  services  and  technology  providers 
the  world.  And  our  solutions  help  all 
ds  of  companies-like  the  ones  whose 
uliar  names  you  see  here -provide  you 
,h  better  products  and  better  service. 

In  fact,  helping  our  clients  serve 
sir  customers  better  is  the  guiding  prin- 
le  behind  almost  everything  we  do  at 
isys.  We  call  it  our  customerize 
ilosophy.  It  results  in  solutions  that 


help  organizations  extend  the  power  of 
information  all  the  way  to  the  points  of 
customer  contact.  Which  means  they  can 
be  more  responsive  to  what  customers 
like  you  really  want. 

Right  now,  Unisys  serves  over  80 
percent  of  the  world's  leading  banks... 
over  140  airlines.. .over  1,600  government 
agencies.. .and  35  of  the  world's  largest 
telecommunications  companies.  That 
adds  up  to  a  lot  of  people  like  you  experi- 
encing the  many  advantages  of  our 
customer-focused  way  of  doing  business. 

UNiSYS 

We  make  it  happen. 


So  if  using  the  products  and  services 
of  these  companies  helps  make  your  life 
easier  and  more  enjoyable,  it  pleases  us, 
too.  Because  Unisys  is  behind  each  one  of 


CUS'tonveMZe\  kus'-ta-ma-rize'  \  vt 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE,  BUSINESS- 
CRITICAL  SOLUTIONS.  REVENUE  GENERATION 


them.  Call  us  at  1-800-874-8647,  ext.  22. 
See  how  we  can  help  make  your 
organization  well  known  for  creating 
something  truly  valuable  in  business: 
satisfied  customers. 


'94  Unisys  Corporation 
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ment  should  reach 
billion,  three  times  what 
it  was  in  1993,  says  pri- 
vatization boss  Anatoli 
Chubais. 

About  15  blue-chip 
companies  in  Russia,  in- 
cluding the  nationwide 
phone  company  Rostele- 
com,  utility  United  En- 
ergy System,  and  oil  gi- 
ant Lukoil  are  already 
drawing  in  cash  from 
such  savvy  investors  as 
CS  First  Boston  Group 
Inc.  Big  money  manag- 
ers such  as  Mark  Mobi- 
us,  portfolio  manager  of 
the  Templeton  Emerg- 
ing Markets  Fund,  are 
also  attracted  to  the 
Russian  private  sector. 
Mobius  thinks  Russia's 
huge  privatization  pro- 
gram could  eventually 
help  it  to  rival  China  as 
an  investment  play. 
stature  gap.  What  dis- 
tinguishes the  new  pri- 
vate-sector entrepren- 
eurs from  the  con  men 
and  thugs  is  that  they 
are  making  real  invest- 
ments and  creating  sta- 
ble employment.  Many 
of  their  owners,  includ- 
ing Alexander  S.  Pani- 
kin,  proprietor  of  a 
Moscow-based  textile 
company  called  Panint- 
er,  are  taking  advantage 
of  an  abundance 
cheap,  skilled  labor.  Panikin,  a  44-year- 
old  former  theater  manager,  made 
enough  money  trading  goods  in  the  Gor- 
bachev era  to  set  up  a  tiny  establish- 
ment with  six  sewing  machines  in  1989. 

Now  he  employs  1,000  workers  who 
tend  top-quality  German  looms  and 
churn  out  a  million  pieces  of  clothing  a 
year.  Panikin  doesn't  squeeze  his  em- 
ployees the  way  some  of  the  new  entre- 
preneurs do.  He  pays  them  twice  the 
usual  $100-a-month  state  rate— if  the 
state  pays  at  all.  "To  sell  oil  abroad  is 
simple,"  he  explains.  "You  bribe  someone 
in  government.  But  to  produce  and  man- 
ufacture something— that  takes  a  lot  of 
talent  and  work." 

There  are  also  a  host  of  companies 
taking  advantage  of  Russia's  large  ca- 
dre of  talented  programmers  and  soft- 
ware engineers.  Moscow-based  Para- 
graph, for  instance,  has  supplied  the 
technology  for  handwriting-recognition 
software  for  Apple  Computer  Inc.'s 
Newton  Notepad.  "At  the  time,  they 


BANKING 

Mikhail  Hodorovsky 
Head,  Menatep  Bank 

ASSETS:  $1  BILLION 

The  31-year-old  banker  has 

carved  out  a  niche  by 
lending  to  textile  factories 

had,  and  still  have,  the  best  cursive 
handwriting  recognition  available,"  says 
Sandy  M.  Benett,  a  senior  engineering 
manager  in  Apple's  Personal  Interac- 
tive Electronics  Group. 

Paragraph's  workers  shuttle  from 
Moscow  to  their  U.  S.  office  in  Sunny- 
vale, Calif.  The  company  was  formed  by 
a  group  of  blue-jeaned  computer  jocks 
from  Moscow  State  University  who  got 
together  on  weekends  to  teach  children 
about  the  machines.  They  have  let  Ma- 
trix I,  a  venture-capital  group  based  in 


Boulder,  Colo.,  buy 
50%  stake.  Today,  workf 
ing  out  of  a  casual  Mosf 
cow  office,  Paragraph 
specializes  in  such  rare 
fied  applications  a 
multimedia  and  digital 
photography. 

One  of  the  most  coml 
pelling  questions  abou 
the  new  private-secto 
players  is  whether  the^ 
will  grow  enough  ii 
stature  to  emerge  a 
big  players  in  heavy  in 
dustries  and  energy.  S< 
far,  the  answer  is  tha 
upstarts  haven't  beei 
able  to  achieve  tha 
size.  But  they  are  abl< 
to  take  pieces  of  the  ok 
system  and  fashioi 
them  into  something 
new— and  private.  Tha 
is  definitely  the  case  ir 
the  energy  field,  when 
the  government  plan: 
to  carve  10  new  giant: 
out  of  its  dying  statt 
dinosaurs. 

So  far,  the  most  in 
triguing  of  these  new 
entities  is  Lukoil,  whicf 
is  a  world  leader  in  oi 
reserves.  Located  in 
beautifully  renovatec 
brick  building  across 
the  street  from  Mos 
cow's  famous  Sandunov 
sky  steam  baths,  th( 
company  now  produces 
about  15%  of  Russia' 
oil  output  and  25%  of  all  the  oil  in  West 
ern  Siberia,  the  nation's  most  important 
oil  patch. 

creative  financing.  While  the  state  stil 
holds  a  majority  stake  in  Lukoil,  it  is 
gradually  relinquishing  control.  CS  First 
Boston  is  one  of  the  foreign  investors 
with  an  early  position.  Lukoil  President 
Vagit  Alekperov,  a  44-year-old  formei 
oil  and  gas  deputy  minister,  says  that 
Lukoil  aims  to  be  a  world  player  like 
Royal  Dutch/Shell  Group  or  Mobil  Corp 

Although  it  still  clearly  has  shortcom 
ings  in  management  and  technology,  Luk 
oil  is  pushing  its  way  into  big-time  proj 
ects  as  an  instrument  of  Russian  foreign 
policy.  Earlier  this  year,  the  Kremlin  em 
ployed  some  hard-knuckled  bargaining  to 
persuade  the  government  of  Azerbaijan 
to  grant  Lukoil  a  10%  share  in  a  $9  billion 
project  offshore  in  the  Caspian  Sea  led  by 
British  Petroleum  Co.  and  Amoco  Corp 

Many  observers  thought  that  the 
biggest  obstacle  to  the  emergence  of  a 
private  sector  in  Russia  would  be  fi 
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SPECIAL  REPO 


Vhat  if  someone  Found  a  way  to  convert  some  of 
ur  chemical  waste  into  6ll6rQy  f 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION 


In  just  one  year,  the  member  companies  of  the  Chemical  Manufacturers  Association 
captured  over  one  billion  pounds  of  toxic  chemical  waste  for  conversion 
to  energy.  It's  not  the  whole  answer,  but  it's  a  start.  Find  out  how  our  180 
members  and  partners  are  working  for  change.  Call  1-800-624-4321. 


ft 

ftESPONSIBLE  CARE 


Italy 


In  d  i  v  id  u  a  1  it  y 


First  And  Business  Class  To  Europe  and  Business  Class  to  Europe.  With  new  dining  options  tailored  to 
How  alike  we  are,  and  yet  how  different  That's  why  American  is  personal  schedules  and  tastes.  A  staff  trained  toanticipate  and 
pleased  to  announce  the  most  individualized  service  ever  in  First  respond  to  singular  needs.  And  priority  check-in  and  baggage 


'ling  that  give  priority  to  your  valuable  time.  Because  while 
V  thousands  of  people  to  Europe  daily,  when  it  comes  to 
?ciating  your  individuality,  we  couldn 't  he  more  American 


AmericanAirlines 

Something  special  to  Europe!" 


TECHNOLOGY 

Software  Developers 
Paragraph 

REVENUES:  $4.5  MILLION 

Apple  licensed  technology  for  the 
Newton  from  this  outfit,  which 
now  specializes  in  multimedia 


nancing.  Just  three  years  ago,  Russians 
had  no  securities  markets  and  one  of 
the  world's  most  hidebound  banking 
systems. 

Surprisingly,  however,  private-sector 
Russians  have  taken  to  stock  trading 
and  creative  financing  with  abandon. 
Some  3,000  commercial  banks  have  been 
formed.  To  be  sure,  some  aren't  banks 
at  all  but  shady  finance  companies 
bound  to  tumble  at  any  time.  The  most 
notorious  example  is  MMM,  which  ran  a 
hugely  popular  pyramid  scheme  that  fell 
apart  in  July. 

tight  with  the  kgb?  But  others  are  of- 
fering valuable  services.  Six-year-old  In- 
kombank,  for  instance,  has  become  the 
leader  in  offering  personal  banking  ser- 
vices, such  as  Visa  credit  cards,  and 
also  has  close  ties  to  big  industries,  such 
as  oil.  It  now  has  $1.7  billion  in  assets, 
4,500  employees,  15  Moscow  branches, 
and  offices  in  23  Russian  cities  as  well  as 
Frankfurt  and  Geneva.  The  company  re- 
ports $43  million  in  earnings  for  its  last 
fiscal  year. 

Like  many  of  the  startups  in  other 
industries,  Inkombank  was  the  brain- 
child of  a  young  crowd.  The  average 
age  of  its  directors  is 
33.  "Younger  people  are 
better  able  to  adapt  to 
fast-changing  condi- 
tions," says  the  bank's 
chairman,  38-year-old 
Vladimir  V.  Vinogradov. 
A  stocky  fellow  with 
piercing  blue  eyes,  he 
holds  court  in  his  office 
with  a  huge  Russian 
flag  on  the  wall  and  a 
formidable  plainclothes 
bodyguard  nearby. 

Vinogradov  is  part  of 
a  small  elite  of  wealthy 
young  Russian  bankers 
who  got  started  in  the 
late  1980s  and.  managed 
to  stick  it  out.  Mikhail 
B.  Hodorovsky,  31,  who 
heads  the  $1  billion 
Menatep  Bank,  is  an- 
other star  in  this 
group.  So  is  41-year-old 
Vladimir  A.  Gusinsky. 
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Besides  being  MOST  Bank's  president, 
Gusinsky  also  founded  and  owns  the 
liberal  newspaper  Sevudnaya  ("Today") 
and  the  new  Independent  Television 
Network. 

The  successful  bankers  have  all 
carved  out  very  specific  niches  for  them- 
selves. Menatep  lends  to  textile  facto- 
ries, while  MOST  specializes  in  construc- 
tion and  high  technology.  Another 
important  player,  Stolichny  Bank,  financ- 
es the  aviation  industry. 

Both  Menatep  and  MOST  have  long 


CAN  RUSSIA  PULL  Off  AN 
ECONOMIC  TURNAROUND? 


INFLATION  HAS 
DECLINED  SHARPLY.. 


...ITS  GDP  SHOWS  SIGHS 
OF  RECOVERY... 


WM     CHANGE  IN  C 
DOMESTIC  PR( 
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,„AND  FOREIGN  INVESTMENT  IS  INCREASING 


►  Total  foreign  investment  at  end  of 
1993:  $2.7  billion 

►  Amount  invested  in  1993  alone: 
$1.36  billion 


►  First  eight  months  in  1994:  $1  bi 
lion  invested  in  Russian  equities 

►  Foreigners  investing  at  rate  of 
$500  million  per  month 


DATA:  WORKING  CENTER  FOR  ECONOMIC  REFORM,  OECD,  RUSSIAN  ECONOMICS  MINISTRY,  BW 


been  rumored  to  have  tight  ties  with  for- 
mer KGB  officials  or  to  have  gotten  start-| 
ed  with  Communist  Party  money— charg- 
es both  bank  presidents  deny.  "Do  youl 
think  the  [former]  KGB  chairman  is  going 
to  loan  money  to  a  25-year-old  boy?"  asks 
Hodorovsky,  who  has  the  pelt  of  a  rare| 
Ussuri  tiger  on  the  floor  of  his  office. 

It  doesn't  seem  to  make  any  differ 
ence— even  if  the  charges  are  true 
These  youthful  financiers  are  bullish  on 
the  long  term.  Hodorovsky,  for  exam- 
ple, predicts  his  bank's  assets  will  grow 
at  least  ten  times  by 
2000,  despite  a  widely 
expected  shakeout  of 
weaker  banks.  They  will 
be  an  important  tool  for 
channeling  Russian  sav 
ings  into  the  companies 
that  can  build  a  more 
stable  economy. 

Russian  companies 
may  soon  be  able  to 
use  the  rapidly  devel- 
oping securities  mar- 
kets to  raise  capital. 
Right  now,  organized 
trading  is  limited  to 
only  about  15  of  the 
biggest  companies.  But 
that  is  about  to  change. 
Russia's  new  securities 
commission  is  working 
with  km pc;  Peat  Mar- 
wick  under  contract  for 
the  U.  S.  Agency  for 
International  Develop- 
ment   to    develop  a 
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The  INVESCO  industrial 
Income  Fund  has  been  reeling  in 

GREAT  REPORTS.  UPPER  ANALYTICAL 

Services  ranked  it  the  number 
one  of  51  equity-income  funds 

BASED  ON  TOTAL  RETURN  FOR  THE 
FIVE-YEAR  PERIOD  THAT  ENDED  6/30/94' 

Forbes  listed  it  as  a  "Best  Buy"  in 

THEIR  AUGUST  29.  1994  ISSUE2  AND 
SMART  MONEY  MAGAZINE  WENT  SO 
FAR  AS  TO  CALL  IT  ONE  OF  THE  TEN 
SAFE  BETS  FOR  THE  '90S.3 

OF  COURSE.  PAST  PERFORMANCE 
IS  NO  GUARANTEE  OF  FUTURE  RESULTS. 
BUT  THIS  NO-LOAD  MUTUAL  FUND 
HASN'T  HAD  A  LOSING  YEAR  IN  OVER 
A  DECADE.  AND  IT'S  PAID  A  DIVIDEND 
EVERY  QUARTER  SINCE  1960. 

SO  IF  YOU  HAVE  BIG  PLANS  YOU 
DON'T  WANT  TO  LET  GET  AWAY.  TALK 

to  invesco.  they've  been  helping 
investors  for  over  60  years. 
Call  for  a  prospectus  today. 

IT  COULD  COME  UP  A  WINNER  IF 
YOUVE  BEEN  FISHING  FOR  A  SOLID 
LONG-TERM  INVESTMENT.  INVESCO. 
JUST  ONE  OF  THE  SMART  CHOICES 
YOU'VE  MADE.™ 

INVESCO  INDUSTRIAL 
INCOME  FUND 

ANNUALIZED  RETURN  THROUGH  ]UNE  30.  1994 

ONE  YEAR   3.24% 

THREE  YEAR  1 1  .80% 

FIVE  YEAR   13.85% 

TEN  YEAR  16.55% 

Fifteen  year  16.07% 

TWENTY  YEAR  1  6.54% 


INVESCO  FUNDS 

800-320-4525 
EXT.  333 
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She's  one  of  over  17,500  HP  service  little  to  do  with  our  hardware.  And 
specialists  worldwide.  And  no  matter       everything  to  do  with  your  system. 


HP  works  on  your  side. 


what  hardware,  software  or  network 
your  system  consists  of,  Monique  and 
her  team  are  there  to  take  care  of  it. 

T/inW  HEWLETT 

\\  hatever  services  you  need,  you'll         m>  fiA  PACKARD 

find  that  HP  Service  and  Support  has 


A  St.  Petersburg  prison  for  gangsters  am 
a  Moscow  soup  kitchen:  As  the  private 
sector  gains  momentum,  will  the  crime 
wave  and  social  turmoil  wane? 


U.  S. -style  NASDAQ  electronic-trading 
system  that  will  pump  capital  into 
predominately  small  and  midsize  new 
companies. 

By  yearend,  NASDAQ-type  trading  will 
begin  in  Moscow,  St.  Petersburg,  and 
Ekaterinburg.  Later,  Novosibirsk  in  cen- 
tral Siberia  and  Vladivostok  in  the  Rus- 
sian Far  East  will  join  in.  Because  of 
the  vast  distances  between  cities,  trad- 
ing via  modem  is  critical,  and  some  150 
companies  are  likely  to  go  on  the  sys- 
tem. Russian  savers  are  also  being  of- 
fered other  options  for  their  funds,  in- 
cluding higher  bank  interest  rates  and 
pension  and  mutual  funds.  These  instru- 
ments could  also  help  attract  some  of 
the  estimated  $40  billion  Russians  have 
stashed  away  abroad. 
PRIVATE  SECURITY.  But  when  you  talk 
with  Russian  entrepreneurs,  raising 
money  is  usually  not  at  the  top  of  their 
list  of  problems.  They  are  more  likely  to 
gripe  about  corrupt  bureaucrats,  greedy 
taxmen,  and  mobsters.  Cheating  on  tax 
bills  that  range  up  to  90%  of  profits  has 
become  obligatory. 

So  has  hiring  private  bodyguards  for 
protection  against  mobsters.  In  the  past 
year,  organized  criminals  have  assassi- 
nated scores  of  Russian  executives,  in- 
cluding 17  bankers.  The  police  are  little 
help,  and  many  former  KGB  agents  have 
gone  into  the  private  security  business. 
Some  of  these  private  agencies  resemble 
small  military  units,  and  some  business- 
es are  said  to  have  responded  to  threats 
with  "hits"  of  their  own.  "Our  security 
force  is  as  strong  as  the  organized  crim- 
inal groups,"  says  Valery  Nezerov,  chair- 
man of  the  Hermes  financial  group.  "Un- 


fortunately, we  have  had  to  demonstrate 
our  force." 

Some  executives  believe  that  the 
crime  wave  will  lose  steam  as  legiti- 
mate business  gains  momentum  and 
society  stabilizes.  "There's  a  saying," 
says  Nikolai  Shmelev,  an  economist  at 
the  Institute  for  Europe.  "My  grandfa- 
ther was  a  bandit,  my  father  graduated 
from  high  school,  and  my  son  went  to 
Harvard." 

None  of  these  changes  for  the  better 
means  that  doing  business  in  Russia  is 
simple  or  predictable.  The  revolution 
is  far  from  over;  millions  of  people  face 


to  hire  anyone  who  has  had  more  thai1 
five  minutes'  work  experience  wit! 
Aeroflot,"  says  Sergey  Grachev,  Trans 
aero's  marketing  director. 

So  the  best  option  may  be  for  Yeltsirj 
and  his  cohorts  to  arrange  to  let  tW 
big  state  industries  die  a  very  gradua 
death.  While  the  young  capitalists  will 
ultimately  be  hit  with  high  taxes  foi 
subsidies  and  support  of  retirees,  the 
alternative  of  sudden  wholesale  layoffs  is 
much  worse. 

This  transition  from  old  to  new  coulc 
take  a  decade  or  more  to  play  out.  Anc 
plenty  of  difficulties  remain.  But  the 


Transaero's  Grachev  absolutely  refuses  "to 
hire  anyone  who  has  had  more  than  five  min- 
utes' work  experience  with  Aeroflot" 


uncertain  prospects.  As  long  as  soci- 
ety itself  is  in  turmoil,  entering  the 
Russian  business  world  will  be  an 
adventure. 

Probably  the  biggest  threat  to  Rus- 
sia's developing  a  healthy  economy  is 
the  huge  money-losing  former  state  sec- 
tor, whose  plants  still  employ  more  than 
half  of  the  workforce.  There's  no  way 
the  fledgling  private  sector  can  readily 
absorb  the  millions  of  workers  who  could 
lose  their  jobs  at  weapons  factories, 
white-elephant  steel  mills,  and  played- 
out  coal  mines.  The  private-sector  hot- 
shots  don't  want  these  people  or,  in- 
deed, any  workers  over  40.  "We  refuse 


days  when  Russians  worried  that  their 
entire  society  could  collapse  have  eased, 
While  still  wild  and  chaotic  compared 
with  the  West,  Russia  has  settled  down 
considerably,  giving  its  people  a  badly 
needed  whiff  of  hope.  Russian  capitalism 
is  definitely  taking  hold.  Now,  if  only 
it's  given  the  opportunity  to  grow,  it 
could  help  Russia  achieve  its  unrealized 
potential. 

By  Peter  Galuszka  and  Patricia  Kranz 
in  Moscow  and  Stanley  Reed  in  New  York 


For  information  on  reprints  of  ffiis  Special  Report,  ca 
Business  Week  Reprints  at  609  426-5494,  or  write 
Business  Week  Reprints,  P.O.  Box  457,  Hightstown 
N.J.  08520. 
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SPECIAL  REPOI 


Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who Ve  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who've  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  first  homes. 
We're  committing  a  trillion  dollars  to  help  linance  over  ten  million  homes. 
To  help  people  most  in  need.  We're  opening  a  lot  of  doors. 


Showing  \merica.  \New  Wa)  I  lome. 
ror  more  information  anout  our  efforts  h>  npln  nmnlr  ouprromp  tnp  hnrriprs  to  nompownprshin  r,ill  l-MD-'v-W-Q-M-t 


Us 


Is  connecting  with  customers 
a  real  challenge? 


Now  you  can  get 


The  first  step  to  getting  abend  of  your 
competition  is  to  get  closer  to  your  customers. 

Which  is  why  Sprint  Business  is  introducing 
Real  Solutions.  '  A  new  program  committed  to 
boosting  your  business'  performance. 

It  all  starts  with  a  free,  top-to-bottom 
action  plan  that  will  analyze  where  your 
business  stands.  And  show  you  how  far  ^ 
advanced  communications  can  take  it. 

As  a  Real  Solutions  customer,  you'll 
have  unlimited  access  to  all  the  resources 
of  the  Real  Solutions  Business  Center 
and  our  staff  of  professional  business  consul- 
tants. They'll  work  with  you  on  strategies 


that  will  keep  you  and  your  customers  well 
connected.  And  keep  your  business  growing. 
You'll  also  get  flat-rate  pricing  (to  take  the 
guesswork  out  of  your  monthly 
expenses),  one  simplified  bill  that 
combines  both  voice  and  data 
services,  and  free  software  that 
illows  you  the  convenience  of 
receiving  your  bill  on  a  disk. 
You'll  even  earn  credits  toward 
valuable  business  products  and  services. 
So  call  today.  And  get  Real  Solutions  from  Sprint 
Business.  Make  the  connection  to  help  your  business 
do  more  business. 
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Sprint 

Business 


Call  1-800-816-REAL 


©1994  Sprint  Communications  Company  L  P  Monthly  minimum  and  term  plan  apply 
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DIRECTOR  COHL:  250 
FULL-TIME  EMPLOYEES  AND 
FILLING  56  TRUCKS 


PS  NOT  ONLY 
OCK  'IT  ROLL 


Rolling  Stones'  Voodoo  Lounge  tour  is  a  virtual  corporation 


:  is  9:30  a.m.,  prime  sleeping  time 
:or  rock  'n'  rollers,  but  Michael  Cohl 
s  wide  awake  and  well  into  his  first 
i  of  cigarettes.  The  Canadian  con- 
,  promoter  is  padding  around  his 
adelphia  hotel  suite  shoeless— scan- 
l  faxes,  taking  phone  calls,  and 
ating  the  details  of  his  latest  ven- 
s:  the  Rolling  Stones'  1994-95  world 
•,  Voodoo  Lounge.  Mick  Jagger  and 
other  Stones  will  open  the  first  of 
shows  at  Veteran's  Stadium  in  12 
rs.  And  in  the  mean- 
5,  Cohl  has  a  business 
•un:  "In  our  minds, 
try  to  approximate 
r  ordinary  go-to-the- 
:e  kind  of  company," 
explains. 

inly  the  most  callow 
*ock  fans  would  be 
arised  to  learn  that 
current  Stones 
r—like  the  band  it- 
— is  fundamentally  a 
iness.  The  wild  ex- 
3  and  seat-of-your- 
ts  planning  docu- 
lted  in  Gimme 
Iter,  the  1970  film 
ut  the  band's  notori- 


AINW.ENT 


one  were  to  remake  that  film  today,  it 
could  well  be  called  Gimme  Tea-  Shelter. 

What's  surprising  about  the  Voodoo 
Lounge  tour,  though,  is  just  how  sophis- 
ticated an  enterprise  Cohl  and  the 
Stones  have  assembled.  With  250  full- 
time  employees  and  potential  worldwide 
revenues  of  $300  million,  the  tour  op- 
erates like  a  decent-size  corporation.  But 
because  its  staff  will 
disband  after  it 


MICK  &  CO. 

A  HYPOTHETICAL  ORGANIZATION  CHART 
FOR  THE  ROLLING  STONES  TOUR 


ends  late  next  year,  Voodoo  Lounge  is 
less  a  corporation  than  a  virtual  corpora- 
tion. Odd  as  it  may  seem,  the  Stones' 
tour  offers  a  primer  for  executives  eager 
to  translate  this  hot  management  buzz- 
word into  reality. 

Start  with  the  definition  of  a  virtual 
corporation:  a  temporary  network  of 
companies  assembled  to  exploit  a  specif- 
ic opportunity.  No  hierarchy,  no  central 
office,  no  organization  chart.  Cohl,  who 
once  owned  a  strip  club  in  Ottawa  be- 
fore his  Toronto-based  Concert  Produc- 
tions International,  seems  only  vaguely 
familiar  with  the  term  "virtual  corpora- 
tion." But  he  has  created  a  perfect  one. 
satisfaction.  Consider  his  office.  Though 
he  is  fronting  as  much  as  $140  million  to 
finance  Voodoo  Lounge,  Cohl  runs  the 
tour  with  the  sort  of  simplicity  Corpo- 
rate America  can  only  dream  of:  He 
travels  with  just  a  crate  of  files,  a  laptop 
computer,  and  a  fax  machine,  which 
spits  out  updates  on  labor  costs,  travel 
schedules,  and  ticket  sales. 

Here-today,  gone-tomorrow  organiza- 
tions are  nothing  new  in  the  concert 
business.  But  Voodoo  Lounges  sheer  size 
and  complexity  sets  it  apart.  The  stage, 
a  futuristic  monster  with  a  924-square- 
foot  Sony  video  screen  and  a  92-foot- 
high  cobra-shaped  lighting  tower,  re- 
quires 56  trucks  to  haul  from  city  to 
city.  Because  the  set  takes  four  days  to 
build,  three  stages  leapfrog  each  other 
around  the  U.  S.  Overseas,  the  stage 
will  be  ferried  in  two  747  cargo  jets  and 
a  Russian  military  cargo  plane. 

True  to  "virtual"  form,  Cohl  lets  his 
partners  handle  much  of  the  logistics. 
To  supply  the  stage,  lighting,  sound,  and 
other  elements  of  the  show,  the  Stones 
have  contracted  with  RZO  Productions,  a 
company  owned  by  their  longtime  busi- 
ness manager,  Joseph  F.  Rascoff.  (Rasc- 
off  and  Cohl  both  answer  to  Prince  Ru- 
pert Loewenstein,  the  band's  financial 
adviser  in  London.)  Rasc- 
off, who  is  a  Wharton 
graduate,  employs  a 
team  of  200  stagehands, 
and  lighting  and  sound 
technicians,  plus  scores 
of  laborers  hired  for  the 
individual  venues. 

Rascoff's  team  is  nev- 
er in  just  one  place  at  a 
time.  On  Sept.  22,  work- 
ers were  completing  the 
Voodoo  Lounge  stage  at 
Veteran's  Stadium.  At 
the  same  time,  a  second 
crew  was  putting  up  the 
steel  skeleton  of  the 
stage  for  the  show  three 
days  later  in  Columbia, 
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S.C.  And  a  third  crew  was  prepping  the 
Liberty  Bowl  in  Memphis.  With  labor 
costs  of  up  to  $300,000  per  city,  Rascoff 
uses  a  network  of  portable  computers 
and  fax  machines  to  track  costs:  "We 
have  as  sophisticated  a  budget  opera- 
tion as  any  company,"  he  says. 

Voodoo  Lounges  fluid  organization  al- 
lows it  to  shift  gears  rapidly.  Cohl,  for 
example,  scheduled  only  42  shows  be- 
fore the  tour  opened  on  Aug.  1,  partly 
out  of  concern  that  the  concert  season 
was  glutted  with  big  names  such  as  The 
Eagles  and  Barbra  Streisand.  Once  the 
tour  was  under  way,  he  felt  confident 
enough  to  add  23  more  shows.  With  65 
shows  in  the  U.  S.  and  Canada,  Cohl 
predicts  the  tour  will  gross  25%  more 
than  the  Stones'  1989  Steel  Wheels  tour, 
which  earned  a  then-record  $98  million. 
money  games.  Few  things  in  this  ven- 
ture are  more  important  than  money. 
But  seven  hours  before  showtime  at  Vet- 
eran's Stadium,  Jake  Berry,  the  tour's 
production  manager,  confronts  one  of 
them.  A  roadie  has  stopped  him  to  re- 
port that  the  Philadelphia  fire  marshal  is 
threatening  to  shut  down  the  concert  if 
anyone  smokes  onstage— including  leg- 
endary smokers,  Keith  Richards  and 
Ron  Wood.  "I'm  not  going  to  tell  Ronnie 
and  Keith  they  can't  smoke,"  says  Berry, 
as  he  rushes  to  strike  a  compromise. 
That  evening,  as  usual,  Wood  inhales 
contentedly  through  the  opening  num- 
ber, Not  Fade  Away. 

Like  everybody  on  the  tour,  Berry 
fervently  believes  that— despite  critics' 
japes  about  their  advanced  age— the 
Stones  are  still  a  good  bet  to  sell  out 
stadiums  and  make  money.  As  in  any 
virtual  corporation,  the  partners  suc- 
ceed individually  by  succeeding  together. 
Cohl  guarantees  the  band  an  estimated 
$85  million,  both  to  cover  their  expenses 
and  as  base  salary.  But  after  the  tour 
breaks  even,  he  and  the  Stones  stand  to 
make  even  more  money. 

Perhaps  that's  why  the  Stones,  partic- 
ularly Jagger,  immerse  themselves  in 
the  business  of  Voodoo  Lounge.  Cohl  and 
Rascoff  both  consult  them  on  issues  such 
as  merchandise  and  concert  dates.  The 
Stones  also  act  as  brand  managers: 
"They  understand  better  than  anyone 
what  it  means  to  be  a  Rolling  Stone," 
says  Cohl,  "and  how  that  name  should 
be  used  and  treated." 

When  Mick  Jagger  struts  onstage  in 
Philadelphia  at  9:45  p.m.  that  evening, 
the  driving  rain  and  wind  of  an  early 
season  nor'easter  barely  slow  him  down. 
"Welcome  to  a  rather  soggy  Voodoo 
Lounge"  he  says  jauntily  to  50,000 
drenched  fans,  as  raindrops  course  down 
his  memorable  mug.  For  the  CEO  of  a 
virtual  corporation,  this  is  called  keeping 
your  end  of  the  bargain. 

By  Mark  handler  in  Philadelphia 
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CONSUMER  PRODUCTS  I 


ED  ARTZT'S  ELBOW  GREASE 
HAS  P&G  SHINING 


A  brutal  streamlining  and  'Value  pricing"  have  boosted  profits 


When  Edwin  L.  Artzt  became 
chairman  of  Procter  &  Gam- 
ble Co.  five  years  ago,  his 
main  objective  was  to  turn  the  consu- 
mer-products giant  into  a  global  compa- 
ny. Yet  shortly  after  he  took  the  reins  at 
P&G,  it  became  clear  that  Artzt  would 
have  to  do  a  lot  more  than  that.  Caught 
in  the  sway  of  the  growing  consumer 


INVESTING  IN  BRANDS 

Despite  a  $1.5  billion  restructuring 
program  to  close  some  30  plants  and 
eliminate  about  13,000  jobs,  P&G  is 
spending  more  than  ever  on  research 
and  marketing 
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demand  for  value,  P&G— known  more  for 
its  premium  brands  at  premium  pric- 
es—suddenly found  itself  out  of  step. 
Artzt's  answer  was  simple:  Change  the 
way  P&G  does  business.  Says  Artzt:  "We 
have  to  become  single-minded  in  our 
quest  to  deliver  better  value." 

Against  great  odds,  P&G  has.  Under 
Artzt,  the  company  has  moved  aggres- 
sively to  cut  costs,  keep  prices  down, 


and  improve  customer  service  bj 
streamlining  its  once-cumbersome  bill 
ing  and  delivery  systems.  The  result: 
have  been  impressive:  In  its  fiscal  yeai 
ended  June  30,  Procter  reported  it 
highest  profit  margins  in  21  years.  Ever 
after  a  $102  million  charge  for  its  highlj 
publicized  derivatives  disaster,  it  made  e 
tidy  $2.2  billion.  Both  in  the  U.  S.  anc 
abroad,  Procter  boosted  its  market  share 
in  most  of  its  businesses  while  increasing 
unit  volume  5%. 

revised  playbook.  The  changes  have! 
not  come  without  pain.  Last  year,  Artzt} 
announced  a  massive  restructuring,  cut 
ting  13,000  jobs— 12%  of  the  company's 
employees— and  shuttering  30  of  P&G's 
147  factories.  The  cutbacks  have  deeply 
shaken  morale  at  what  had  been  one  oi 
the  last  U.  S.  bastions  of  lifetime  em 
ployment.  And  that  is  something  Artzt 
will  have  to  confront  as  he  tries  to  get 
P&G  growing  again.  Sales  were  essen 
tially  flat  last  year  at  $30.3  billion,  as  di 
vestitures,  price  cuts,  and  foreign  ex 
change  woes  masked  the  volume  gain,  j 

That  problem,  however,  is  likely  tol 
fall  to  Artzt's  successor.  Artzt,  64,  mayj 
retire  as  early  as  next  spring.  Yet  thel 
two  front-runners,  Executive  Vice-Pres- 
ident Durk  I.  Jager,  Procter's  U.  S.  chief, I 
and  President  John  E.  Pepper,  who 
heads  p&g's  international  operations,  are[ 
both  likely  to  continue  Artzt's  value 
campaign. 

As  the  king  of  packaged-goods  mar- 
keting, Cincinnati-based  Procter  never 
had  to  worry  much  about  being  the  low- 
cost  producer.  "Historically,  we  have 
been  a  high-cost  operator  because  we 
could  get  the  growth  we  wanted,"  says 
one  former  top  P&Ger.  The  company  in- 
vented products  such  as  Tide,  Crest, 
and  Pampers  that  it  could  usually  sell  at 
a  premium— and  mounted  massive  mar- 
keting blitzes  to  imprint  their  novelty  on 
consumers.  Even  now,  P&G  isn't  offer- 
ing rock-bottom  prices.  And  the  compa- 
ny is  spending  more  than  ever  on  re- 
search and  advertising  (charts). 

Now,  Artzt  has  added  a  new  page  to 
the  P&G  playbook.  He  is  slashing  at 
costs,  allowing  Procter  to  reduce  the 
premiums  at  which  its  goods  sell,  pres- 
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suring  both  private-label  rivals  and  na- 
tional-brand purveyors  such  as  Lever 
Brothers  Co.  and  Colgate-Palmolive  Co. 
This  strategy  is  most  important  in  the 
U.  S.,  where  Procter  generates  69%  of 
its  earnings.  "They've  learned  low-cost 
production  and  clear-cut  product  super- 
iority are  not  mutually  exclusive,"  says 
one  former  vice-president. 

P&G's  big  move  in  the  U.  S.,  starting 
back  in  1991,  was  to  slash  the  promo- 
tions it  offered  to  trade  customers. 
These  discounts  corroded  the  loyalty  of 
shoppers  to  P&G  brands  because  they 


Yet  value  pricing  has  worked.  For  ex- 
ample, Procter  cut  the  list  price  of  liquid 
laundry  detergents  two  times— first  by 
9%  in  late  1992,  when  it  introduced  con- 
centrated liquids,  and  then  again  by  15% 
in  the  summer  of  1993.  Along  with  new 
products,  that  has  bolstered  p&g's  share 
from  about  41%  to  47%,  according  to  In- 
formation Resources  Inc. 

The  value  credo  has  impelled  P&G  to 
simplify  its  vast  array  of  products.  Since 
1991,  the  company  has  eliminated  almost 
a  quarter  of  the  different  sizes,  flavors, 
and  other  varieties  of  its  brands.  Un- 


led  to  yo-yo  shelf  prices— Tide  at  $1.99 
one  week  and  $2.99  the  next.  They  also 
produced  enormous  costs,  whether  it 
was  a  wholesaler  pocketing  much  of  the 
discount,  big  swings  in  production  as 
specials  came  and  went,  or  vast  over- 
head in  keeping  track  of  all  the  deals. 

Over  the  past  three  years,  P&G  has 
reduced  its  list  prices  by  12%  to  24% 
on  nearly  all  of  its  U.  S.  brands,  most  of 
that  by  cutting  the  level  of  trade  promo- 
tion. At  first,  "value  pricing,"  as  P&G 
calls  it,  hurt  its  sales.  Rivals  tried  to 
take  advantage  with  their  own  deals, 
and  many  customers  were  upset  because 
it  hurt  their  profits.  Even  now,  Proc- 
ter's share  in  many  categories  isn't  as 
high  as  it  was  several  years  ago. 


productive  coupon  promotions  have  been 
slashed.  Brands,  such  as  Clarion  cosmet- 
ics and  White  Cloud  toilet  tissue,  either 
have  been  given  the  heave-ho  or  have 
been  combined  with  stronger  monikers. 

Now,  p&G  is  moving  forward  with  cru- 
cial changes  in  logistics  and  customer 
relations.  After  years  of  restructuring 
its  U.  S.  sales  force,  early  this  year  it  re- 
organized so  that  it  now  relies  largely  on 
customer-based  teams,  which  offer  sup- 
port to  customers  with  data  analysis,  fi- 
nance, and  other  functions.  And  on  Oct. 
1,  the  company  is  beginning  "stream- 
lined logistics,"  which  will  let  custom- 
ers order  almost  all  of  Procter's  products 
using  one  invoice  and  one  set  of  pay- 
ment terms  and  have  the  entire  order 


i 


shipped  on  a  single  truck.  Many  comp] 
nies  are  working  on  computer-to-coij 
puter  reordering  and  other  such  sy 
tems,  notes  Donald  D.  Bennet 
president  of  Richfood  Holdings  Inc., 
$1.5  billion  wholesaler  in  Richmond, 
"P&G  got  there  quicker  than  anybody 
diaper  rival.  Yet  some  analysts,  such 
Lynne  R.  Hyman  of  CS  First  Bosto 
wonder  if  P&G  hasn't  sacrificed  produ 
innovation  in  its  quest  for  value.  D 
fenders  say  P&G  has  had  some  winne 
such  as  such  as  the  papermaking  tec' 
nology  it  used  to  create  a  more  abso 

With  more  than  half  of 
P&G's  sales  now  coming 
from  abroad  and  with 
growth  prospects 
strongest  there, 
Artzt  is  more  intent 
than  ever  on  building 
a  global  presence 

bent  Bounty  paper  towel.  But  in  the  in 
portant  U.  S.  diaper  business,  Procte 
is  still  struggling  to  catch  up  after  fallin, 
behind  rival  Kimberly-Clark  Corp. 

With  more  than  half  of  its  sales  no\ 
coming  from  abroad  and  the  best  growt 
prospects  there,  ivco  is  looking  to  globa 
ize  more  than  ever.  Says  one  retire 
executive:  "If  they  put  a  bust  of  Artzt  ii 
the  west  wing  [of  P&G  headquarters], 
would  say:  'This  SOB  made  us  a  trul 
global  company.' " 

That  doesn't  necessarily  favor  Pep 
per  as  the  man  to  succeed  Artzt,  since 
Jager,  too,  has  won  kudos  for  his  foreigi 
successes.  Pepper,  a  congenial  executivt 
who  is  highly  popular  with  the  troops 
would  be  the  one  to  ease  staff  discon 
tent.  That's  important,  since  the  exodu; 
from  its  restructuring  has  some  outsid 
ers  wondering  if  P&G  could  find  itsel 
short  of  talented  managers  down  th< 
road. 

But  Jager,  a  hard-nosed,  Dutch-borr 
executive,  can  make  a  strong  claim,  es 
pecially  because  of  the  success  of  valut 
pricing  in  the  U.  S.  And  he  has  th« 
stomach  for  tough  decisions,  such  as 
dumping  the  company's  Citrus  Hill  or 
ange  juice,  a  longtime  loser. 

Not  everyone  has  ruled  out  the  pos 
sibility  that  Artzt  could  find  a  way  tc 
stay  on.  But  whoever  is  running  P&G 
next  spring,  you  can  expect  they'll  be  as 
value-conscious  as  the  consumers  they 
count  on  to  buy  their  products. 

By  Zachary  Schiller  in  Cincinnati 
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MARKETS 


FREE  REPORTS 
FROM  A  SELECT  GROUP  OF 
AMERICA'S  FASTEST-GROWING  COMPANIES 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  in  America  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
of  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
and  stock  price  —  none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this  free  offer 
of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


2. 


ABR  Information  Services,  Inc. 

leading  healthcare  benefits  administrator 

Ag  Services  of  America,  Inc. 

agricultural  supply  and  credit 

AGCO  Corporation 

farm  equipment  manuf.  and  distribution 

ALLIED  Life  Financial  Corporation 

life  insurance  holding  company 

Alternative  Resources  Corporation 

technical  resource  to  information  services 

Applied  Digital  Access,  Inc. 

test  and  performance  monitoring  systems 

Applied  Materials,  Inc. 

worldwide  supplier  of  wafer  fab.  equipment 

Arch  Communications  Group,  Inc. 

narrowband  wireless  messaging  (paging) 

Arrow  International,  Inc. 

medical  device  manufacturer  &  marketer 

Biogen,  Inc. 

development  of  biopharmaceuticals 

Callaway  Golf  Company 

golf  club  designer  and  manufacturer 

Cavalier  Homes,  Inc. 

leading  producer  of  manufactured  housing 

13.  The  Cerplex  Group,  Inc. 

repair  services  for  electronic  equip. 

14.  Coastal  Healthcare  Group,  Inc. 

the  physician  company 

Department  56,  Inc. 

a  leading  creative  giftware  designer  &  whslr. 

Facelifters  Home  Systems,  Inc. 

home  remodeling 

GaSonics  International  Corporation 

semiconductor  equipment  manufacturer 


6. 


7. 


8 


10 


1 1 


12. 


15 


16 


17. 


18  Hudson  Foods,  Inc. 

poultry/meat  processing 

19  Input/Output,  Inc. 

manufacturer,  high-tech  seismic  equipment 

20  Interlink  Electronics 

mfr.  state  of  art  computer  input  products 

21  Litchfield  Financial  Corporation 

specialized  consumer  finance  company 

22  Mercury  Air  Group,  Inc. 

aircraft  service 

23  MK  Gold  Company 

gold  mining 

24.  Motorola,  Inc. 

wireless  communications/semiconductors 

25.  Nine  West  Group  Inc. 

retailer/wholesaler  of  women's  footwear 

26  PC  Service  Source,  Inc. 

distributor  of  PC  spare  parts 

27  The  Penn  Traffic  Company 

retail  and  wholesale  food  distribution 

28  Penn  Treaty  American  Corporation 

long-term  care  insurance 

29  SBS  Engineering,  Inc. 

aircraft  simulation 

30  The  Sherwood  Group,  Inc. 

financial  services/market  making 

31  Telephone  &  Data  Systems,  Inc. 

telecommunica  Hons 

32.  Wall  Data  Incorporated 

connectivity  software  products 

33  Wilshire  Oil  Company  of  Texas 

oil  &  gas  E&  P/real  estate  / select  investments 

34  XcelleNet,  Inc. 

software  for  remote/mobile  computing 


Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  mailed  promptly.  Deadline  for  response  12/9/94. 
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18 


3 

20 


4 
21 


5 


6 
23 


7 

24 


S 

25 


My  primary  interest  in  these  companies  is  as  a  (circle  one) 
A.  Private  Investor              B.  Stockbroker 
E.  Portfolio  Manager           F.  Investment  Club  Member 
Name  

Company  

City. 
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Title. 


10 

27 


1  I 


12 
29 


13 

30 


14 
31 


15 

32 


16 

33 


17 

2^4 


C.  Securities  Sales  Manager 
G.  Certified  Financial  Planner 


D.  Security  Analyst 
H.  Other  


Street. 
State- 


Zip_ 


Return  Coupon  to:  NATIONAL  CORPORATE  SERVICES.  INC. »  7995  E.  HAMPDEN  AVE..  SUITE  205  •  DENVER,  CO  80231 


O  IW4  National  Corporate  Servic 
Husnn  -.-.  \\,,  k  oi  Slaiulanl  \  I'ooi 


Inc.  National  Corporate  Sen 
'   I'lMal  Sax  lu\  Ilk 


INSIDE 
FIDELITY 

HOW  THE  FUHD  GIANT'S  STOCK-PICKING  MACHINE  WORKS 
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Managing  the  world's  largest  mu- 
tual fund  affords  special  privi- 
leges. After  taking  over  Fidel- 
ity Investments'  then  S22  billion  Magellan 
fund  in  1992,  Jeffrey  N.  Vinik  visited 
Motorola  Inc.  In  a  whirlwind  day,  he  had 
private  meetings  with  Motorola's  seven 
top  executives,  including  then  Chief  Exec- 
utive George  M.  C.  Fisher,  and  grilled 
them  on  their  business.  On  the  plane 
coming  back  from  Chicago,  Vinik  worked 
up  earnings  forecasts  on  a  yellow  legal 


pad— he  doesn't  know  how  to  use  compu- 
terized spreadsheets— and  came  to  a  star- 
tling conclusion:  "I  realized  they  were 
going  to  earn  nearly  double  what  [Wall 
Street]  analysts  were  projecting." 

How  did  he  figure  that?  Both  Vinik 
and  a  Motorola  spokeswoman  swear  that 
no  information  was  revealed  beyond 
what  is  normally  available  to  all  inves- 
tors. But  Vinik  was  convinced  that  Wall 
Street  was  sharply  underestimating  de- 
mand for  Motorola's  semiconductors. 


)th  from  foreign  markets  and  from  the 
phone  industry.  Within  foui 


cellular 
months. 


by  March  1993,  Fidelity  hac  ■ 


bought  7.4  million  Motorola  shares  foi 
about  S250  million.  Vinik  was  right  or  i 
the  money.  The  stock  has  more  thar . 
tripled,  producing  huge  gains,  not  onlj 
for  Magellan  but  for  dozens  of  other  Fi 
delity  funds  whose  managers  followec 
Vinik's  lead. 

His  savvy  play  on  Motorola  illustrates  .. 
a  lot  about  why  Fidelity's  equity  mutua 
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THE  HOEl/TY  METHOD 

KNOW  YOUR  COMPANIES 
INSIDE  OUT 

Jeffrey  Vinik  follows  stocks 
for  the  $37  billion  Magellan 
fund  in  part  by  grilling  the 
CEOs  of  200  of  the  550 
companies  in  his  portfolio. 
To  track  the  remaining 
stocks,  he  leans  heavily  on 
Fidelity's  research  staff.  But 
his  strategy  helps  guide 
many  of  Fidelity  funds. 

LOOK  FOR  IMPROVING 
FUNDAMENTALS 

Beth  Terrana  has  outper- 
formed the  market  on  each 
of  her  three  portfolio  as- 
signments. Now  heading  the 
$17  billion  Fidelity  Fund, 
she  invests  heavily  in 
turnaround  stocks.  One  fa- 
vorite is  Scott  Paper,  whose 
shares  are  up  some  15% 
over  the  past  two  months. 


s  deliver  amazingly  strong  returns 
dominate  the  mutual-fund  industry: 
npower,  hard  work,  willingness  to 
lenge  conventional  wisdom,  and  the 
ty  to  use  its  huge  size  to  ferret  out 
able  information.  Indeed,  no  other 
I  company  approaches  the  Boston- 
id  giant  when  it  comes  to  investing 
public's  money  in  stocks.  The  flag- 
Magellan  fund,  now  with  $37  billion 
ssets,  was  the  nation's  top-perform- 
fund  in  the  1980s.  Even  with  its  gar- 
;uan  size,  Magellan  manages 
utrun  hundreds  of  other  funds 
i  similar  investment  goals. 
IN  FOUR.  But  Fidelity's  suc- 
3s  go  far  beyond  Magellan.  The 
•age  cumulative  return  for  its 
rsified  U.  S.  equity  funds  over 
past  10  years  is  407.7%.  Ex- 
ing  Magellan,  the  figure  only 
)s  to  403.5%,  according  to 
ningstar  Inc.,  which  tracks 
performance.  Among  the  com- 
es managing  the  most  equity- 
l  assets,  the  closest  to  Fidel- 
s  Twentieth  Century  Investors, 
i  375.7%.  Although  Fidelity's 
Is  have  trailed  a  few  rivals  in 
past  year,  they  have  a  com- 
iding  lead  over  the  most  re- 
,  three-  and  five-year  periods. 


Combine  those  bountiful  returns  with 
the  fund  industry's  most  sophisticated 
marketing  operation,  and  it's  easy  to 
understand  why  Fidelity's  stock  funds 
now  command  17.5%  of  all  equity-fund 
assets,  according  to  Strategic  Insight 
Inc.,  a  fund-industry  consultant.  Even 
more  impressive  is  that  in  the  first  eight 
months  of  1994,  a  time  of  jittery  mar- 
kets, Fidelity  captured  nearly  one  of 
every  four  dollars  in  net  cash  flow  into 
all  equity  funds. 


TOP  Of  THE  HEAP 

Fund  group 

Cumulative  average 

total  return* 

10-year 

5-year 

3-year 

1-year 

FIDELITY 

407.7% 

89.2% 

50.6% 

7.7% 

TWENTIETH  CENTURY 

375.7 

83.5 

40.4 

2.2 

PUTNAM 

308.1 

73.1 

44.3 

5.9 

AMERICAN 

300.0 

63.0 

40.3 

6.0 

IDS 

276.8 

70.4 

37.6 

4.8 

FRANKLIN/TEMPLETON 

255.4 

57.0 

37.8 

9.2 

T.  ROWE  PRICE 

244.5 

63.7 

46.4 

8.7 

VANGUARD 

243.3 

56.9 

36.9 

5.9 

MERRILL  LYNCH 

234.0 

52.9 

37.8 

6.1 

DEAN  WITTER 

214.7 

54.2 

27.7 

0.5 

Largest  equity  fund  managers.  Averages  are  U.S.  diversified  funds;  exclude  index  funds 
'Appreciation  plus  reinvestment  of  dividends  and  capital  gains  DATA:  MOR NINGSTAR  INC. 


By  almost  every  measure,  Fidelity's 
stock-picking  machine  is  the  most  so- 
phisticated and  successful  that  Wall 
Street  has  ever  seen.  It's  built  around 
the  guiding  principles  set  down  by  Peter 
Lynch,  the  now  retired  superstar  portfo- 
lio manager  of  the  Magellan  fund. 
Lynch's  investment  philosophy  is  to  im- 
merse himself  in  a  company's  business 
and  try  to  spot  the  significant  changes 
ahead  of  the  crowd.  Lynch  disdains  try- 
ing to  time  turns  in  the  stock  market  or 
the  economy;  he  feels  funds  should 
almost  always  be  fully  invested. 

Fidelity's  stock-picking  machine 
is  fueled  by  unparalleled  entree  to 
corporate  executives,  state-of-the- 
art  investment  technology,  the  best 
Wall  Street  research— produced  by 
Fidelity's  huge  flow  of  brokerage 
commissions— and  an  unusual  cor- 
porate culture  that  motivates  its 
talented  portfolio  managers  to  ex- 
cel far  beyond  most  of  their  peers. 

For  the  past  decade,  mutual- 
fund  pundits  have  warned  inves- 
tors that  Fidelity's  winning  streak 
could  not  last,  because  its  funds 
were  becoming  too  large  to  out- 
perform smaller,  nimbler  competi- 
tors. The  more  money  under  man- 
agement, the  argument  goes,  the 
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LOOK  FOR 

OPPORTUNITIES  ABROAD 

Brian  Posner  is  the  brains 
behind  Fidelity's  huge  stake 
in  British  Petroleum.  With 
24%  of  his  $7.4  billion  Equi- 
ty-Income II  Fund  invested 
overseas,  he  wakes  at  5:30 
a.m.  each  day  to  check  for- 
eign markets  on  his  home 
computer.  He's  a  big  fan  of 
using  technology  to  harness 
the  vast  amount  of  informa- 
tion Fidelity  managers  have 
at  their  disposal. 


harder  it  is,  percent  age- wise,  to  produce 
large  returns. 

Academics,  further,  argue  that  invest- 
ment returns  "regress  to  the  mean"— 
or,  in  other  words,  all  eventually  just 
become  average.  But  Charles  A.  Trzcin- 
ka,  a  finance  professor  at  the  State  Uni- 
versity of  New  York  at  Buffalo  and  a 
student  of  mutual  funds,  has  forecast 
Magellan's  regression  for  five  years  and 
it  hasn't  happened  yet.  "It's  either  tre- 
mendous luck  or  enormous  management 
skill,"  he  says.  Whatever  the  case,  Fi- 
delity's equity  operation  continues  to 
defy  the  odds. 

BIG  RISKS.  Academics  aside,  the  greater 
risk  to  Fidelity's  primacy  is  a  prolonged 
bear  market.  Aided  by  its  aggressive, 
fully-invested  strategy,  Fidelity  capital- 
ized on  the  strong  bull  market  to  widen 
its  lead  over  other  equity  funds.  Wheth- 
er Fidelity  would  do  so  well  during  a 
prolonged  bear  market  is  far  from  clear, 
for  Fidelity  has  been  taking  some  big 
risks  that  are  not  apparent  to  most  of 
its  investors— or  even  to  Wall  Street. 

Much  of  its  success  has  come  from 
making  large,  concentrated  bets.  Fidelity 
now  has  25%  of  its  $140  billion  in  equity 
assets  in  just  30  stocks.  Magellan,  for  in- 
stance, has  28.5%  of  its  assets  in  technol- 
ogy stocks.  During  a  three-day  rout  in 
tech  stocks  that  began  on  Aug.  30,  the 
fund  lost  some  S650  million.  The  inci- 
dent suggests  how  a  severe  downturn  in 
technology  could  hurt  not  just  Magel- 
lan, but  Fidelity  as  a  whole.  All  but  a 
handful  of  Fidelity's  largest  growth 
funds  have  stakes  of  10%  or  more  in 
technology. 

These  concentrations  could  prove  dif- 
ficult to  unload  if  the  stocks  or  indus- 


tries stumbled  badly  and  investors  want- 
ed out.  "If  there  were  ever  liquidity 
problems,  there  would  obviously  be  price 
concessions"  that  would  hurt  the  perfor- 
mance of  their  funds,  says  Mark  Row- 
land of  Rowland  &  Co.,  an  Atlanta  mon- 
ey manager.  William  J.  Hayes,  chief 
operating  officer  of  Fidelity's  equity 
funds  says  that  the  large  concentrations 
will  not  create  a  liquidity  problem.  "It's 
not  going  to  happen."  The  reason: 
"There  are  so  many  different  [invest- 
ment] disciplines  here  that  people  are  al- 
ways buying  and  selling  at  different 
times." 

Wrhile  industry  concentration  does 
pose  some  additional  risk,  Fidelity  has 
been  trying  to  offset  that  risk  by  diver- 
sifying into  foreign  markets.  Many  of 
its  growth  funds  regularly  invest  a  por- 
tion of  their  assets  abroad,  So  far,  the 
move  has  produced  some  snappy  re- 
turns. The  company  has  50  investment 
professionals  in  London,  Tokyo  and 
Hong  Kong. 

That  commitment  of  resources  is  typ- 
ical of  Fidelity.  Indeed,  access  to  infor- 
mation is  perhaps  the  most  important 
component  of  Fidelity's  edge.  How  many 
fund  managers  could  command  the  time 
that  Vinik  got  at  Motorola?  Or  how 
many  fund  complexes  get  visits  from 
top  executives  of  as  many  as  20  compa- 
nies each  day? 

Fidelity's  in-person  sessions  with  top 
corporate  executives  can  often  prove  de- 
cisive in  making  investment  decisions. 
Eastman  Kodak  Co.  is  a  good  example. 
Fidelity  managers  had  numerous  meet- 
ings with  its  executives,  especially  then 
Chairman  Kay  Whit  more.  During  the 
past  two  years.  Fidelity  managers  accu- 


mulated the  stock  because  it  looke( 
cheap:  Kodak  had  a  strong  cash  flov 
and  dominant  share  in  its  markets.  A 
one  point,  Fidelity  funds  owned  8%  o 
the  company. 

By  1993,  as  Kodak  struggled  with 
restructuring,  some  Fidelity  manager:  [ 
became  skeptical  of  Whitmore's  man 
agement  style.  They  began  asking  mon 
pointed  questions  and  telling  Whitmon  P 
what  they  thought  should  be  done,  sue! 
as  sticking  to  its  imaging  business  anc 
shedding  unrelated  units.  "They  teai  * 
apart  management's  way  of  thinking,' 
says  Timothy  R  Cost,  Kodak's  former  in 
vestor  relations  director,  who  sat  in  or 
most  of  the  meetings.  Finally,  convincec 
Whitmore  wouldn't  be  able  to  turn  Ko 
dak  around,  Fidelity  dumped  its  entire 
holding— at  a  profit.  "He  always  disap 
pointed  us,"  says  Beth  F.  Terrana,  port 
folio  manager  of  the  Fidelity  Fund. 

Another  meeting  with  a  company's 
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MAWORK  BEATS 
PERIENCE 

chael  Gordon  earned  a 
gree  in  English  from 
fts  in  1987,  started  as  a 
rtech  analyst,  and  has 
come  a  star.  In  January, 
13,  he  took  over  the  Blue 
ip  Growth  Fund  and  has 
ice  racked  up  a  34%  re- 
n.  "What  I  lack  in  expe- 
nce  is  made  up  for  by 
irking  next  to  the  best 
restore  in  the  industry." 


management  led  to  one  of  1994's 
st  successful  investments:  American 
namid  Co.  Most  Wall  Street  analysts 

turned  their  noses  up  at  the  re- 
icturing  plan  that  CEO  Albert  J.  Cos- 
o  laid  out  earlier  this  year.  But 
irles  A.  Mangum,  who  runs  the 
elity  Select  Health  Care  fund,  was 
'igued  enough  to  attend  a  Mar.  15 
^stars'  lunch  with  Cyanamid  manage- 
lt,  hosted  by  a  brokerage  firm.  "I 
;  impressed  by  [Costello's]  aggres- 
5ness,"  Mangum  says,  speaking  of 
tello's  plan  to  sell  certain  units  and 
>cus  the  business  on  others.  His  as- 
sment:  "The  company  was  at  least 
3  undervalued." 

Jack  at  Fidelity  the  next  day,  he  di- 
ted  the  trading  desk  to  buy  Cya- 
iid  for  his  own  fund.  And  he  shared 
epiphany  with  other  managers.  "I 
it  from  office  to  office,  pitching  the 
ik  to  everyone  I  could  find."  By  mid- 


ITS  DOMINANCE  OF 
THE  FIELD  GROWS 
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May,  Fidelity  funds  owned  8  million 
shares  at  an  estimated  cost  of  $46  a 
share.  In  early  August,  American  Home 
Products  Corp.  saw  value  in  Cyanamid, 
too.  It  agreed  to  pay  $101  a  share  for 
the  company— a  120%  gain  for  Fidelity 
shareholders. 

sharing  IDEAS.  Although  Fidelity  man- 
agers often  buy  in  concert,  they  also 
tend  to  have  different  views  on  when  to 
sell.  Consider  Entergy  Corp.,  a  natural- 
gas  company  that  was  one  of  Fidelity's 
major  holdings  in  late  1993.  Terrana  and 
several  other  managers  unloaded  the 
stock  when  it  peaked  at  $40  a  share. 
But  Vinik  thought  the  boom  in  gas 
stocks  would  continue— and  watched  as 
the  stock  tumbled  to  about  $30  before 
throwing  in  the  towel.  "Their  earnings 
didn't  come  through  like  I  thought,"  Vi- 
nik says.  "I  held  on  too  long." 

Fidelity  managers  are  required  to 
share  ideas  and  information.  The  ratio- 
nale: if  everyone  discloses  his  best  ideas, 
it  will  help  all  the  funds  excel.  Every 
morning,  for  instance,  they  get  a  list  of 
all  stocks  bought  and  sold  by  the  funds 
the  prior  day:  On  average,  Fidelity 
trades  $1  billion  worth  of  stock  in  1,000 
companies  every  day.  They  also  get 
summaries  of  every  contact  between  a 
Fidelity  staffer  and  a  corporate  manager, 
whether  it  was  brief  phone  call  or  an  all- 
day  visit  to  a  company's  headquarters. 
"It's  easy  to  suffer  from  information 
overload  here,"  says  Brian  S.  Posner, 
who  runs  the  $7.4  billion  Fidelity  Equity- 
Income  II  Fund.  "The  challenge  is  to 
stay  organized." 

Sharing  ideas  also  significantly  eases 
the  burden  of  managing  Magellan  and 
some  of  the  other  multibillion-dollar 


funds.  Vinik  says  he  closely  follows  200 
of  the  550  stocks  in  Magellan.  He  relies 
on  other  Fidelity  staffers  to  help  keep 
track  of  the  rest.  Close  cooperation  be- 
tween fund  managers  is  also  encouraged 
by  the  compensation  system.  Managers' 
income  depends  not  only  on  what  their 
own  fund  achieves  but  also  on  how  oth- 
er Fidelity  funds  do  against  the  competi- 
tion. And  they  are  judged  on  how  many 
winning  ideas  they  contribute  to  the 
company.  Managers  can  earn  from 
$100,000  to  $1  million  a  year,  depending 
on  the  size  of  the  fund  and  its  returns. 

To  encourage  informal  communica- 
tions, equity  managers  and  analysts  are 
packed  in  small  offices  on  two  leased 
floors  of  a  downtown  Boston  bank.  Their 
tiny  quarters  serve  as  a  clearinghouse 
for  investment  ideas,  and  most  are 
bursting  with  reams  of  financial  docu- 
ments. They  typically  work  12-hour 
days,  often  weekends,  and  travel  fre- 
quently. "We  learn  here  through  osmo- 
sis," says  Michael  Gordon,  who  runs  the 
$1.5  billion  Blue  Chip  Growth  Fund. 

It's  a  high-pressure  atmosphere,  one 
capable  of  turning  smart  college  gradu- 
ates and  mbas  into  big-time  money  man- 
agers in  just  a  few  years— or  sending 
them  packing.  Of  some  700  applicants 
yearly,  Fidelity  hires  only  four  or  five. 
They're  assigned  to  follow  one  industry, 
work  closely  with  an  experienced  manag- 
er, and  meet  for  an  hour  once  a  month 
with  Peter  Lynch,  who  now  serves  as  a 
mentor.  Analysts  who  make  the  grade 
are  usually  allowed  to  run  an  industry- 
specific  sector  fund  within  two  years. 

Because  they  get  some  of  the  best 
training  in  the  investment  business,  Fi- 
delity managers  are  actively  courted  by 
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FLEXIBILITY  IS  A  KEY  TO  ! 
SUCCESSFUL  INVESTING  j 

George  Vanderheiden  keeps 
a  low  profile,  but  his 
returns  are  high.  He  is 
known  for  his  ability  to 
dissect  financial  statements 
and  spot  subtle  shifts  in  the 
stock  market.  By  the  frenet- 
ic  standard  at  Fidelity,  he  is 
a  patient  investor.  And  he 
is  a  mentor  to  many  young 
Fidelity  analysts. 


competitors.  Surprisingly  few  leave.  Ter- 
rana  says  that  even  huge  paychecks 
promised  by  hedge  funds,  which  can  pay 
much  more  than  mutual  funds,  aren't 
sufficient  incentive.  "I  get  calls  from 
headhunters  all  the  time,  but  could  I 
really  be  as  successful  outside  Fidelity?" 
she  says. 

flying  data.  Good  question.  For  one 
thing,  few  competitors  can  offer  Fideli- 
ty's technological  and  logistical  support. 
All  the  managers  and  analysts  have  Sun 
Microsystems  Inc.  workstations  on  their 
desks  that  supply  not  only  all  of  Fideli- 
ty's internal  research  but  virtually  all 
available  Wall  Street  research  and  al- 
most every  electronic  market-monitor- 
ing system.  Fidelity's  programmers  are 
constantly  coming  up  with  ways  to  orga- 
nize and  analyze  information. 
Their  latest  invention  is  pro- 
prietary software  that  can  lo- 
cate financial  statements  from 
any  Securities  &  Exchange 
Commission  filing  and  dump 
it  in  an  electronic  spreadsheet 
in  a  matter  of  seconds— even 
on  an  airplane. 

Fidelity  managers  weighing 
outside  offers  also  have  to 
consider  doing  without  other 
benefits  of  the  fund  group's 
enormous  clout  on  Wall 
Street.  With  $300  million  a 
year  in  commissions  to  spend. 
Fidelity  is  Wall  Street's  No.  1 
brokerage  customer.  That 
means  it  not  only  gets  the 
best  research  but,  as  they  say 
on  the  Street,  tends  to  get 
the  first  call.  There  are  other 
perks.  When  Duracell  Inter- 


national Inc.  went  public  in  a  heavily 
oversubscribed  offering  in  1991,  Fidel- 
ity received  10%  of  the  shares  it  wanted, 
while  other  investors  got  no  more  than 
5%.  Duracell's  price  rocketed  30%  after 
the  offering. 

Fidelity  can  also  demand  that  bro- 
kers put  up  their  own  money  to  accom- 
modate its  trading.  That  could  mean 
buying  a  block  of  stock  that  Fidelity 
wants  to  sell  even  when  there  are  no 
other  buyers.  "Broker's  know  we  demand 
loyalty,"  says  trader  James  J.  Altoonian. 
"They  usually  go  along."  While  not  un- 
usual for  large  investors,  it's  another 
way  Fidelity  gets  an  edge  over  smaller 
fund  companies. 

Some  Wall  Streeters  claim  that  Fi- 
delity uses  its  size  and  concerted  buying 


FIDELITY'S  BEST  PERFORMERS 


U.S.  diversified  equity  funds 
with  10-year  records 


Average  annual  total  return" 

10-year     5-year     3-year  1-year 


FIDELITY  CONTRAFUND 
FIDELITY  MAGELLAN 
FIDELITY  DESTINY  I 
FIDELITY  GROWTH  COMPANY 
FIDELITY  RETIREMENT  GROWTH 
FIDELITY  PURITAN 
FIDELITY 
FIDELITY  TREND 
FIDELITY  VALUE 
FIDELITY  EQUITY-INCOME 


1 9.0% 

18.7 

18.2 

17.0 

16.2 

15.0 

14.3 

14.2 

14.2 

14.0 


18.7% 

13.0 

15.7 

14.9 

13.6 

11.3 

9.7 
10.2 
1 1.4 

9.4 


15.8%  1.7% 
13.3  2.5 
17.9  15.9 
10.7  4.9 
17.5  10.2 


15.6 
1 1.0 
14.1 
18.7 
15.1 


U.S.  DIVERSIFIED  EQUITY  FUNDS  12  8  9  4  10  3 
STANDARD  &  POOR'S  500  14  9      9  6      9  5 

"  Appreciation  plus  reinvestment  of  dividends  and  capital  gains,  ended  Aug.  31 , 1 994 
DATA  MORNINGSTAR  INC 


strategy  to  push  up  the  prices  of  stock 
it  thinks  have  potential.  "If  Fidelity  like 
a  stock,  it  could  become  a  self-fulfillin, 
prophecy,"  says  one  prominent  Bosto 
money  manager.  "A  lot  of  their  return 
have  been  created  by  their  own  buy 
ing,"  adds  Atlanta  money  manager  Marl 
Rowland.  However.  G.  Kenneth  Heeb 
ner,  portfolio  manager  of  CGM  mutua 
funds,  says  Fidelity's  power  to  push  uj 
stock  prices  is  limited.  "Sure  they  can  d( 
it,  but  once  they've  stopped  buying,  th< 
market  can  just  as  quickly  push  it  bad 
down." 

Whatever  the  case,  size  can  have  it 
drawbacks,  too.  When  Fidelity  manager: 
fall  in  love  with  a  stock,  they  can't  buj 
indiscriminately.  The  11  stock  trader: 
who  execute  orders  for  the  manager: 
must  accumulate  the  huge  posi 
tions  Fidelity  funds  demanc 
without  tipping  off  the  market 
and  running  up  the  stock.  Say: 
David  M.  Laliberte,  head  trad 
er  for  Magellan:  "Sometime: 
it's  hard  being  patient  when 
there  aren't  any  sellers." 

Of  course,  Fidelity  is  sc 
large  a  manager  that  it  car 
sometimes  fill  an  order  by 
buying  stock  from  sister  funds, 
George  A.  Vanderheiden,  who 
runs  three  growth-stock  fund; 
totaling  about  $9  billion,  had 
his  eye  on  Cherry  Corp.,  the 
Chicago  auto  parts  supplier 
But  the  shares  were  thinly 
traded,  and  he  figured  buying 
all  he  wanted  on  the  open 
market  might  push  the  price 
too  high.  So  he  waited  until 
another  fund  wanted  to  sell 


8.7 
8.4 
3.3 
16.0 
8.5 


4.4 
5.5 
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"SINCE  TODAY'S 
BUSINESS  BUZZWORD 
IS  'GLOBAL,' 
IT'S  A  GOOD  THING 
WE  ALREADY  ARE." 


With  over  250  hotels  in  27  different  countries,  you  can 
count  on  Marriott  to  serve  all  your  business  needs  all  over  the  world. 
Call  your  travel  agent  or  1-800-228-9290. 

Harriott 

HOTELS   RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU; 


Argentina,  Aruba  (1995),  Australia,  Austria,  Barbados,  Bermuda,  Canada,  Costa  Riea  (1996),  Egypt, 
Germany,  Greece,  Hong  Kong,  Hungary,  Indonesia  ( 1999),  Japan,  Jordan,  Malaysia  ( 1996),  Mexico, 
The  Netherlands,  Pakistan,  Poland,  Puerto  Rico  ( 1995),  Saudi  Arabia,  Singapore  (1995),  Thailand, 
United  Arab  Emirates,  United  Kingdom,  United  States  of  America. 

€'1994  Miif  rit.tt  International.  Ine 


LNES  a  na^esark  #  related 
tredemarKs  of  Warner  3-os.  ©  1994 


Another  Inlvl  L-hent/oerver  success. 


Warner  Bros.  Studio  Stores  are  opening  about  as  fast 
as  a. ..beep  beep. ..Roadrunner,  and  a  big  part  of  their  busi- 
ness is  original  artwork,  or  eels,  from  Warner  Bros,  cartoons. 

"No  two  production  eels  are  alike,  yet  each  one  has  to 
be  available  in  all  of  our  iOO  stores,  simultaneously,"  says 
Karine  Joret,  Vice  President,  Worldwide  Marketing. 

What  Joret  needed  was  a  client/server  system  that 
could  f )  display  eels  in  perfect  detail,  2)  be  easy  enough 
for  any  user,  3)  make  it  impossible  for 
two  customers  to  order  the  same  eel  and 
4)  integrate  smoothly  with  their  existing 
point-of-sale  system. 

"We  also  needed  a  vendor  who  really 
knew  retailing 
and  could  do  the 
entire  job,  at  our 
speed.  It  was 
IBM." 

What  IBM 
created  is  an 
0S/2®-based  mul- 
timedia system 
with  touch-screen 
PC  clients  in 
stores  and  a  server 
in  Burbank,  all 
tied  in  to  a 
RISC-based 
network  for 

point-of-sale.  IBM  wrote  the  application 
software  and  helped  build  facilities  for  digi- 
tizing images  at  the  Warner  Bros.  Studios. 

"Now,"  says  Joret,  "instead  of  flipping 
through  photocopies,  customers  browse  on  a 
screen,  and  the  instant  a  eel  is  bought  it's  pulled  from  the 
system,  even  as  other  customers  browse  in  other  stores.  It's 
exactly  what  we  asked  for. 

"As  upcoming  animated  films,  such  as  the  Roadrunner's 
'Chariots  of  Fur,'  create  more  demand  for  our  products,  our 
business  grows  and  our  needs  change.  IBM  is  always  right 
there  with  us;  I  can't  tell  you  how  helpful  that  is." 

It's  another  side  to  client/server  IBM  takes  seriously:  that 
you're  the  client,  and  we're  the  server.  Call  us  and  you'll  see. 
That's  all  folks. 


Karine  Joret 
Vice  President 
Worldwide  Marketing 


For  more  information  about  IBM  Client/Server,  a\k  for  extension  "s<ar"  802  at 

1 800 IBM-3333. 


IBM  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 


Cherry  and  then  bought  the  shares 
through  an  intercompany  transaction— 
which  also  saves  on  commissions.  Fidel- 
ity won't  disclose  details  of  internal 
trades,  but  they  are  regularly  moni- 
tored by  the  SEC. 

For  all  of  Fidelity's  investment  sav\y. 
technological  prowess,  and  financial 
clout,  the  Fidelity  machine  still  depends 
on  the  willingness  of  investors  to  en- 
trust their  savings  to  them.  So  far, 
they've  proved  remarkably  loyal,  even 
when  times  have  been  tough.  Money 
continued  to  pour  in  after  the  1987  stock 
market  crash  and  again  during  the  1990 
bear  market. 

Fidelity's  ability  to  continually  attract 
new  investors  is  sometimes  attributed 
not  to  its  stock-picking  skills  but  to 
smart  marketing.  Its  estimated  S80  mil- 


lion advertising  budget— the  largest  in 
the  industry— has  been  deftly  used  to 
push  the  hottest  funds.  But  in  the  last 
year  especially,  as  jhe  stock  market  has 
cooled.  Fidelity's  marketing  effort  has 
shifted,  too.  Now.  the  company  is  em- 
phasizing investing  for  education  and 
for  retirement— and  the  pitch  seems  to 
be  working. 

LONG  HAUL.  Even  in  a  prolonged  market 
slump.  Fidelity  has  much  in  its  favor. 
Some  41%  of  Fidelity's  S272  billion  in 
mutual-fund  assets  is  in  401iki  plans  and 
other  retirement  accounts,  up  from  just 
28cc  in  1989.  This  steady  business  is 
growing  at  33%  a  year.  vs.  23%  for  the 
entire  fund  operation.  Although  Fidel- 
ity funds  are  mainly  sold  directly  to  in- 
vestors by  phone  and  investor  centers, 
the  company's  Fidelity  Advisor  funds 


are  now  sold  by  banks,  brokerage  firrr| 
and  financial  planners.  Investors  wl 
buy  funds  through  sales  forces  are  mui 
less  likely  to  move  money  around  ths 
those  who  buy  directly.  "Fidelity's  veJ 
well-positioned  for  the  market  we  ha\| 
now,"  says  fund  consultant  Avi  Xac| 
many  of  Strategic  Insight. 

Peter  Lynch  argues  that  Fidelity! 
growth  potential  remains  enormot 
even  if  its  funds  do  run  into  sor 
heavy  weather  occasionally.  Histor 
shows  that  the  longer  your  investmeil 
horizon,  the  more  compelling  is  the  ca 
for  owning  stocks.  As  long  as  that  coi 
tinues  to  be  true.  Fidelity's  wondroil 
stock-picking  machine  seems  likely 
approach  the  long-elusive  goal  of  pe\ 
petual  motion. 

By  Geoffrey  Smith  in  Bosto 


IN  BONDS,  FIDELITY  ISN'T  SO  FABULOUS 


Fidelity  Investments  blows  every- 
one else  away  with  its  equity 
funds.  But  when  it  comes  to  its 
fixed-income  funds,  its  record  is,  well, 
just  pretty  good.  One  reason  is  that  for 
a  long  time  Fidelity  didn't  take  bond 
funds  seriously.  It  has  just  $313  billion 
in  fixed-income  assets  under  manage- 
ment, which  trails  such  managers  as 
Franklin  Resources  Inc.  and  Vanguard 
Group.  When  those  companies  were 
building  bond  funds  during  the  1980s, 
Fidelity  focused  on  stocks. 

Over  the  past  five  years,  Fidelity 
has  been  playing  catch-up.  It  launched 
29  new  funds,  boosted  staff  by  a  third, 
to  81,  and  hired  15  specialists  in  foreign 
bonds.  The  fixed-income  managers 
work  much  like  the  equity  folks,  with 
an  organization  and  a  compensation 
plan  that  demands  teamwork. 
A  standout.  Their  record  so  far?  Not 
bad.  but  still  not  up  to  the  high 
standards  that  have  been  set 
by  Fidelity's  equity  funds.  In 
most  categories.  Fidelity's  bond 
funds  beat  the  fund  industry 
average  over  the  10-.  •>.  3-.  and 
1-year  periods  i table'.  Thomas 
J.  Steffanci.  a  PhD  in  economies 
who  joined  Fidelity  in  1990  and 
heads  the  fixed-income  group, 
says  its  bond  funds  have  per- 
formed in  the  second  quartile 
of  all  bond  funds.  His  goal:  the 
top  25%.  like  Fidelity's  equity 
funds. 

The  standout  is  Fidelity  Cap- 
ital &  Income,  the  nation's  larg- 
est junk-bond  fund.  This  power- 
house, with   $2.6  billion  in 


assets,  specializes  in  buying  up  debt 
in  bankrupt  companies  and  taking  an 
active  role  in  turning  them  around.  Its 
most  recent  success  was  R.H.  Macy 
&  Co..  in  which  it  owned  a  big  chunk 
of  subordinated  debt.  In  July,  fund 
manager  David  Breazzano  helped  push 
the  bankrupt  retailer  into  accepting  a 


THE  BOND  FUNDS:  JUST  PRETTY  GOOD 


Type  of  bond  fund 


Average  annual  total  return* 

10-year    Syear    3-year  1-year 


HIGH-YIELD  CORPORATE 

FIDELITY  AVERAGE  13.1? 
FUND  INDUSTRY  AVERAGE  10.8 
INVESTMENT  GRADE  CORPORATE 


13.7%  16.9% 
9.6  13.4 


FIDELITY  AVERAGE 
FUND  INDUSTRY  AVERAGE 

GOVERNMENT 

FIDELITY  AVERAGE 
FUND  INDUSTRY  AVERAGE 

MUNICIPAL 

FIDELITY  AVERAGE 
FUND  INDUSTRY  AVERAGE 


10.3 
10.3 


8.3 
7.9 


7.7 
7.1 


10.1 
9.3 


7.1 
~  - 


9.4 
9.2 


7.7 
7.5 


5.8 

5.9 

7.3 
7.2 
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3.8% 

2.3 

-1.5 
-2.1 

-1.9 
-2.2 

-0.7 
-0.7 
994 


merger  from  Federated  Departmen 
Stores  Inc.,  producing  a  30%  retun 
on  his  investment. 

Taken  together,  Fidelity's  threel 
junk-bond  funds  have  topped  the  aver- 
age by  at  least  three  percentage] 
points  over  the  past  3-,  5-,  and  10- 
year  periods.  That's  no  surprise,  since 
junk-bond  investing  is  a  first  cousin 
to  equity  investing.  To  do  it  right, 
portfolio  managers  have  to  know  how 
to  tear  apart  a  financial  statement  and 
question  a  CEO. 

bad  SHOW.  Most  of  Fidelity's  other 
bond  funds  have  done  reasonably 
well— during  a  year  that  has  been  very 
tough  for  all  bond  funds.  Fidelity  Inter- 
mediate Bond,  the  largest  investment- 
grade  bond  fund,  is  down  2%,  but  it's 
still  faring  better  than  nearly  90%  of 
its  competitors.  Yet  Fidelity  New  Mar- 
kets Income  Fund,  which  invests  in 
emerging  markets  debt,  is 
down  14%.  Fidelity  Spartan 
Long-Term  Government  Bond 
has  a  total  return  of  -11.6% 
over  the  past  12  months.  While 
all  long-term  bond  funds  have 
suffered,  that's  still  one  of  the 
worst  showings.  "This  year  has 
been  a  humbling  experience"  for 
Fidelity's  bond  managers,  says 
Eric  Kobren,  publisher  of  Fi- 
delity Insight,  which  tracks  Fi- 
delity's funds. 

Humbling  is  not  a  common 
word  in  Fidelity's  lexicon.  You 
can  bet  Fidelity  will  do  every- 
thing possible  to  avoid  being 
humbled  again. 

By  Geoffrey  Smith  in  Boston 
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Statue  of  Liberty,  New  York 


Credit  Suisse's  success  is  rooted  in  the  free-enter- 
prise traditions  of  one  of  the  world's  longest-establis- 
hed democracies.  We  combine  the  essential  qualities 
of  Swiss  stability,  security  and  reliability  with  a  dyna- 
mic global  presence. 


Credit  Suisse,  in  partnership  with  CS  First  Boston, 
is  one  of  the  world's  leading  international  financial 
services  groups.  Full-service  banking  backed 
by  solid  Swiss  tradition  -  it's  a  combination  that's 
hard  to  beat. 


We  do  more  to  keep  you 


at  the  top. 


CREDIT  SUISSE 
CS 


Zurich  (Head  Office)  Abu  Dhabi  Atlanta  ■  Barcelona  ■  Beijing  Berlin  Bogota  ■  Buenos  Aires  ■  Cairo  ■  Caracas  Chicago  ■  Dubai  ■  Frankfurt  ■  Gibraltar  Guernsey  ■  Hong  Kong  •  Houston  Johannesburg 
London  ■  Los  Angeles  Luxembourg   Madrid  Manama  (Bahrain)  ■  Melbourne  ■  Mexico  City  ■  Miami  Milan  Monte  Carlo  Montevideo  -  Montreal  -  Moscow  Munich  ■  Nassau  (Bahamas)  New  York 
Nuremberg  Osaka  Pans  Rio  de  Janeiro  Santiago  San  Francisco  Sao  Paulo  Seoul  Shanghai  Singapore  Stuttgart  ■  Taipei  Tehran  ■  Tokyo  Toronto  ■  Vancouver  Vienna 


Why  d<  >cs  a  person  favor  one  thing  over  another?  When  it  comes  to  the  Honda  Accord,  there  are  lots 
reasons.  The  revolutionary  145-horsepower  VTEC  engine,  for  example.  A  model  combination  of  performan 
and  efficiency.  And  the  quiet,  comfortable  interior  that  lets  you  feel  in  charge  and  pampered  at  the  same  tin 

■R.I  I'olk  c\  ( >..  Jinitr  1994  Calendar  >c.ir  to  Date  Retail  Registrations.  Accord  EX  Coupe  model  show  n  and  described.   ©1994  American  Honda  Motor  Co..  Inc. 


More  people  choose  the  Accord 
over  any  other  car.' 


e's  a  lot  to  be  said  for  personal  style  as  well.  And  the  Accord  Coupe  says  it  quite  nicely.  In  fact,  every  Accord 

lere  is  making  a  statement.  One  which  nmwn«ii      ,  ^ 

:  and  more  people  seem  to  agree  with.  The  AcCOrd  Coupe  ^□□□□u  A  Car  Ahead 
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MUTUAL  FUNDS 


REVERSALS  OF  FORTUNE 
FOR  MUTUAL  FUNDS 
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Many  went  from  darlings  to  losers  and  vice  versa,  making  the  third  quarter  a  'Very  dramatic  time" 

OL   11  that  glittered  in  1994's  third 
MM  quarter  was  not  gold.  Mutual 
^^^k  funds  that  focused  on  emerging 
Latin  American  markets  crowded  the 
list  of  top  performers,  joined  by  a  num- 
ber of  domestic  technology  and  health- 
care portfolios,  as  well  as  funds  target- 
ing China  and  Southeast  Asia.  But  the 
most  dazzling  performance  did  come 
from  a  pure  play  on  the  yellow  metal. 
After  ending  1994's  first  half  down 
15.30%,  the  $137  million  Lexington  Stra- 
tegic Investments  Fund,  which  focuses 
on  South  African  gold  shares,  snapped 
out  of  its  lethargy  to  tear  up  the  charts, 
ending  the  quarter  with  a  43.55%  gain. 

That  turnaround  is  just  one  example 
of  the  abrupt  reversals  of  fortune  many 
funds  experienced  in  1994's  third  quar- 
ter. Many  of  the  quarter's  big  winners, 

such  as  the  Latin  America  funds,  were 
investment  pariahs  earlier  in  the  year, 
when  their  thinly  traded,  frothy  native 
stock  markets  suffered  sizable  correc- 
tions. And  many  of  the  quarter's  losers, 
such  as  funds  concentrating  on  Japanese 
stocks  and  real  estate,  were  the  first 
half's  darlings.  Case  in  point:  Capstone 
Nikko  Japan.  It  wowed  investors  with  a 
first-half  total  return  of  27.69%,  making 
it  the  second-best-performing  fund.  This 
quarter,  it  had  the  dubious  distinction  of 
being  the  fourth-worst  performer,  falling 
almost  7%.  "The  second  to  third  quarter 
was  a  very  dramatic  time,"  says  John 
Reken thaler,  Morningstur  Mutual  Funds' 
editor.  "It's  a  perfect  reminder  of  how 
easy  it  is  to  lose  money  by  selling  funds 
that  have  gone  down  and  buying  funds 
that  have  gone  up." 

Many  equity  funds,  however,  had  ha 
pier  tales  to  tell  of  how  they  did  tl 
summer.  None  of  the  19  equity-fui 
groups  tracked  by  mutual-fund  da 
company  Morningstar  Inc.  turned  in 
negative  return,  in  stark  contrast  wi 
the  parade  of  negative  signs  precedii 
the  same  fund  categories  in  the  fir 
half.  Equity  funds  were  up  an  averaj 
of  5.2%,  a  decent  return  and  a  big  it 
provement  from  their  -3.38%  return  ; 
of  June  30.  That  beat  the  Standard 
Poor's  500-stock  index  average,  up  4.19 
as  of  Sept.  26. 

If  equities  emerged  from  the  summ< 
somewhat  refreshed,  bond  funds  wei 
still  stressed  out  from  the  deleterioi 
effect  of  rising  interest  rates.  While  ir 
proving  since  the  first  half,  many  bor 
funds  had  puny  returns.  Taxable  fixe 
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LEXINGTON  STRATEGIC  INVESTMENTS  43.55%  FIDELITY  SEL.  SOFTWARE  &  COMPUTER  19.86% 

BT INVMNT.  LATIN  AMERICAN  EQUITY  34.52  MORGAN  STANLEY  INSTL  EMERG.  MKTS.  1 9.68 

HERCULES  LATIN  AMERICA  VALUE  32.17  FIRST  AMERICAN  TECHNOLOGY  A  19.60 

GOVETTLATIN  AMERICA  31.21  FIDELITY  SELECT  PRECIOUS  METALS  &  MIN.  19.46 

G.T.  LATIN  AMERICA  GROWTH  A  30.60  MONTGOMERY  INSTL  EMERGING  MARKETS  19.33 

FIDELITY  LATIN  AMERICA  29J0  PBHG  EMERGING  GROWTH  19.09 

SEVEN  SEAS  EMERGING  MARKETS 27^92  USAA  INVESTMENT  GOLD  17.91 

UST  MASTER  EMERGING  AMERICAS  27.60  MONTGOMERY  EMERGING  MARKETS  17.91 

UNITED  SERVICES  GOLD  27.42  KEYSTONE  PRECIOUS  METALS  HOLDINGS  17.61 

T.  ROWE  PRICE  LATIN  AMERICA  27.14  VANGUARD  SPEC.  GOLD  &  PREC.  METALS  17.31 

SELIGMAN  COMM.  &  INFORMATION  A  26.89  BENHAM  GOLD  EQUITIES  INDEX  16.99 

TCW/DW  LATIN  AMERICAN  GROWTH  26.68  MERRILL  LYNCH  DEVEL.  CAPTL  MKTS.  A  16.97 

MERRILL  LYNCH  LATIN  AMERICA  B  26.31  SMITH  BARNEY  SHEARSON  PREC  MET.  &  MIN.  B  16.88 

SCUDDER  LATIN  AMERICA  25.88  FIDELITY  SELECT  MEDICAL  DELIVERY  16.85 

FIDELITY  EMERGING  MARKETS  25.31  LEXINGTON  STRATEGIC  SILVER  16.84 

G.T GLOBAL  EMERGING  MARKETS  A  25.12  THOMSON  PRECIOUS  METALS  &  NAT.  RES.  B  16.75 

RBB-BEA  EMERGING  MARKETS  EQUITY  23^59 TWENTIETH  CENTURY  GIFTRUST  INVESTORS  16.72  " 

VAN  ECK INTL  INVESTORS  GOLD  22.92  FRANKLIN  GOLD  1 6.47 

MORGAN  GRENFELL  EMERG.  MKTS.  EQ.  22.80  BULL  &  BEAR  GOLD  INVESTORS  1 6.23 

PFAMCO  EMERGING  MARKETS  INSTL  22  71  JPM  INSTITUTIONAL  EMERGING  MKTS.  EQ.  16.19 

VANGUARD  INTL.  EQ.  INDEX  EMERG.  MKTS.  22.61  FIDELITY  SOUTHEAST  ASIA  16.16 

FIDELITY  SELECT  PAPER  &  FOREST  PRODUCTS     21.38  T.  ROWE  PRICE  SCIENCE  &  TECHNOLOGY  16.16 

LEXINGTON  GOLDFUND  21.34  PIONEER  GROWTH  16.15 

FIDELITY  SELECT  DEVELOPING  COMM.  20.61  PIERPONT  EMERGING  MARKETS  EQ.  16.14 

GOVETT  EMERGING  MARKETS  ""20.45 KEYSTONE  AMERICA  HARTWELL  EMERG.  GR.  A  16.13 
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I  fears  in  the 
U.S.  and  a 
stabilizing  po- 
litical environ-  j 
ment  in  South 
Africa  fueled 
a  resurgence 
in  gold 

Economic  re- 
forms in 
Latin  America 
led  funds  in- 
vesting in 
Mexico, 
Brazil,  and 
Argentina  to 
rack  up  hefty 
double-digit 
returns 
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me  funds  returned  an  aver- 
of  0.22%,  while  municipal- 
1  funds  moved  up  just  0.24%. 
isury-bond  funds  had  a  return 
0.17%.  High-yield  bond  funds 
the  most,  an  average  of 
%>.  That  puzzles  Morningstar's 
enthaler,  since  high-yield 
s  often  act  like  stock  funds, 
her  the  high-yield  market  is 
r  astute  and  is  discounting  an 
lomic  slowdown  early,  as  it 
in  1989,  or  there  are  some 
it  high-yield  bargains  out 
e,"  he  says. 

E  gold?  The  few  bright  spots 
ondland  were  in  areas  that 
;r  had  some  stock  market  ex- 
ire,  such  as  convertible  bond 
s,  up  3.26%,  or  that  tracked 
r  hot  areas,  such  as  emerging 
kets.  The  top-performing  tax- 
bond  fund,  for  example,  is  the 
:.5  million  Fidelity  New  Markets  In- 
g  Fund,  which  invests  in  emerging- 
kets  debt  and  is  up  almost  17%. 
;  return  is  even  more  remarkable 
ght  of  the  fund's  more  than  20% 
as  of  early  August, 
obert  Citrone,  the  fund's  manager, 
[its  the  overall  rebound  in  the 
rging  markets  fixed-income  area  for 
comeback.  Citrone  had  large  expo- 
s  to  two  of  the  best-performing  mar- 
in  Latin  America,  with  over  20%  in 
il  at  one  point  and  more  than  10%  in 
idor.  The  fund  also  benefited  from  a 


MOSTLY  MIDDLING  RETURNS 
FOR  THE  BIG  FUNDS 


Funds 

Total* 
return 

Assets" 
Billions 
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TWENTIETH  CENTURY  ULTRA  INVESTORS 

5.04 

10.0 

JANUS 

2.25 

9.7 

VANGUARD  INDEX  500 

4.42 

9.2 

"Appreciation  plus  reinvested  dividends  and  capital  go 
"As  of  8/31/94 

ns,  June  30  through  Sept.  26, 1994 

DATA:  MORNINGSTAR  INC 

high  weighting  in  floating-rate  debt. 
That  meant  that  the  rise  in  short-term 
interest  rates  actually  boosted  the  fund's 
return,  since  many  bonds  reset  at  high- 
er rates. 

While  many  gold  funds  sparkled  this 
quarter,  Lexington  Strategic  Invest- 
ments shone  the  brightest.  The  fund 
benefited  from  its  focus  on  South  Afri- 
can gold  shares,  which  moved  up  more 
than  North  American  gold  stocks  after 
political  concerns  in  South  Africa  abated. 
But  one  gold  fund  ended  up  on  the  list 
of  "worst"  funds.  The  tiny  $1.7  million 
Monitrend  Gold  is  a  bearish  hedged  fund 


that  focuses  on  North  American 
mining  shares  and  didn't  share  in 
the  outperformance  of  South  Afri- 
can gold  shares.  The  fund  is  down 
5.73%  for  the  quarter. 
BULLISH  outlook.  What  might 
the  future  hold  for  gold  funds? 
Lexington  Strategic  Investments' 
portfolio  manager  Robert  W. 
Radsch,  who  began  managing  the 
fund  in  July  after  12  years  of 
managing  a  gold  fund  for  Bull  & 
l  icai'  ( Iroup,  cites  slowing  produc- 
tion and  steadily  increasing  jewel- 
ry demand  as  long-term  positives. 
After  trading  in  a  fairly  narrow 
range  for  most  of  the  year,  gold 
topped  $400  an  ounce  on  Sept.  27 
for  the  first  time  in  more  than  a 
year.  Yet  gold  funds  are  notori- 
ously volatile  and  are  best  used 
as  part  of  a  diversified  portfolio. 
Many  funds  that  explored  the  wilds  of 
the  emerging  markets  find  themselves 
on  the  top  50  list.  The  biggest  winners 
were  a  few  small,  barely  year-old  funds 
investing  in  Latin  America,  such  as  the 
$30  million  BT  Investment  Latin  Ameri- 
can Equity  Fund,  which  took  second 
place,  and  its  sister  fund,  the  $38  million 
Hercules  Latin  American  Value  Fund, 
which  was  in  third  place.  Maria  Elena 
Carrion,  the  funds'  manager  and  head  of 
the  Latin  American  equities  team  at  BT 
Investment,  says  the  funds  were  up 
more  than  30%  because  her  group's 
"pounding-the-table  bullish"  outlook  on 


STEADMAN  OCEAN  TECHNOLOGY  &  GROWTH 

-10.53% 

MORGAN  GRENFELL  INTL.  SMALL  CAP  EQUITY 

-2.34% 

DFA  JAPANESE  SMALL  COMPANY 

-8.52 

COHEN  &  STEERS  REALTY 

-2.16 

G.T.  JAPAN  GROWTH  A 

-7.20 

AMERICAN  CAPITAL  REAL  ESTATE  SECS  B 

-2.11 

CAPSTONE  NIKKO  JAPAN 

-6.82 

VANGUARD  INTL  EQUITY  INDEX  PACIFIC 

-2.07 

T.ROWE  PRICE  JAPAN 

-6.70 

FIDELITY  REAL  ESTATE  INVESTMENT 

-2.06 

MONITREND  GOLD 

-5.73 

PRA  REAL  ESTATE  SECURITIES 

-1.90 

FIDELITY  JAPAN 

-5.64 

CGM  REALTY 

-1.90 

JAPAN 

-5.19 

GROWTH  FUND  OF  WASHINGTON 

-1.81 

FIDELITY  SELECT  AUTOMOTIVE 

-5.02 

SMITH  BARNEY  SHEARSON  UTILITIES  B 

-1.81 

CAPSTONE  NEW  ZEALAND 

-4.88 

STEADMAN  INVESTMENT 

-1.80 

WRIGHT  EQUIFUND- JAPANESE  NATL.  FID.  EQ. 

-4.87 

SEI  INTERNATIONAL  PACIFIC  BASIN  A 

-1.64 

FIDELITY  SELECT  BROKERAGE  &  INVESTMENT 

-4.81 

CAPSTONE  FUND  OF  THE  SOUTHWEST 

-1.53 

FIDELITY  SELECT  NATURAL  GAS 

-4.28 

FIDELITY  SELECT  UTILITIES  GROWTH 

-1.53 

MORGAN  STANLEY  INSTL.  JAPANESE  EQUITY 

-4.03 

FIDELITY  SELECT  ENERGY 

-1.52 

ROBERTSON  STEPHENS  CONTRARIAN 

-3.88 

INVESCO  STRATEGIC  ENERGY 

-1.51 

RYDEX  URSA 

-3.32 

EAGLE  GROWTH 

-1.42 

STEADMAN  AMERICAN  INDUSTRY 

-3.31 

JOHN  HANCOCK  FREEDOM  NATL.  AVIA.  &  TECH.  A 

-1.30 

PIONEER  WINTHROP  REAL  ESTATE  INVMNT. 

-2.94 

CAPITAL  GROWTH  A 

-1.24 

DREYFUS  STRATEGIC  GROWTH 

-2.90 

DFA/AEW  REAL  ESTATE  SECURITIES 

-1.24 

EV  MARATHON  TOTAL  RETURN 

-2.74 

PAINEWEBBER  GLOBAL  ENERGY  B 

-1.24 

UNITED  SERVICES  REAL  ESTATE 

-2.64 

STATE  STREET  RESEARCH  GLOBAL  ENERGY  A 

-1.18 

MERRILL  LYNCH  PACIFIC  B 

-2.60 

CAPITAL  GROWTH  INVESTMENT 

-1.18 

COLUMBIA  REAL  ESTATE  EQUITY 

-2.57 

CALDWELL  &  ORKIN  AGGRESSIVE  GROWTH 

-1.14 

PAINEWEBBER  EUROPE  GROWTH  A 

-2.57 

PIERPONT  INTERNATIONAL  EQUITY 

-1.14 

EV  TRADITIONAL  TOTAL  RETURN 

-2.51 

WPG  DIVIDEND  INCOME 

-1.08 

The  land  of 
the  rising 
sun  became 
the  land  of 
declining  re- 
turns: Japan 
funds,  the 
first-half  fa- 
vorites, fell 
from  their 
lofty  highs 


u 


tilities  lost 
their  glow 
as  increasing 
competition 
led  to  the  un- 
thinkable: 
Some  utilities 
cut  their  divi- 
dends in 
1994 
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GROUPS  FARED 
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Fund  group 

Total  return 

Total  return 

SPECIALTY-PRECIOUS  METALS 

1 5.46% 

EUROPE 

3.32% 

SPECIALTY-HEALTH 

11.64 

EQUITY-INCOME 

3.20 

SPECIALTY-TECHNOLOGY 

11.50 

ASSET  ALLOCATION 

2.58 

MAXIMUM  GROWTH 

6.92 

BALANCED 

2.40 

SMALL  COMPANY 

6.78 

SPECIALTY-MISCELLANEOUS 

1.70 

FOREIGN 

6.75 

SPECIALTY-UTILITIES 

1.62 

PACIFIC 

5.66 

INCOME 

1.01 

WORLD 

5.08 

SPECIALTY-FINANCIAL 

0.57 

GROWTH 

4.71 

U.S.  DIVERSIFIED  EQUITY 

4.82 

SPECIALTY-NATURAL  RESOURCES 

4.45 

ALL  EQUITY  FUNDS 

5.18 

GROWTH  &  INCOME 

3.66 

S&P  500 

4.19 

Taking  risks 
—especially 
abroad— was 
the  name  of 
the  game. 
International 
equities  out- 
performed 
domestic  stocks 
for  yet  another 
quarter 


the  markets  at  the  end  of  the  second 
quarter  proved  on  the  mark.  The  funds 
moved  into  markets  that  had  been  clob- 
bered in  the  first  half,  heavily  over- 
weighting in  Argentina,  Brazil,  and  Mex- 
ico, reducing  the  fund's  cash  position  to 
the  smallest  ever.  Since  then,  Carrion 
has  been  shifting  a  bit  out  of  Brazil  and 
into  Mexico  and  Argentina.  Should  the 
Brazilian  stock  market  lose  15%  to  20% 
of  its  value,  Carrion  says  she  would  look 
at  it  again. 

A  soaring  Brazilian  stock  market  also 
buoyed  the  performance  of  the  fourth 
runner-up  for  best  equity  fund,  the  $342 
million  GT  Latin  America  Growth  A 
Fund,  up  almost  31%.  Investment  man- 
ager Soraya  Betterton  gives  a  40% 
weighting  in  Brazil  credit  for  much  of 
the  increase.  Brazilian  equities  were 
helped  by  the  success  of  former  Finance 
Minister  Fernando  Henrique  Cardoso's 
currency  reform,  which  helped  reduce 
the  inflation  rate  from  45%  to  50%  per 
month  back  in  July  to  under  1%  cur- 
rently. Also  helping  the  Sao  Paulo  Stock 
Exchange  is  the  strong  standing  of  free- 
market  advocate  Cardoso  in  the  polls, 
making  it  likely  that  he  will  win  the 
presidential  election  in  October.  "In  the 


medium-term,  Brazil  has  the  most  po- 
tential in  Latin  America,"  says  Better- 
ton.  "But  it  is  also  perhaps  the  most 
vulnerable  to  a  near-term  correction." 
growth  focus.  Not  all  the  kudos  go 
to  funds  that  invest  overseas,  however: 
Merger  mania  boosted  health  funds  into 
the  second-best-performing  equity 
group,  up  11.64%.  Technology  funds  took 
third  place,  rising  11.5%  after  enjoying  a 
big  rally  in  August.  That  moved  $220 
million  Seligman  Communications  &  In- 
formation A  Fund  into  11th  place  for 
the  quarter,  up  26.89%.  The  fund  has 
about  35%  of  its  portfolio  in  semiconduc- 
tor-related stocks.  The  fund's  top  hold- 
ings include  EMC,  a  maker  of  memory 
devices  for  mainframe  computers;  Ad- 
vanced Micro  Devices  Inc.,  an  Intel 
Corp.  rival  in  the  race  to  come  out  with 
the  new  generation  of  microprocessors; 
and  Parametric  Technology  Corp.,  a 
software  maker. 

Looking  ahead,  fund  experts  speak  of 
a  coming  turn  from  value  stocks  to 
growth  stocks.  "After  2%  years,  growth 
stocks  are  quite  reasonably  valued  rela- 
tive to  value  stocks,  and  the  cycle  is 
ready  to  turn,"  says  Rekenthaler.  The 
question  is  when.  Investment  manager 


THE  BEST-PERFORMING  BOND  F 


TAXABLE  FUNDS 

TAX-FREE  FUNDS 

Total  return* 

Total  return* 

FIDELITY  NEW  MARKETS  INCOME 

1 6.72% 

MAS  PA  MUNI  FIXED-INCOME 

1 .84% 

G.T.  GLOBAL  HIGH-INCOME  B 

9.97 

MAS  MUNI  FIXED-INCOME 

1.37 

ALLIANCE  GLOBAL  DOLLAR  GOVERNMENT 

3  8.86 

CGM  AMERICAN  TAX-FREE 

1.34 

SCUDDER  EMERGING  MARKETS  INCOME 

8.43 

CALVERT  TAX-FREE  RESERV.  LONG-TERM  A 

1.20 

BEAR  STEARNS  EMERGING  MARKETS  DEBT 

8.13 

CALVERT  TAX-FREE  RESERV.  VT  MUNI  A 

1.17 

GOVETT  DEVELOPING  MARKETS  BOND 

6.16 

DREYFUS  BASIC  MUNICIPAL  INTERMEDIATE 

1  17 

.............. 

FIDELITY  CONVERTIBLE  SECURITIES 

6.12 

FRANKLIN  CA  TAX  FREE  INCOME 

PRUDENTIAL  INCOMEVERTIBLE  B 

6.03 

SMITH  BARNEY  MUNI  BOND  CA  A 

1.14 

.............. 

DEAN  WITTER  CONVERTIBLE  SECURITIES 

5.50 

SUNAMERICA  TAX-EXEMPT  INSURED  A 

ALLIANCE  BOND  CORP.  BOND  A 

4.80 

HANIFEN,  IMHOFF  CO.  BONDSHARES 

1.13 

'Appreciation  plus  reinvested  dividends  and  capital  gains,  June  30  through  Sept.  26, 1994 


DMA:  M0RH1NGSTAR  INC. 


Kurt  Brouwer  of  San  Francisco-bas«3l 
Brouwer  &  Janachowski,  says  he  is  all 
starting  to  look  more  at  growth  stock 
He  likes  the  Warburg  Pincus  Emergii; 
Growth  Fund  as  well  as  the  Janus  Fun-': 
both  of  which  "can  really  run  fast  whq 
things  turn  around." 

Money  continued  to  flow  into  equity 
funds  in  the  third  quarter.  Net  new  cas| 
flow  into  stock  funds  was  $14.1  billion  I 
August,  up  from  $9.2  billion  in  July,  ar| 
$12.2  billion  in  August  of  1993.  So  fcj 
this  year,  the  flow  of  money  into  equit| 
funds  is  up  12.4%  compared  with  thl 
same  period  in  1993— which  was  a  recorj 
year.  At  T.  Rowe  Price  Associates  Inc 
"we're  running  ahead  of  last  year 
record  pace  for  equity  funds,"  say 
spokesman  Steven  Norwitz.  Cash  flo 
into  domestic  equity  funds  has  doublec 
he  says,  and  it's  up  61%  for  internatior 
al  equities. 

Bond  funds  are  a  different  story,  wit 
the  industry  experiencing  a  continue 
net  outflow  of  money.  "It's  like  Chines 
water  torture,"  says  Norwitz.  "Ever 
month,  a  little  more  money  leaves  bon 
funds."  Some  of  that  money  is  finding 
new  home  in  money-market  funds.  Fo 
example,  Norwitz  says  that  $500  millioi 
of  the  $525  million  flowing  into  T.  Row 
Price's  money  funds  thus  far  in  199 
came  from  exchanges  out  of  other 
Rowe  Price  funds.  Such  an  inflow  int< 
money  funds  contrasts  with  the  firs 
eight  months  in  1993,  when  $454  mil 
lion  flowed  out  of  T.  Rowe  Price's  mon 
ey  funds. 

If  there's  any  wisdom  to  be  gainec 
from  the  third  quarter's  results,  it's  thai 
chasing  trends,  such  as  riding  on  th( 
coattails  of  the  quarter's  winners,  can  dc 
serious  violence  to  your  portfolio.  In 
tumultuous  quarter  when  so  many  ab 
ject  losers  turned  into  high-flyers  and 
vice  versa,  the  smartest  move  might  be 
to  ignore  the  crowd,  study  the  numbers 
and  come  up  with  your  own  recipe  for 
success. 

By  Suzanne  Woolley  in  New  York 
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Global 


A  seamless 
travel  experience 
around  the 
world. 


For  you,  the  cooperation  of  Delta  Air  Lines,  Singapore  Airlines  and  Swissair  has  pleasant  conse- 
quences on  a  global  scale.  The  timetables  of  all  three  airlines  are  coordinated  to  give  you  smooth  access 
to  more  than  300  destinations  worldwide.  En  route,  there  are  400  city  ticket  offices  ready  to  serve 
you.  And  on  a  trip  around  the  globe,  you  can  benefit  from  specially  attractive  (around-the-world)  air 
fares.  All  these  benefits  add  up  to  the  perfect  fit:  Global  Excellence  and  you. 


^  DELIA  sinGAPORE 

AIRLINES  AiRLir.Es 


Swissair 


GLOBAL  EXCELLENCE- 
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BY  GENE  G.  MARCIAL 


U.S.  SHOE  AND 
NINE  WEST:  A  '90s 
CINDERELLA  STORY? 


■  f  the  shoe  fits,  grab  it.  That's  just 
I  what  Nine  West  Group  tried  to  do 
I  in  August— buy  the  footwear  oper- 
ations of  U.  S.  Shoe  for  S425  million. 
But  the  offer  was  rejected,  to  the  con- 
sternation of  some  big  U.  S.  Shoe 
shareholders  who  felt  the  bid  should 
have  been  accepted.  Now  there's  talk 
that  Nine  West,  a  major  maker  of 
women's  shoes,  will  return.  "We  be- 
lieve Nine  West  will  come  back  with  a 
restructured  offer  that  will  be  more 
compelling  to  U.  S.  Shoe,"  says  Todd 
Slater  of  UBS  Securities. 

If  that  happens,  expect  U.  S.  Shoe's 
stock,  trading  at  20  a  share  on  the  Big 
Board,  to  kick  up.  Investors  figure  that 
on  the  whole,  the  stock  is  underval- 
ued and  is  worth  S35  to  S40  a  share. 

Nine  West's  original  proposal  called 
for  a  two-step  deal:  U.  S.  Shoe  would 
spin  off  to  shareholders  full  ownership 
of  its  apparel  and  optical  units,  which 
account  for  about  three-quarters  of  its 
revenues.  U.  S.  Shoe's  footwear  busi- 
ness, which  Ladenburg  Thalmann  ana- 
lyst Barry  Bryant  estimates  is  worth 
$475  million  to  $525  million,  would  then 
be  merged  with  those  of  Nine  West. 
Dissident  shareholders  have  been  pres- 
suring management  to  split  the  compa- 
ny up  to  extract  the  fall  value  of  its 
assets. 

clear  vision?  Analyst  Bryant  says 
U.  S.  Shoe's  footwear  unit  would  be 
an  ideal  match  for  Nine  West's  opera- 
tions. U.  S.  Shoe  produces  and  out- 
sources shoes  mainly  in  Asia  and  Eu- 
rope. Nine  West  makes  most  of  its 
shoes  in  Brazil,  where  it  could  produce 
certain  brands  of  U.  S.  Shoe's  products 
more  efficiently  and  at  much  lower 
costs,  notes  Bryant. 

Apart  from  U.  S.  Shoe's  footwear  di- 
vision—401  stores  accounting  for  27%  of 
sales  last  year— the  company  is  also 
big  in  women's  apparel,  which  generat- 
ed 48%  of  revenues  in  1993.  In  addi- 
tion, the  company  makes  and  sells  op- 
tical products  through  its  LensCrafters 
unit,  which  .generated  27%  of  sales. 

The  eyewear  division  has  also  at- 
tracted a  possible  buyer,  says  invest- 
ment manager  Mark  Boyar,  one  of  the 
shareholders  backing  a  spin-off  move. 
He  notes  that  the  founder  and  former 
owner  of  LensCrafter,  Dean  Butler, 
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U.S.  SHOE  COULD 
KICK  UP  SOON 
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has  expressed  interest  in  buying  back 
the  optical  company.  Boyar  puts  its 
value  at  $715  million,  or  about  $15  a 
share.  "That's  a  most  conservative  val- 
uation," says  Boyar.  Butler  owns  Vi- 
sion Express  in  Britain,  an  optical-prod- 
ucts retailer,  notes  Boyar. 

"Ultimately,  U.  S.  Shoe  will  go  the 
way  of  Sears  Roebuck,  which  resisted 
for  a  long  time  shareholders'  demand 
that  it  sell  or  spin  off  assets  to  en- 
hance shareholder  value,"  says  Boyar. 
Management  doesn't  own  a  big  stake 
in  the  company,  he  adds,  and  that's 
"one  reason  why  management  has  been 
slow  to  react  to  shareholder  concerns." 

Enhancement  of  U.  S.  Shoe's  value, 
though,  doesn't  depend  entirely  on  a 
deal.  Jeff  Stein  of  McDonald  &  Co.  in 
Cleveland  says  the  company  is  now 
turning  around.  Absent  any  spin-offs  or 
asset  sales,  the  stock  could  hit  30  in  12 
to  18  months.  Try  that  on  for  size. 


THE  MAKINGS  OF  A 
DYNAMIC  BANK  DUO 


Last  August,  rumors  were  rampant 
that  Bank  of  New  York,  the  na- 
tion's 16th-largest  bank  holding 
company,  with  assets  of  $53  billion, 
would  acquire  Fleet  Financial  Group, 
the  aggressive  regional  financial-sevic- 
es  company.  Fleet's  stock  hit  41.  Most 
banking  analysts  were  leery  of  the  ru- 
mors—and both  banks  ignored  them. 
Fleet's  stock  eased  to  37. 

End  of  story?  Maybe  not.  Some 
takeover  investors  have  been  adding  to 
their  Fleet  shares  every  time  the  stock 
dips.  One  buyout  pro  insists  that  talks 
between  Fleet  and  Bank  of  New  York, 
"have  been  ongoing  despite  analysts' 


arguments  to  the  contrary."  He  col  fl 
tends  that  the  talks  have  reached!  | 
stage  where  "the  odds  have  turn«J 
very  favorable  toward  an  initial  agre? 
ment  being  reached  before  long"  b» 
tween  the  two  banking  companies.  I 
combination  would  create  an  "awesom|  \> 
giant  in  financial  services,  he  says.  | 

This  pro,  who  is  betting  on  a  takl 
over  bid,  estimates  Fleet's  buyoifl 
worth  at  $50  a  share.  With  assets  M 
$49  billion,  Fleet  owns  about  89  i 
branches  in  the  New  England  regioifc| 
And  it  controls  Fleet  Mortgage  Grouj '} 
which  has  a  servicing  portfolio  of  $78-1 
billion.  Fleet's  consumer  finance,  iij 
vestment-service,  and  securities  operas 
tions  have  also  been  expanding.  Tbl 
bank  is  repurchasing  4.4%  of  its  sharefl 

Bank  of  New  York's  securities-prc| 
cessing  operations,  including  the  lucr$ 
tive  domestic  ADR  (American  deposf 
tary   receipt)   business,   has  bee 
growing  at  a  rapid  pace,  notes  Georg 
Salem  of  Prudential  Securities.  Fta 
could  give  Bank  of  New  York  a  fa: 
flung  branch  system  that  would  great! 
ly  expand  its  reach. 


NOW  THIS  IS  REAL 
MANAGED  CARE 


Most  health-care  stocks  hav< 
been  looking  rather  anemic 
so  far  this  year.  But  noi 
Medaphis,  a  robust  provider  of  man 
agement  services  to  doctors  and  hospi 
tals.  It  has  been  chalking  up  alluring 
profits,  pushing  Medaphis'  stock  froi 
25  a  share  in  mid-July  to  36. 

What  drugs  is  Medaphis  on?  "Noth- 
ing but  plain,  old-fashioned  aggressive 
growth  and  dominance  in  a  lucrative 
market,"  says  investment  adviser  An 
drew  Lanyi.  Based  on  performance  and 
recent  acquisitions,  he  expects 
Medaphis  to  earn  $1.15  a  share  this 
year  and  $1.50  in  1995,  vs.  80C  in  1993. 

Over  the  past  two  years,  Medaphis 
has  acquired  two  of  its  biggest  compet 
itors,  making  it  the  largest  provider 
of  management  services  to  the  medical 
industry— a  market  estimated  to  gener- 
ate more  than  $30  billion  in  annual 
revenues.  With  Medaphis  sales  at  only 
$250  million  in  1993,  "its  potential  for 
sustained  rapid  growth  is  great,"  says 
Lanyi.  The  key  to  the  growth,  he  ex- 
plains, is  the  repeat  business  that  Med- 
aphis gets  from  its  major  customers. 

Its  most  recent  acquisition  was  Ad- 
vaCare,  a  provider  of  management  ser- 
vices for  $38  milllion.  AdvaCare  posted 
sales  of  $68  million  in  1993. 
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IF  YOU  THINK  HEALTH  CARE 
IS  EXPENSIVE  NOW... 


Those  advocating  the  proposed 
national  health  care  plan  would 
have  us  believe  that  it  will  provide 
better  medical  treatment  across  the 
country.  All  Americans  will  be  able  to 
receive  the  optimum  treatment,  they 
claim.  But  here's  what  they're  not  telling 
us: 

Over  87%  of  America  does  receive 
the  optimum  treatment  now.  If  passed, 
this  "national  program"  designed  to 
cover  the  13%  of  Americans  without 
any  policies  will  actually  reduce  the 
quality  of  health  care  we  enjoy  today 
and  increase  the  cost  we  currently  pay. 
As  P.J.  O'Rourke  phrased  it,  "If  you  think 
health  care  is  expensive  now,  wait  until 
you  see  what  it  costs  when  it's  free." 

And  have  we  ever  paused  to  consider 
that  this  "national  health  care  program" 


is  just  a  cover  name  for  socialized 
medicine?  As  Americans,  we  know  too 
well  the  plague  of  countries  that  practice 
socialized  medicine.  We  see  those 
visitors  suffering  various  diseases  come 
to  America  to  receive  health  treatment. 
Why?  Because  in  America,  we  enjoy  the 
highest  level  of  medical  technology  in 
the  world.  And  our  doctors,  nurses  and 
health  care  professionals  are  free  to  treat 
the  patient,  not  place  the  person  on  a 
waiting  list. 

The  prescription  for  a  healthy  nation 
is  to  maintain  and  improve  our  medical 
technology.  Else,  if  the  proposed 
national  program  is  approved,  we  might 
as  well  just  take  a  number. 

Hillsdale  College  is  an  enduring 
symbol  of  independence.  We  enrolled 
women  and  minorities  nearly  twenty 
years  before  the 
Civil  War.  We  do 
not  accept 
federal  funds 
because  federal 


funds  invariably  mean  federal  control. 

Over  the  last  several  decades,  we 
have  sponsored  more  than  2,000  on 
and  off  campus  lectures  on  critical 
issues,  many  of  which  are  featured  in 
our  monthly  digest,  IMPRIMIS,  which 
means  "in  the  first  place"  and  which 
reaches  over  half  a  million  readers 
nationwide. 

IMPRIMIS  IS  FREE  TO  ANYONE  WHO 
REQUESTS  A  SUBSCRIPTION.  It's  our 
way  of  extending  Hillsdale  College's 
educational  mission  to  a  national 
audience.  Please 
call  or  write  today! 

IMPRIMIS  IS 
FREE— 
SUBSCRIBE 
TODAY! 

DR  GEORGE  ROCHE 
President.  Hillsdale  College 
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A  FREE  OFFER  FROM  HILLSDALE  COLLEGE 


□  Mr.  □  Mrs 
Name  □  Ms    □  Miss 


Title/Organization 
Address  


Interested  in  the  war  of 
ideas?  IMPRIMIS  features 
original  articles  by  Ronald 
Reagan,  Charlton  Heston, 
William  F.  Buckley,  Jr.,  Jeane 
Kirkpatrick,  Thomas  Sowell, 
Malcolm  S.  Forbes,  Jr.,  Lynne 
Cheney,  Tom  Wolfe,  and  more. 


Mail  this  coupon  to  IMPRIMIS 
Dept.  BW-1.  Hillsdale  College 
Hillsdale,  Ml  49242. 

Or  call  toll-free: 

1-800-535-0860 


Hillsdale 


Cily/State/Zip_ 


□  Home    □  Office 
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SAVINGS  I 


A  MIDDLE-CLASS  TAX  CUT 
CALLED  THE  IRA? 


By  expanding  eligibility,  Clinton  would  keep  a  campaign  promise 


The  politically  appealing  idea  of  ex- 
panding tax-deductible  individual 
retirement  accounts  has  been  ad- 
vanced often  by  its  chief  advocate,  Lloyd 
M.  Bentsen.  Now,  Congress  and  the  Clin- 
ton Administration  are  starting  to  appre- 
ciate the  Treasury  Secretary's  persis- 
tence. As  the  President's  January 
budget  message  and  State  of  the  Union 
speech  enter  the  drafting  phase,  aides 
are  saving  space  for  a 
proposal  that  could  be 
marketed  as  a  fulfill- 
ment of  Clinton's  1992 
campaign  pledge  to 
provide  the  middle 
class  with  a  tax  cut. 

Support  for  the  idea 
is  growing,  thanks  to 
a  rare  alignment  of 
political  and  economic 
forces— and  the  influ- 
ence of  Bentsen,  the 
Administration's  elder 
statesman.  As  Senate 
Finance  Committee 
chairman,   he  pushed 
through  an  IRA  expan- 
sion bill  in  1992  that 


The  political 
and  economic 
climate  has 
improved  for 

Bentsen 's  hopel^ked  his  name,  only 
of  IRAsfor 


to  see  it  vetoed  by 
President  Bush.  Last 
year,  as  Treasury  chief, 
Bentsen  was  poised  to 
champion  his  proposal  again.  But  he  re- 
luctantly backed  off  after  agreeing  that 
tax  hikes  and  spending  cuts  to  trim  the 
federal  deficit  were  more  important  than 
IRAs  raising  the  nation's  savings  rate. 
LOYAL  OPPOSITION.  But  as  Bentsen  re- 
vives his  pet  plan  for  1995,  he  realizes 
that  even  a  modest  program  could  meet 
fervent  opposition  within  the  White 
House.  Chief  of  Staff  Leon  E.  Panetta 
opposed  expanded  IRAs  when  he  was 
chairman  of  the  House  Budget  Commit- 
tee. Office  of  Management  &  Budget 
Chief  Alice  M.  Rivlin  would  sooner  cut 
the  deficit  than  provide  new  tax  breaks. 
And  even  Treasury  Under  Secretary 
Lawrence  H.  Summers  worries  that  his 
boss's  idea  may  be  too  expensive. 

The  IRA,  however,  is  too  popular  to  ig- 
nore. Passed  in  1974  and  expanded  to 


virtually  all  workers  in  1981,  it  proved  a 
boon  to  the  mutual-fund  industry  until 
Congress  raided  it  for  money  to  pass 
tax  reform  in  1986.  Now,  restoring  it  to 
its  pre- 1986  level— without  income  lim- 
its—and adjusting  for  inflation  could  cost 
as  much  as  $8  billion  a  year,  according 
to  some  estimates. 

Besides  such  budgetary  obstacles, 
Bentsen  must  overcome  arguments  from 
some  economists  that  IRAs  are  used  by 
taxpayers  merely  to  shuffle  portfolios 
to  tax-sheltered  accounts,  without  pro- 
ducing any  net  savings.  "If  you  had  the 
banks  and  the  mutual  funds  doing  the 
selling,  putting  the  advertisements  in 
the  newspapers,  that  would  encourage 
savings,"  Bentsen  says.  Even  skeptics 
agree  that  the  massive  ad  campaigns 
waged  by  banks  in  the  1980s  to  encour- 
age savers  to  open  IRAs  had  their  ef- 


fect. And  IRA  proponents  insist  the  se 
ings  program  never  got  a  fair  test,  sin 
an  increase  in  private  savings  can 
expected  only  after  some  time  h 
passed  following  the  shift  of  current  S£ 
ings  into  IRAs. 

Since  the  1981-86  experiment,  ecor 
mists  increasingly  think  it  possible 
craft  a  new  IRA  law  that  would  boc 
private  savings  more  quickly.  "The  e 
dence  so  far  on  whether  IRAs  have  e 
couraged  savings  is  ambiguous,"  co 
cedes  Council  of  Economic  Advise 
Chair  Laura  D'Andrea  Tyson.  "But  th 
doesn't  mean  you  can't  design  a  syste 
that  could  be  targeted  to  produce  a  d 
cernible  effect  on  the  savings  rate 
outside  ideas.  Tyson  has  her  sti 
studying  the  effects  of  placing  vario 
floors  and  ceilings  on  IRA  tax  dedu 
tions.  For  example,  if  statistics  sho 
that  taxpayers  in  the  $150,000  incon 
range  ordinarily  save  $3,000  a  year,  th( 
an  IRA  deduction  for  their  tax  brack 
could  be  limited  to  new  savings  in 
cess  of  $3,000.  Similarly,  allowing  u; 
of  the  IRA  for  college  expenses,  firs 
time  home  purchases,  or  medical 
penses  (with  certain  limits)  might  ah' 
encourage  participation. 

Think  tanks  and  lobbyists  from  tl 
mutual-fund,  banking,  and  securities  ii 
dustries  are  pushing  their  own  ideas 
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AMERICA 
IS  HARDLY... 


...A  RATION 
OF  SAVERS. 


...BUT  IRAs  MIGHT 
AGAIN  BE  A  SPUR 
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A  BILLIONS  OF  DOLLARS 
DEVELOPMENT,  CONGRESSIONAL  BUDGET  OFFICE,  COMMERCE  DEPT. 


THE  HERKY-JERKY  HISTORY  OF  IRAs 


Hffl^  IRAs  introduced  in 
mmm  the  Employee  Re- 
tirement Income  Security 
Act. 

W&l  IRAs  become  avail 
Mmm  able  to  workers  not 
covered  by  employer-re- 
tirement or  Keogh  plans. 
Limited  to  $1,500  or  15% 
of  compensation. 

DATA:  BUSINESS  WEEK 


WPH  Economic  Recovery 
Mam  Tax  Act  expands  el- 
igibility to  include  those 
already  covered  by  an 
employer-retirement  or 
Keogh  plan. 

WW^t  New  expanded 
■Ml  IRA  takes  effect. 
Limit  increased  to  $2,000 
or  1 00%  of  income.  Non- 
working  spouses  eligible 
to  contribute  up  to  $250. 


Wfft  Tax  Reform  Act 
Mmm  passes. 

HWfl  New  IRA  laws  take 
Um  effect,  severely  lim- 
iting the  IRA  deduction. 
Only  those  not  covered 
by  employer  pension 
plans  or  those  earning 
less  than  $25,000 
($40,000  if  joint  return) 
are  fully  eligible.  Spousal 
IRAs  are  limited. 


c 
ti. 
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Administration.  One  from  the  Pro- 
>ive  Policy  Institute  would  provide  a 
3  on  the  1040  Form  to  direct  a  fed- 
income-tax  refund  directly  to  an 
Realtors,  homebuilders,  and  univer- 
3  support  an  expanded  IRA  that 
[  be  used  for  downpayments  on  a 
i  and  educational  expenses,  as  a 
>nt  Senate  bill  provides, 
nong  the  strongest  proponents  of 
rpanded  IRA  are  the  President's  out- 
political  advisers,  who  fear  that  vot- 
vill  punish  Clinton  in  1996  unless 
akes  good  on  his  campaign  promise 
middle-class  tax  cut.  One  attractive 
family"  possibility  includes  allowing 
working  spouses  to  contribute  as 
i  as  $2,000  to  an  IRA  and  take  the 
leduction  jointly. 

e  Administration  is  also  considering 
>posal  to  increase  the  income  cap, 
l  starts  to  phase  in  at  the  $40,000 
le  level  and  prohibits  an  IRA  de- 
on  by  taxpayers  who  have  a  joint 
le  of  $50,000  or  more  and  are  cov- 
by  a  pension  plan, 
is  makes  sense,  since  the  current 
and  contribution  limit  of  $2,250 
t  indexed  for  inflation  and  haven't 
raised  since  1982.  In  fact,  the  Ern- 
ie Benefit  Research  Institute  esti- 
s  that  only  38%  of  joint  filers  will 
igible  for  the  deduction  by  1995, 
i  from  45%  in  1991.  The  most  radi- 
roposal  would  allow  workers  cov- 
by  a  pension  plan  to  deduct  IRA 
'ibutions  no  matter  what  their 
le. 

AL  savings.  On  Capitol  Hill,  the 
af  expanding  iRAs  is  also  popular.  A 
iv  ira"  bill  sponsored  by  Senate  Fi- 
s  Committee  members  John  B. 
ax  (D-La.)  and  William  V.  Roth  Jr. 
3l.)  quickly  won  56  other  co-spon- 
And  some  300  Republicans  run- 
for  Congress  pledged  on  Sept.  27  to 
,  a  10-part  economic  program  that 
.ins  an  expanded  individual  retire- 
account  (page  108). 
lother  source  of  Hill  support:  Af- 
tie  November  election,  the  Biparti- 
^ommission  on  Entitlement  &  Tax 
m,  headed  by  Senators  Bob  Kerrey 
eb.)  and  John  C.  Danforth  (R-Mo.), 
•eport  that  net  national  savings  has 
i  from  8%  of  the  economy  in  the 
;  to  a  dismal  2%  today, 
e  biggest  roadblock  to  an  expanded 
s  finding  a  way  to  cover  the  cost, 
t  could  be  linked  to  an  entitlement- 
m  proposal  from  the  Kerrey  Com- 
on  and  pushed  as  a  way  to  revive 
iconomy.  Besides,  having  failed  to 
er  on  such  pocketbook  issues  as 
h-care  reform,  Clinton  and  Congress 
be  looking  for  something  to  give 
'oters.  An  expanded  IRA  might  be 
nswer. 

By  Paul  Magnusson  in  Washington 


Twentieth  Century 
Equity  Income 

and 

Twentieth  Century  \alue 

Twentieth  Century  has  offered  common  stock  investments 
for  more  than  35  years.  Now  we're  applying  our  equity  expertise 
to  conservative  stock  funds:  Twentieth  Century  Equity  Income 
and  Twentieth  Century  Value. 

Our  new  Equity  Income  fund  seeks  to  provide  you  with 
current  income  plus  long-term  growth  potential  by  investing  in 
a  portfolio  of  stable  companies  that  is  targeted  to  exceed  the  yield 
of  the  stocks  in  the  S&P  500  Index.  Twentieth  Century  Value 
seeks  growth  over  time  by  investing  in  the  stocks  of  companies 
that  our  fund  managers  conclude  are  fundamentally  sound  but 
temporarily  undervalued. 

Both  funds  offer  you  no-load  equity  investments  that  have 
the  potential  for  less  short-term  price  fluctuation  than  you  might 
expect  from  many  other  types  of  stock  funds.  Call  for  your  free 
information  kit  containing  a  prospectus  with  more  complete 
information,  including  charges,  expenses  and  min- 
imums.  Please  read  the  prospectus  carefully 
before  investing. 

Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


MENT 


Investments  That  Work" 

While  this  is  a  conservative  equity  fund,  it  is  an  equity  investment,  which,  by  nature  has  a  value 
that  will  fluctuate  and  your  investment  may  decrease  in  value.  As  with  all  of  your  investments, 
consider  your  objectives,  circumstances  and  risk  tolerance  before  you  invest. 


Conservative  equity  choices  from  Twentieth  Century. 


iovernment 


Commentary/by  Howard  Gleckman 

THE  GOP'S  CAMPAIGN  PLEDGE:  BAD  MATH,  SMART  POLITICS 


On  Sept.  27,  some  300  Republi- 
can candidates  for  Congress- 
incumbents  and  challengers- 
stood  on  the  steps  of  the  House  of 
Representatives  and  made  a  pledge: 
Elect  enough  of  us  to  control  the 
House,  and  we'll  balance  the  budget, 
boost  defense  spending,  and  enact  mas- 
sive tax  cuts. 

As  fiscal  policy,  the  GOP's  "Contract 
with  America"  reprises  pie-in-the-sup- 
ply-side-sky  economics.  Without  offset- 


as  bigger  benefits— for  Social  Security 
recipients.  Among  the  nontax  items, 
there's  even  a  promise  to  restore  much 
of  the  Reagan  defense  buildup,  which 
Congress  shot  down  after  the  cold  war. 

Of  course,  none  of  these  bold  plans 
comes  cheap.  Besides  the  huge  tax 
cuts,  the  GOP  proposes  $70  billion  in 
new  spending  over  five  years.  Where 
would  it  find  the  money?  Oh,  the  con- 
tract claims  $40  billion  in  savings  from 
welfare  reform  and  nicks  a  few  other 


political  arithmetic  is  solid.  Taxes  an 
big  government— not  race,  crime,  aboi 
tion,  or  foreign  policy— are  the  wedg 
issues.  It's  a  tried-and-true  message 
Democrats  will  raise  your  taxes;  we' 
cut  'em.  Says  Newt  Gingrich  (R-Ga.; 
who  becomes  House  GOP  leader  nex 
year:  "The  tax  issue  has  the  potenti* 
to  make  a  substantial  difference." 

Curiously  enough,  the  manifesto  ha 
generated  some  cool  responses  fron 
Republicans.  Senate  GOP  leaders  hav< 
ducked  the  plan.  Scoffs  one:  "It's  silb 
season."  Some  social  conservatives  ar< 
complaining  that  the  contract  ignore; 
"values"  issues  such  as  school  prayei 
and  school  choice.  And  economic  con 
servatives  fret  that  the  plan  shouk 
be  pushing  tax  reform  more  aggres 
sively.  They  preferred  a  contract  en 
dorsing  the  flat  tax  that  has  latelj 
been  sponsored  by  Representative 
Richard  Armey  (R-Tex.). 

Still,  the  plan  is  in  stark  contrast 
to  the  Clinton  agenda.  And  if  Gingrich 
and  company  gain  at  least  a  working 
majority  in  the  House,  their  contract 
will  set  the  stage  for  mind-numbing 
gridlock.  Beyond  welfare  reform,  it's 
hard  to  find  anything  Clinton  and  Gin- 
grich could  agree  on.  Except  one:  a 
middle-class  tax  cut. 
OFf  the  radar.  Clinton's  political  advis- 
ers have  been  urging  him  ever  since 
the  1992  campaign  to  propose  a  tax 
cut.  Until  now.  Administration  deficit 
hawks  have  held  sway.  But  if  confront- 
ed with  a  resurgent  Republican  Party 
pushing  to  cut  the  average  Ameincan's 
taxes,  Clinton  may  have  no  choice  but 
to  preempt  the  opposition.  He  won't 
go  for  the  kind  of  budget-buster  the 
GOP  is  peddling,  but  he  may  offer  a 
modest  tax  cut,  such  as  expanded  ffiAs 
(page  106)  or  a  new  child-care  credit. 

In  the  end,  taxes  may  not  turn  the 
election  tide.  Andrew  Kohut,  director 
of  the  Times  Mirror  Center  for  People 
&  the  Press  in  Washington,  says  the 
issue  barely  shows  up  in  his  polls.  But 
that  hardly  matters.  If  the  GOP  makes 
big  gains  in  November,  it  will  claim  a 
mandate  for  lower  taxes  and  less  gov- 
ernment. And  with  a  Democratic  Pres- 
ident's grudging  help,  it  may  deliver  on 
at  least  one  piece  of  its  pledge. 

Washington  Correspondent  Gleckman 
covers  economic  policy. 


GOP  CANDIDATES  SHOWING  THE  FLAG:  THEIR  PLAN  INCLUDES  $200  BILLION  IN  TAX  CUTS 


ting  spending  cuts— and  with  the  na- 
tional debt  approaching  $4  trillion 
—promising  $200  billion  in  tax  breaks 
is  like  running  for  high  school  class 
president  by  promising  to  put  Coke  in 
the  water  coolers. 

Nevertheless,  as  a  political  manifes- 
to, the  pledge  is  a  potent  message  to 
President  Clinton  and  congressional 
Democrats.  The  Republicans  not  only 
believe  they  can  win  on  the  tax  issue 
in  November  but  they're  also  confi- 
dent that  they  can  force  Clinton  to 
back  a  tax  cut  before  the  1996  elec- 
tion. They  may  be  right. 
goiden  OLDIES.  Harking  back  to  Ron- 
ald Reagan's  glory  days,  the  GOP  agen- 
da includes  expanded  individual  retire- 
ment accounts,  a  capital-gains  tax  cut, 
more  deductions  for  small  business,  a 
new  cost-recovery  system  for  capital 
investment,  and  tax  breaks— as  well 


government  programs.  But  those  cuts, 
even  if  achieved,  are  barely  a  down- 
payment.  And  Republicans  have  even 
bigger  plans  in  mind:  They  want  a 
Constitutional  amendment  requiring  a 
balanced  budget.  Doing  that  in,  say, 
seven  years,  would  require  an  addi- 
tional $1  trillion  in  spending  cuts.  The 
"contract"  is  silent  on  how  that  hurdle 
would  be  cleared. 

Although  the  budget  numbers  don't 
add  up,  the  GOP  is  convinced  that  the 


Not  all  Republicans 
are  behind  Newt  Gingrich's 
manifesto:  Senate  leaders 
are  surprisingly  silent 
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MANAGING  MONEY  BASED  on  short-term  goals  can  be  enticing,  but  often  leads  to 
undesirable  outcomes.  So,  at  Putnam  Investments,  we  do  not  time  markets  nor 
make  abrupt  shifts  in  asset  allocations.  Rather,  we  manage  money  with  a 
long-term  perspective.  Through  both  systematic  decision-making  and  fundamental 
research,  coupled  with  a  dedication  to  optimizing  capital  markets,  we  have  achieved 
consistent,  strong  investment  performance  for  more  than  50  years  for  our  over  350 
institutional  clients  and  3  million  individual  investors.  At  Putnam,  we  realize 
that  the  valleys  can  be  negotiated  as  easily  as  the  trees,  given  the  proper  vision. 

A  TIME  -  HONORED  TRADITION   IN  MONEY  MANAGEMENT 

PUT  TV  AM 

INVESTMENTS 


e  Corporation 


THE  RJR-BORDEN  DEAL: 

IS  THE  INVESTOR  THE  ODD  MIAN  OUT? 


Shareholders  fear  that  KKR's  latest  buyout  has  only  one  clear  winner:  KKR 


When  Kohlberg  Kravis  Roberts 
&  Co.  announced  its  bid  on 
Sept.  12  to  buy  Borden  Inc., 
shareholders  in  the  struggling  food  gi- 
ant howled.  The  deal  calls  for  KKR  to  ac- 
quire Borden  in  exchange  for  some  275 
million  R.JR  Nabisco  Holdings  Corp. 
shares.  But  the  transaction  values  Bor- 
den's stock  at  just  $14.25— a  23%  premi- 
um over  the  market  price.  That's  cheap 
by  takeover  standards— especially  since 
Borden  stock  hit  35  two  years  ago. 

Now,  as  KKR  and  rir  managers  try  to 
pacify  Borden  investors  and  close  the 
deal  by  yearend,  a  new  outbreak  of 
shareholder  disaffection  has  erupted  clos- 
er to  home:  at  RJR  Nabisco.  And  it's  not 
just  the  potential  dilution  of  their  stakes 
that  investors  find  upsetting.  Many  insti- 
tutional holders  are  fearful  that  Borden 
shareholders,  uncomfortable  with  own- 
ing a  tobacco  company,  may  dump  their 
RJR  shares,  scuttling  chances  of  a  long- 
awaited  revival  in  the  stock. 

They're  also  worried  that  the  deal  is 
merely  the  start  of  a  clever  strategy  to 
allow  KKR  to  exit  RJR  Nabisco  at  other 
shareholders'  expense.  One  frequently 
suggested  scenario:  KKR  could  force  RJR 
to  buy  some  Borden  brands  at  premium 
prices.  "I  don't  want  to  see  KKR  using 
RJR  Nabisco  as  a  tunneling  tool  and  sell- 
ing all  the  Borden  pieces  to  them,"  says 
Gregory  Jackson,  a  portfolio  manager  at 
Yacktman  Asset  Management  Co.,  which 
owns  5  million  RJR  shares. 
COOKIE  jar.  Perhaps  most  frustrating  to 
shareholders:  The  Borden  deal  and  its 
potential  aftermath  come  at  a  time  when 
the  outlook  for  RJR  Nabisco— and  its 
stock— is  the  most  upbeat  it's  been  in 
years.  Since  KKR  recruited  ConAgra  Inc.'s 
Chairman  Charles  M.  "Mike"  Harper,  67, 
to  replace  Louis  V.  Gerstner  Jr.  in  May, 
1993,  RJR  Nabisco  looks  reinvigorated. 
Nabisco  Foods  Group  has  launched  sever- 
al successful  products,  including  Snack- 
Well's  reduced-fat  cookies  and  crackers. 
Even  the  tobacco  business  is  thriving, 
thanks  to  more  pricing  flexibility  and  an 
upsurge  in  cigarette  consumption  among 
young  people.  Although  RJR  reported 
poor  results  last  year,  analyst  Marc  Co- 
hen of  Goldman,  Sachs  &  Co.  figures  that 


RJR  Nabisco's  operating  earnings  could 
climb  18%  this  year,  to  $3.4  billion,  as 
its  sales  rise  4%,  to  $15.7  billion,  kki; 
and  RJR  defend  the  proposed  Borden  pur- 
chase. "KKR  believes  that  RJR  Nabisco  in- 
vestors will  benefit  by  participation  in 
RJR's  direct  investment  in  Borden,"  says  a 
spokeswoman  for  the  LBO  firm.  But  with 
RJR  in  registration  with  the  Securities  & 
Exchange  Commission  to  issue  stock  for 


earlier  in  the  year.  And  RJR  manag 
ment,  shareholders  say,  hasn't  been  t<  I 
sympathetic  to  investors'  concerns.  "T 
Nabisco,  no  one  is  a  big  shareholder  e:| 
cept  KKR,"  gripes  Jackson. 

The  complicated  Borden  deal  is  ju; 
kkr's  latest  affront  to  shareholders,  sa  » 
some  investors.  If  the  KKR-Borden  acqx  i 
sition  goes  through,  KKR  will  exchang  ss 
roughly  half  of  its  stake  in  RJR  for  all  (  II 


RJR'S  HARPER:  IF  HE 
GETS  STUCK  WITH 
BORDEN  BRANDS,  WILL 
HE  NEGLECT  NABISCO? 


mm 


the  Borden  deal,  RJR  and  KKR  declined  to 
elaborate. 

RJR  shareholders  have  never  been  an 
altogether  happy  lot.  Ever  since  KKR  ac- 
quired RJR  in  a  leveraged  buyout  in  1989, 
shareholders  have  felt  short-changed.  RJR 
has  poured  its  cash  into  paying  off  the 
$25  billion  in  debt  it  accumulated  in  the 
LBO.  Meanwhile,  sales  and  profits  have 
been  erratic,  while  RJR's  share  price  has 
languished  (chart).  At  6%,  it's  down  from 


Borden.  Then,  KKR  will  sell  20%  of  Bor- 
den to  RJR  for  $500  million,  with  an  op- 
tion to  buy  another  10%.  Rather  than 
use  cash  to  buy  its  minority  stake  in 
Borden,  RJR  will  issue  about  77  million 
new  shares  of  stock. 

Whether  Borden  shareholders  hold  on 
to  their  RJR  stock  or  quickly  unload  it  is  - 
the  most  immediate  concern  to  RJR  inves- 
tors. Tobacco  turns  off  many  investors 
nowadays.  "It's  possible  Borden  share- 
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ers  will  be  in  a  selling  mode  when 
receive  their  [rjr]  shares,"  says  Ar- 
Cecil,  an  analyst  at  T.  Rowe  Price 
Kiiates  Inc.,  owner  of  about  $20  mil- 
worth  of  rjr  preferred  stock.  Such 
isn't  unfounded.  Robert  Monks,  a 
;ipal  at  LENS  Inc.,  owner  of  L7  million 
len  shares,  already  vows  to  dump 
rjr  shares  he  receives. 
it  stinks."  The  potential  dilution  of 
*  holdings  has  also  fueled  investor 
it.  True,  the  new  shares  issued  by 
would  represent  only  5.5%  of  the 
landing  common.  At  most,  analyst 
Hi  estimates,  it  might  knock  a  penny 
:his  year's  expected  earnings  per 
e  of  37<P.  But  only  last  April,  RJR  is- 

I  250  million  shares,  or  roughly  $2 
>n  worth,  of  preferred  equity  redemp- 
cumulative  stock  (PERCS).  Each  PERCS 
be  convertible  into  a  share  of  RJR 
mon  stock  in  three  years.  And  an- 
r  class  of  PERCS,  issued  in  1991, 
ss  due  this  November. 

II  told,  rjr's  outstanding  common 


Suspicion  is  rife  that 
KKR's  underlying  motive 
is  a  craftily  staged  exit 
from  RJR  Nabisco 


brands  from  kkr.  But  other  investors 
aren't  so  sanguine.  They  doubt  kkr  has 
any  grand  ambitions  to  resuscitate  Bor- 
den. So  selling  off  assets  at  exorbitant 
prices  to  RJR  makes  sense,  they  contend. 
It  could  also  allow  KKR  to  salvage  some 
returns  at  RJR's  expense  as  the  LBO  firm 
quietly  retreats  from  rjr.  Such  leading 
Borden  brands  as  ReaLemon  juice,  Crack- 
er Jack,  and  Creamette  pasta  could  fetch 
a  total  of  $1  billion. 

And  if  rjr  does  pay  a  stiff  price  for 
Borden  brands,  Harper  and  his  manage- 
ment team  might  not  devote  as  much 
time  to  building  Nabisco's  brands.  For 


WITH  RJR'S  EARNINGS 
DISAPPOINTING... 


.AND  ITS  STOCK 
LANGUISHING.. 


OPERATING  PROFITS 


SEPT.  '94 


▲  BILLIONS  OF  DOLLARS 


...MANY  INVESTORS  ARE  COOL 
TO  THE  BORDEN  DEAL 


Among  the  issues  worrying  RJR  shareholders: 

►  Borden  shareholders  may  be       ►  RJR's  decision  to  buy  an 
unwilling  to  own  stock  in  a 
tobacco  company  and  could  be 
tempted  to  sell  the  RJR  shares 
they  get  from  KKR 

►  Digesting  Borden's  brands  could  ►  RJR  shareholders  fret  that  KKR 
distract  RJR's  management  from  could  try  to  sell  some  of 
building  Nabisco  Food's  brands,  Borden's  big  brands  to  RJR  at 
which  have  had  mixed  success  premium  prices 

DATA:  COMPANY  REPORTS;  GOLDMAN.  SACHS  S  CO.;  BRIDGE  INFORMATION  SYSTEMS  INC.;  BUSINESS  WEEK 


additional  20%  stake  in  Borden 
with  about  77  million  newly 
issued  shares  of  RJR  stock  will 
dilute  RJR  investors'  holdings 


i  increase  40%  by  1997.  Harper  "is  di- 
ig  the  hell  out  of  our  stock,  and  I 
ly  think  that  stinks,"  complains  Rob- 
Kleinschmidt,  president  of  Tocque- 
;  Asset  Management,  which  owns 

000  RJR  shares. 

till,  the  speculation  about  subsequent 
Jen-RJR  deals  has  shareholders  most 

1  up.  One  large  RJR  shareholder  says 
per  has  assured  her  that  RJR  won't  be 
advantaged"  if  rjr  buys  Borden 


now,  Harper  will  sit  on  Borden's  board 
and  won't  take  a  direct  hand  in  managing 
its  brands.  But  RJR  investors  fear  he  may 
end  up  playing  a  greater  role  at  Borden. 

For  the  time  being,  however,  share- 
holders are  pleased  with  Harper's  per- 
formance. In  contrast  to  Gerstner,  a  fi- 
nancial engineer  who  spent  much  of  his 
RJR  tenure  selling  assets  and  cutting 
costs,  Harper  gained  a  reputation  as  a 
brand-builder  at  ConAgra.  And  he  has 


already  shifted  RJR's  focus  away  from 
downsizing.  In  RJR's  1993  annual  report, 
Harper  wrote  that  RJR's  "top  three  prior- 
ities [are]  earnings ...  earnings earn- 
ings." And  that  message  has  spread 
through  management  ranks.  Senior  RJR 
executives  sport  "E:i"  pins  in  their  lapels. 

But  it's  not  just  the  atmospherics 
that's  exciting  institutional  holders.  After 
several  lackluster  years,  Nabisco  Foods  is 
humming.  In  addition  to  SnackWell's 
cookies,  Nabisco's  flavored  fruit  Newtons 
and  Chunky  Chips  Ahoy  are  hits.  The 
news  is  also  better  on  the  tobacco  front. 
After  last  year's  painful  price  wars,  R.  J. 
Reynolds  is  bounding  back.  Thanks  to 
price  reductions,  sales  of  rjr's  premium 
Camel  and  Winston  brands  have  climbed. 
And  analysts  widely  believe  that  the  com- 
pany will  raise  premium  cigarette  prices 
by  as  much  as  3%  to  4%  in  November. 
stage  set.  Despite  all  the  apprehension 
surrounding  the  Borden  deal,  sharehold- 
ers say  they  are  confident  that  the  antic- 
ipated spin-off  of  Nabisco  Foods  won't 
be  delayed.  Ironically,  the  Borden  deal 
makes  the  spin-off  more  likely.  After  all, 
a  giant  food  company  with  both  Nabisco 
and  Borden  brands  could  be  far  more 
appealing  to  investors,  or  perhaps  to  an 
acquirer  such  as  Nestle,  Grand  Metropoli- 
tan, even  Philip  Morris. 

Analyst  Gary  Black  of  Sanford  C. 
Bernstein  &  Co.,  which  owns  19  million 
rjr  shares,  believes  November  could 
mark  the  beginning  of  end  for  the  com- 
bined RJR  Nabisco.  That's  when  the  Bor- 
den transaction  is  likely  to  close— and 
when  KKR  will  want  to  enhance  the  value 
of  RJR  stock  and  so  reduce  the  number  of 
shares  it  must  exchange  for  Borden.  To 
do  that,  Black  figures,  rjr  may  raise  $1 
billion  by  spinning  off  an  initial  15%  to 
20%  of  Nabisco  Foods  and  then  sell  the 
rest  in  two  to  three  years.  Federal  tax 
laws  require  a  two-year  delay  between 
spinning  off  a  portion  of  a  company  and 
then  selling  the  remainder.  Also  in  No- 
vember, 210  million  of  rjr's  PERCS  con- 
vert to  common  stock.  PERCS  holders 
have  been  receiving  an  84<t  annual  divi- 
dend, and  Black  thinks  RJR  will  announce 
a  long-awaited  30<f  to  35<P  dividend  to 
keep  the  former  percs  holders  from 
dumping  the  common.  RJR  wouldn't  com- 
ment on  the  likelihood  of  this  scenario. 
"We  look  at  all  kinds  of  options,  ranging 
from  doing  nothing  to  doing  a  whole  lot 
of  things,"  says  an  RJR  spokesman. 

Ultimately,  the  split  could  set  the  stage 
for  kkr's  final  exit  from  rjr,  since  a 
breakup  could  enhance  the  value  of  its 
rjr  investment.  True,  the  Borden  deal 
may  seem  scary  to  investors  now.  But  if 
it  hastens  kkr's  departure  from  RJR  in  a 
few  years,  shareholders  just  may  change 
their  minds. 

By  Laura  Zinn  in  New  York,  with  Greg 
Burns  in  Chicago 
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THE  CURDLING 
OF  DAIRY  MART 


A  management  feud  and  richer  rivals  have  clobbered  the  chain 


•i 


I 


t  may  not  have  been  a  sure  thing, 
but  it  looked  promising  enough.  At 
least  that's  what  executives  in  Dairy 
Mart  Convenience  Stores  Inc.  believed 
when  they  joined  a  management  buy- 
out led  by  then-President  Frank  Colacci- 
no  in  1992.  The  nation's  third-largest 
convenience-store  chain,  after  7-Eleven 
Stores  and  Circle  K,  Dairy  Mart  looked 
healthy.  There  was  even  talk  that  it 
would  someday  top  $1  billion  in  sales. 
That  proved  a  powerful  lure.  Philip  Mor- 
ris Cos.  invested  $8  million  in  the  deal, 
and  the  state  of  Connecticut  lent  Dairy 
Mart  $7  million. 

Two  years  later,  the  Dairy  Mart  buy- 
out has  curdled.  After  a  profit  of  $4.8 
million  in  1992,  the  Enfield  (Conn.)-based 
company  lost  $6.8  million  in  1993.  It 
earned  a  meager  $866,000  in  fiscal  1994, 
which  ended  Jan.  31,  as  sales  fell  1.8%, 
to  $761  million.  Worse  yet:  Its  stock  has 
tumbled  60%  since  January,  to  3. 
SOURING.  And  as  the  company's  finan- 
cial condition  has  soured,  so  have  rela- 
tions among'  Dairy  Mart's  executives. 
On  Aug.  25.  the  board  fired  Colaccino, 
44,  and  changed  the  locks  at  the  compa- 
ny headquarters.  In  turn,  Colaccino,  who 
owns  3%  of  the  company,  filed  suit 
against  Dairy  Mart,  trying  to  unseat 
his  opponents  on  the  board.  On  Sept. 


SPILT  MILK 


18,  the  board  agreed  to 
pay  Colaccino  $1.8  mil- 
lion to  drop  his  legal 
challenge.  On  top  of  all 
this,  the  Connecticut 
Development  Authority 
says  Dairy  Mart  violat- 
ed one  of  its  loan 
covenants  by  firing  Co- 
laccino without  notify- 
ing officials.  If  so,  Con- 
necticut could  lay  claim 
to  40%  of  Dairy  Mart's  voting  stock. 

Founded  in  1957  by  Charles  Niren- 
berg,  Dairy  Mart  was  an  entrepreneuri- 
al success  story.  Starting  out  selling 
milk  and  ice  cream,  the  chain  grew 
steadily.  By  the  late  1980s,  it  had  over 
1,000  stores,  from  Massachusetts  to  Ten- 
nessee. And  its  sales  were  growing  by 
an  average  of  100%  a  year.  But  in  the 
1990s,  the  chain  faced  new  rivals:  cash- 
rich  oil  companies,  such  as  Amoco  Corp. 
and  British  Petroleum  Co.,  which  are 
adding  minimarts  to  their  gas  stations. 

Dairy  Mart  needed  bigger  stores  and 
more  shelf  space  to  compete.  But  by 
1992,  insiders  say  Nirenberg,  then  68, 
was  more  interested  in  selling  off  some 
of  his  shares  than  in  revitalizing  the 
chain.  So  Colaccino,  along  with  CFO 
Gregory  G.  Landry  and  Executive  Vice- 


'90     '91     '92     '93     '94  '95 
A  MILLIONS  OF  DOLLARS  EST 
DATA  COMPANY  REPORTS  BUSINESS  WEEK 


Presidents  Robert  B.  Stein  Jr. 
Mitchell  J.  Kupperman,  suggested  a  b\ 
out.  Nirenberg  agreed. 

Before  long,  hnb  Investment  Cor 
a  unit  of  Philip  Morris,  invested  in 
deal.  Analysts  say  the  tobacco  gia 
which  won't  comment  on  its  investme: 
wanted  to  make  sure  that  its  producj 
from  beer  to  cigarettes,  would  have 
of  shelf  space  in  the  chain.  Then,  a 
Dairy  Mart  warned  that  it  might  m 
its  headquarters  out  of  state,  Conne 
cut  offered  a  loan  to  help  finance 
buyout.  Nirenberg,  who  had  67%  of  t| 
voting  shares  in  the  publicly  traded  co: 
pany,  received  S22.3  million  for  his  si 
off  the  pace.  Colaccino  appeared 
move  quickly  to  revamp  the  chain,  ope 
ing  big  Super  Pumper  stores  that  h 
gas  pumps  and  deli  counters.  But  C 
laccino's  fellow  managers  felt  he  wasi 
moving  fast  enough.  As  sales  worsene 
the  board  fired  Colaccino. 

In  his  suit  against  Dairy  Mart  a 
its  directors,  Colaccino  argued  that 
dismissal  violated  his  partnership  agre 
ment  with  Landry,  Stein,  and  Kuppe 
man  because  management  decisions  h 
to  be  unanimous.  He  dropped  the  suit 
ter  negotiating  a  lump-sum  payment 
$1.8  million,  six  times  his  base  salar 
Both  Dairy  Mart  and  Colaccino  wor 
talk  about  the  settl 
ment.  But  Colaccii 
says  he's  not  bitte 
"Could  I  have  dor 
things  differently?  Ma 
be  so,"  he  says. 

Now  it's  up  to  Daii  a 
Mart's  remaining  ma 
agers  to  salvage  th 
chain.  They  invited  N 
renberg  back  to  len 
advice.  Although  Dair 
Mart's  founder  won 
comment,  insiders  sa 
he  was  also  upset  wit . 
Colaccino's  management.  Meanwhih 
more  Super  Pumper  stores  are  plannec : 
The  chain  will  also  start  selling  fast-foo 
items  from  Taco  Bell,  Subway,  and  Littl 
Caesar.  As  for  the  state  loan,  Landr 
says  he's  confident  he  can  reach  a  settk 
ment.  State  officials  won't  comment.  Bu 
analysts  believe  a  deal  is  possible  be 
cause  Connecticut  has  little  interest  ii 
owning  a  piece  of  Dairy  Mart. 

Still,  the  convenience-store  busines 
is  tough  these  days.  And  Dairy  Mar 
has  lost  valuable  time.  "You  have 
blame  the  whole  company,"  not  just  Co 
laccino,  says  James  Wilen,  whose  Wilei 
Management  Corp.  owns  9.1%  of  Dair 
Mart's  stock.  If  there's  any  promise  lef 
in  Dairy  Mart,  executives  had  bette: 
start  showing  results. 

By  Chris  Roush  in  Enfield,  Omn 
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nart  business  people  recognize  value  for  money.  1995 
sinessWeek  planners,  at  30%  off  the  regular  price,  represent 
/  value  for  money.  Available  separately  or  in  matching  black 
ved  leather  Sets.  The  design  is  sleek  yet  practical,  with 
month  calendars,  week-to-view  appointment  spreads,  and 
nprehensive  travel  &  business  information  sections, 
ese  are  planners  with  a  plus. 

n  the  other  hand,  BusinessWeek's  'Presidential  Set'  presents  all 
3  in  a  deluxe  'limited  edition'  of  desk  and  matching  wallet  planner 
ly  999  boxed  Sets  are  available  for  1995,  meticulously  bound  by 
tish  craftsmen  in  top-grade  blue  leather,  with  silver  metal  corner 

irds,  and  silver-edged  pages.  Full  

ne  stamping  is  complimentary. 

details  on  customization  options  and  special 
itity  discounts  call  Amanda  Kane  on  201-461  0040 
rials  and  workmanship  fully  guaranteed  or  your  money  back 
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Sports  Business 


PARALYMPICS  I 


A  BRAWL  THAT'S  HARDLY  IH 
THE  OLYMPIC  SPIRIT 


Bad  blood  between  the  Paralympics  and  the  USOC  spills  into  court 


1 


n  1979,  about  two  years  after 
a  train  accident  severed  his 
legs,  Andy  Fleming  led  a 


charge  in  Santa  Barbara  to  create 
recreational  sports  programs  for 
physically  disabled  athletes.  The 
city  council  eventually  bought  into 
Fleming's  plan— and  then  hired 
him  to  run  the  new  program. 

It  has  been  a  fast  ride  from 
there  to  what  will  likely  be  the 
biggest  event  ever  for  disabled 
athletes:  the  1996  Atlanta  Para- 
lympic  Games.  With  more  than 
4,000  athletes,  17  events,  and  a 
budget  of  $100  million,  the  Para- 
lympics have  taken  disabled  ath- 
letes to  heights  Fleming  never 
imagined. 

He  also  never  imagined  such 
big  headaches.  As  it  solidifies  its 
place  in  the  world  of  big-time 
sporting  events,  the  Paralympics 
finds  itself  in  a  high-stakes  game 
of  hardball  politics.  Fleming's  or- 
ganization, the  Atlanta  Paralympic 
Organizing  Committee  (APOC),  is 
now  suing  the  U.  S.  Olympic  Com- 
mittee over  the  rights  to  Blaze, 
the  Paralympics'  colorful  phoenix  mascot, 
which  is  expected  to  deliver  as  much 
as  $25  million  in  licensing  fees.  Mean- 
while, the  Paralympics'  image  is  being 
hurt  by  a  squabble  with  mentally  dis- 
abled athletes  crying  foul  over  their  ex- 
clusion from  the  Atlanta  games.  Both 
flaps  could  hurt  the  APOC's  fund-raising 
efforts.  Says  Fleming:  "The  more  we  do 
to  elevate  the  status  of  the  [parathletic] 
movement,  the  more  opportunity  there 
is  for  these  kinds  of  problems." 

If  that's  the  case,  Fleming  will  have 
his  hands  even  fuller.  The  1992  Para- 
lympics in  Barcelona  attracted  1.5  million 
spectators.  The  APOC  is  "confident,"  says 
Fleming,  it  will  beat  that  mark  in  1996 
and  will  take  in  $100  million  from  corpo- 
rate sponsors,  private  foundations,  and 
licensing  deals— funding  sources  the  Bar- 
celona games  lacked.  The  bait:  a  poten- 
tial audience  of  31.4  million  physically 
disabled  Americans  who  earn  a  total  of 
$461  billion  a  year.  That's  enough  to  get 
Coca-Cola,  Home  Depot,  and  home  med- 


ical-equipment maker  Sunrise  Medical 
to  pay  upwards  of  $4  million  each  to 
sponsor  the  10-day  competition. 

It's  the  sound  of  ringing  cash  regis- 
ters that  has  exacerbated  the  APOC's 
troubles  with  the  USOC.  Blaze's  licensing 
potential  is  so  tantalizing  that  the  APOC 
set  up  the  U.  S.  Disabled  Athletes'  Fund 
(usdaf)  to  market  the  mascot  long  after 
the  Atlanta  games  are  over,  with  pro- 
ceeds to  benefit  physically  disabled  ath- 
letes. "The  upside  potential  is  enormous," 
says  Fleming,  who  likens  the  bird's  ap- 
peal to  that  of  the  Cabbage  Patch  Kids 
or  Bart  Simpson. 


A 


[t  issue:  Control 
t  of  royalties  from 
Paralympics  mascot 
Blaze  after  the  games 
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Now  the  USOC  wants  its  share 
Blaze's  action.  Claiming  broad  own 
ship  of  the  word  "Paralympic"  and  a 
related  logo,  the  Olympic  Committee 
disputing  the  Atlanta  Paralympi 
claims  to  the  mascot.  It  wants  the  rig] 
of  approval  for  any  use  of  Blaze— am 
2.5%  royalty.  Unable  to  persuade  t| 
USOC  to  back  off,  the  Atlanta  Paral; 
pics  is  suing.  It  contends  that  the  US 
indeed  has  some  rights  to  Blaze  duri: 
the  games  but  that  afterward  he 
longs  to  the  USDAF. 
hat  in  hand.  The  relationship  betw© 
the  USOC  and  the  Paralympics  has 
ways  been  strained.  Paralympians  ha 
long  felt  underfunded  by  the  USOC  ai 
resent  its  tightfisted  ownership  of  tl 
Paralympic  name.  "We  have  had  a  Ion 
standing  disagreement  with  the  US( 
over  the  commercial  use  of  the  terar 
says  Fleming.  In  fact,  the  U.  S  Paralyi 
pic  team  had  to  call  itself  the  "U.  S.  D: 
abled  Sports  Team"  at  Barcelona. 

For  its  part,  the  USOC  expresses  su 
prise  at  the  Paralympics'  lawsuit,  esp 
daily  since  it  advanced  $500,000  last  f; 
when  Fleming  came  hat  in  hand  becai 
the  Paralympics  couldn't  meet  its  pa; 
roll.  "Some  of  that  money  is  being  usi 
to  sue  the  USOC,"  complains  outgoi 
USOC  Executive  Director  Harvey  Schi 
er.  But  the  APOC  notes  that  the  lo 
was  contingent  on  its  having  to  sign 
agreement  that  restricts  it  from  selli 
sponsorships  to  rivals  of  Olympic  Gam 
sponsors.  "It  was  not  a  completely  ma; 
nanimous  gesture,"  says  Fleming. 

The  same  could  be  said  about  th 
Paralympics'  attitude  toward  athlete 
with  mental  handicaps.  The  APOC  is  r< 
fusing  a  petition  by  the  Belgium-base 
International  Association  for  Sport  fc 
People  with  Mental  Handicaps  to  alloi p 
some  of  its  stars  to  compete  in  Atlant; 
saying  that  such  inclusion  would  muddi 
its  efforts  to  promote  athletes  wit  ii> 
physical  disabilities.  Bernard  Atha,  hea 
of  the  Belgian  group,  vows  that  he  wi 
raise  the  issue  with  Paralympics  spoi 
sors.  "There  will  be  an  internation 
outcry  which  will  inevitably  damag 
the  Paralympic  movement,"  Ath 
warns.  Says  Fleming:  "We  don't  se 
this  as  having  any  impact  on  ou 
games." 

Ah,  the  joys  of  the  big 
time    playing  field 
makes  you  wonder:  If  th 
Paralympics  can't  be  he! 
without  acrimony,    wha  ^ 
hope  is  there  for  that  old 
fashioned     notion  callei 
sportsmanship? 
By  Jonathan  Ring  el  in  Atlanta 
with  Heidi  Dawley  in  London 
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TELECOMMUNICATIONS  I 


A  FEAST  FOR  SMALL  FRY— OR 
DESSERT  FOR  THE  BIG  GUYS? 


An  attempted  FCC  good  deed  may  not  stop  industry  consolidation 


As  an  investment  banker,  former 
Atlanta  Mayor  Maynard  Jackson 
knows  a  good  deal  when  he  sees 
one.  So  when  Congress  last  year  0.  K.'d 
the  auction  of  licenses  for  a  new  wireless 
telephone  service— with  special  breaks 
for  minorities  and  some  other  bidders- 
Jackson  decided  to  try  his  hand  at  tele- 
communications. "We're  very  excited 
about  the  potential,"  says  Jackson,  who 
plans  to  bid  through  a  newly  formed 
company,  Jackmont  Entermedia  Inc. 

He  has  good  reason  to  be.  As  a  "des- 
ignated entity"  (DE)— the  Federal  Com- 
munications Commission's  term  for  qual- 
ifying minority-owned,  women-owned, 


from  rural  lawmakers,  backers  of  affir- 
mative action,  and  small-business  boost- 
ers. The  bill  includes  preferences  for  ru- 
ral phone  companies. 

Nearly  half-986  out  of  2,074  PCS  li- 
censes—will be  set  aside  for  DEs.  The  ra- 
tionale: make  sure  the  kind  of  entre- 
preneurs who  made  cellular  a  dynamic- 
business  get  in.  Also,  lawmakers  wanted 
to  redress  the  underrepresentation  of 
women  and  minorities  in  communica- 
tions. "This  has  been  such  a  lily-white, 
male  industry  for  so  long,"  says  Donald 
Gipps,  deputy  chief  of  the  FCC's  Office  of 
Plans  &  Policy. 

Whether  the  DE  program  can  achieve 


THE  ARCS  OF  DEs 


WHO  WANTS  TO  BEAD!? 


WHAT  A  DE  IS  Congress  ordered  the  FCC  to 
give  special  breaks  in  the  PCS  auction  to  small 
businesses,  minorities,  women,  and  rural 
phone  companies,  collectively  known  as  "des- 
ignated entities."  In  all,  986  of  the  2,074  li- 
censes will  be  reserved  for  DEs. 

WHAT  A  QUALIFIED  DE  GETS  A  discount  of 
up  to  25%  off  bids,  tax  certificates  that  defer 
capital  gains  on  the  sale  of  PCS  licenses,  and 
a  1 0-year  payment  plan— 1 0%  down  and  fa- 
vorable interest  rates. 

WHAT  DEs  HEED  In  a  word,  capital — from 
big  companies,  which  can  own  up  to  75%  of 
a  DE.  But  a  single  backer  can't  hold  more 
than  49.9%  in  female-  and  minority-owned 
DEs  and  25%  of  other  DEs. 

WHAT  THE  FCC  WAHTS  TO  AVOID  To  curb 
license-flipping,  a  DE  can't  sell  for  three  years, 
and  FCC  rules  favor  sales  to  other  DEs. 

DATA  FEDERAL  COMMUNICATIONS  COMMISSION 


ROBERT  J0HHS0H 

The  founder  of 
Washington  (D.C.)- 
based  Black  Enter- 
tainment TV  cable 
network  says  he  is 
talking  to  a  number 
of  communications 
companies  about 
joint  bids. 


and  small-business  bidders — Jackson 
stands  to  get  a  25%  discount  as  well  as 
financing  and  tax  breaks  (table)  in  the 
coming  auction  of  licenses  to  operate 
personal  communications  systems  (PCS). 
The  potential  is  so  great  for  PCS— a  low- 
cost  cellular  format  that  could  compete 
with  wired  local  phone  networks— that 
the  FCC  expects  total  bids  to  exceed  $10 
billion.  The  DE  plan  was  dreamed  up  to 
get  support  for  the  auction  legislation 


those  goals  is  a  matter  of  debate.  "This 
could  be  a  great  example  of  the  adage 
that  the  road  to  hell  is  paved  with  good 
intentions,"  says  P.  William  Bane  of  Mer- 
cer Management  Consulting  Inc.  Like 
other  critics  of  the  DE  plan,  he  fears 
that  the  small  fry  won't  survive  bruising 
competition  with  entrenched  cellular  pro- 
viders and  other  wireless  carriers,  mak- 
ing the  whole  exercise  pointless.  The 
FCC's  position:  Even  if  only  a  few  DEs 


survive,  there  will  still  be  greater  coi 
petition  and  diversity. 

For  now,  all  sorts  of  people  are  ste 
ping  forward  as  DE  wannabes— from  fc 
mer  Manhattan  Borough  President  Pe 
cy   Sutton,   who  is  looking  to  p 
together  a  consortium  of  African- Amc 
ican  entrepreneurs,  to  Jorge  Mas  Can 
sa,  a  prominent  Cuban-American  co 
tractor.  He  wants  to  run  PCS  systerl 
across  the  U.  S.  but  will  probably  foci 
"on  licenses  in  the  Sunbelt  region  su< 
as  Texas,  Arizona,  and  California 
NO  clue.  For  every  savvy  executive  wl 
wants  to  bid,  however,  "there  are  peop 
who  really  don't  have  much  of  a  clu< 
says  consultant  Janice  Obuchowski, 
Bush  Administration  communicatioJ 
aide  who  has  decided  to  bid  herself.  N 
long  ago,  Obuchowski  got  a  call  from 
California  lawyer  who  wanted  to  refer 
client.  When  Obuchowski  asked  wh 
she  might  bring  to  the  table,  the  lawy* 
said,  "well,  she  has  three  benefits:  She 
a  minority,  she's  female,  and  she's  par 
lyzed."  Says  Obuchowski:  "I  wond< 
what  else  she  has  going  for  her?' 
Indeed,  one  of  the  FCC's  big  concen 
is  that  the  DEs  won 
get  far  without  final 
cial  support  and  otl 
er  assistance  froi 
major  corporation 
The  license  for  Ch 
cago,  for  exampl 
could    easily  fete 
$100  million,  and 
would  take  $200  mi 
lion  more  to  buil 
the  system.  "It's  in 
possible  for  a  DE  t 
go  it  alone,"  say 
Terrence  McGartj 
president  of  Natioi 
al  PCS  Consortiun 
who  hopes  to  se 
services  such  as  bil 
ing  to  new  licensee: 
"If  they  try,  they 
get  killed. 

The  FCC's  solutior 
make  it  easy  for  bi| 
companies  to  bac 
the  upstarts— or,  i 
essence,  legaliz 


JANICE  OBUCHOWSKI 

As  President  Bush's 
telecommunications 
adviser,  she  helped 
push  through  spec- 
trum-auction legisla- 
tion. Now,  she's  d 
likely  bidder  through 
her  company,  Free- 
dom Mobility. 


fronting,  a  chronic  issue  in  minority  set 
aside  programs.  Under  the  FCC's  net 
rules,  big  companies  can  have  up  to  75° 
of  the  equity  and  can  operate  the  Pfj 
system,  but  they  cannot  have  votin) 
control  of  a  DE.  And  no  single  corp<j 
rate  backer  can  hold  more  than  49.9%  0 
a  minority-  or  woman-owned  DE  or  253 
of  (it her  DEs. 

One  rule— excluding  any  individual  in 
vestor  with  a  net  worth  of  more  thai 
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)4  J  P  Morgan  &  Co  Incorporated 


Shirts  look  better  after 
they've  been  taken 
to  the  cleaners. 
On  the  other  hand, 
there's  your  portfolio 
after  taxes. 

Every  portfolio  should  carry  a  warning  label:  "Shrinkage  may  occur.  Do  not  invest  without 
considering  latest  tax  ramifications."  Little  wonder  Morgan  advisors  have  developed  a 
unique,  new  approach  to  managing  assets  for  higher  after  tax  returns.  It  starts  with 
Morgan's  proven  equity  research.  Then,  using  a  proprietary  technology,  we  pinpoint 
tax-efficient  trades  and  build  the  portfolio  that'll  be  most  continuously  profitable  after 
taxes  for  you.  Based  on  your  investment  goals.  And  your  tax  profile.  There's  nothing 
like  custom  tailoring.  If  you  have  assets  of  $5  million  or  more,  call  Richard  B. 
Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at  (415)  TT)1\/| 
954-3200,  J.P.  Morgan  California.  Private  Banking  J  A  IVIOI 

Mew  York,  Wilmington,  Del .  Chicago,  Palm  Beach,  Los  Angeles.  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan,  Nassau.  Pans.  Geneva,  Hong  Kong,  Singapore,  Tokyo 


The  Client/Server  Sol 


Tht  SAS  System  for  Information  Delivery 
is  a  new  concept  in  client/server  software.  It 
provides  workable  strategies  for  overcoming 
the  barriers  that  stand  between  people  and 
the  information  they  need.  For  instance,  the 
SAS  System  strategy  for  universal  data 
access  makes  it  easy  to  reach  all  your 
diverse  "islands  of  information  —  including 
host  system  files,  flat  files, 
and  corporate  DBMS's  such 
as  DB2";  ORACLE? 
and  dBASE " 


An  exclusive  MultiVendor  Architect 
is  behind  the  SAS  System's  strategy  fori 
hardware  independence.  Applicatij 
run  the  same  way  across  PCs,  workstatl 
and  host  systems  —  making  true  client/J 
computing  a  reality  while  exploiting  thij 
particular  strengths  of  each  platform. 

Address  the  needs  of  users  at  every  I 
with  the  SAS  System's  strategy  for  inteij 
versatility.  An  EIS  interface  puts  deci<| 
makers  in  command  of  the  facts— when 
need  them.  There's  also  a  task-oriented  j 
menu-driven  interface  for  business 


Enterprise  Wide  li: 


n  for  EIS  and 


plus  object- oriented  and  full- 
n  programming  environments  for 
tions  developers. 
•  SAS  System's  applications 
ation  strategy  provides  one  seamless 
l  for  virtually  any  application  that 
s  accessing,  managing,  analyzing,  or 
ing  data.  Choose  integrated  tools  for 
a  support,  reporting,  financial 

market  research,  project 
:ment,  quality  improvement, 
re.  All  backed  by  SAS  Institute 
:ital  force  in  the  information 


Customer  Management 

rJi  Current  Order 


Parker  Equipment  &  Services 


industry  with  a  strong  commitment  to 
helping  you  succeed  —  and  an  unrivaled 
dedication  to  training,  documentation, 
technical  support,  and  consulting  services. 

See  for  yourself  how  the  SAS  System 
of  software  brings  out  the  best  in  your 
hardware  and  the  people  who  use  it.  Just 
give  us  a  call  at  919-677-8200  for  a  free 
video,  plus  details  about  a  free  software 
evaluation. 


Sales  Activities 


SAS  Institute  Inc. 
Phone  919-677-8200 
g)       Fax  919-677-8123 


SAS  is  a  rt'HisriTcd  trademark  of  SAS  Institute  Int 
Copyright  ©  1994  b>  sas  Institute  ln«. 


System 

»rmation  Delivery 
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$1(K)  million— could  eliminate  women  and 
minorities  with  the  greatest  resources 
and  business  experience.  Oprah  Winfrey 
and  Michael  Jackson  have  been  re- 
moved, and  Robert  L.  Johnson,  chair- 
man of  Black  Entertainment  Television 
Holdings  Inc.,  says  his  plans  could  be 
stymied  unless  the  rule  is  relaxed.  "The 
government  is  all 
caught  up  in  this 
complex  sociological 
game,"  says  Johnson. 
"Thcv  should  just  sa\ 
this  is  a  wealth-trans- 
fer program  to  wom- 
en and  minorities." 
WINDFALLS?  With  an 
October  deadline 
looming  for  the  bid- 
ders in  the  first  PCS 
auctions  to  identify 
their  partners,  the 
mating  game  is  un- 
der way.  "We've 
been  contacted  by 
somewhere  between 
40  and  60  DE 
groups,"  says  Ameri- 
tech  Corp.  Vice-Pres- 
ident Evan  B.  Rich- 
ards. Ameritech  and 


other  cellular  operators  can  use  PCS  part- 
ners to  fill  gaps  in  their  coverage  areas. 
Under  FCC  rules,  cellular  operators  can't 
bid  on  large  regional  licenses  if  they  al- 
ready cover  more  than  10%  of  that  pop- 
ulation. But  they  can  join  up  with  desig- 
nated entities  that  bid  for  smaller  areas. 
While  the  FCC  smiles  on  such  part-' 


SANDRA  GOEKEN 

The  daughter  of  MCI 
founder  John  D. 
Goeken  runs  the 
international  arm  of 
his  In-Flight  Phone 
Corp.  She  founded 
Women  of  Wireless 
to  bring  others  into 
the  DE  plan. 


PERCY  SUTTON 

The  former  Manhat- 
tan Borough  Presi- 
dent owns  stakes  in 
a  Queens  cable 
system  and  radio 
stations.  He  plans  to 
bid  with  Motown 
Records  and  Essence 
Communications. 


nering,  it's  out  to  curb  license-flippig. 
Following  the  the  lottery  for  cellulaip 
censes  in  1980s,  winners  reaped  hijje 
windfalls  by  quickly  selling  to  big  compt 
nies.  To  avoid  that,  the  agency  has  col 
up  with  elaborate  restrictions  on  resl 
of  PCS  licenses  by  designated  entities^ 
But  critics  say,  no  matter  what,  if 
DE  rules  will  only  b> 
lay,  not  prevent,  1| 
inevitable  contract! 
of  the  industry.  "Mi 
of  the  new  playfl 
will  be  gone  in  a  fl 
years  as  the  marll 
consolidates,"  sJ 
Dennis  Patrick,  prl 
ident  of  Time  Wan; 
Telecommunicatio: 
Even  so,  Time-W;l 
ner  has  held  disci 
sions  with  potent 
DEs,  including  a  co 
pany  of  Native  Am 
icans  in  Alaska.  I 
ing  a  DE  may  not  I 
a  shortcut  to  succe 
in  wireless,  but  ow 
ing  one  could  be. 

By  Mark  Lewyn  | 
Seattle 


JORGE  MAS  CANOSA 

A  prominent  leader 
of  Miami's  Cuban- 
American  commu- 
nity, he  plans  to  bid 
through  his  Mastec 
Inc.,  a  construction 
company  that  lays 
phone  cables  and 
erects  phone  poles. 


Best  Way  To  Mix  Business  With  Pleasure 


0  1B3^7&  ** 


Best  Western. 


-  1994  Best  Western  International.  Inc 


WmericanAirlines  y 


There's  no  reason  to  keep  the  two  apart  any  longer  Gold  Crown  Club  International  points 
are  now  worth  more  than  ever  before.  Best  Western  stays,  American  Airlines  tickets,  Avis  car  rentals. 
Carnival  Cruises  and  U.S.  Savings  Bonds  are  just  the  beginning  To  show  you  we  mean  business,  we've  invested 
more  than  a  billion  dollars  in  the  past  few  years  to  upgrade  our  properties,  guaranteeing  you  the  quality  you've 
come  to  expect  from  Best  Western  Just  call  1-800-USE-GOLD  to  join  Your  membership  is  good  at  over  3,000 
Best  Western  locations  around  the  world.  You  take  care  of  business  now,  and  we'll  take  care  of  the  fun  later. 

Call  1-800-528-1234  Or  Your  Travel  Agent  For  Reservations.  Your  Best  Bet  Is  A  Best  Western. 


FRANK  SHRONTZ 
Chairman  &  Chief  Executive  Officer 
The  Boeing  Company 


JOSEPH  P.  VIVIANO 
President  and  Chief  Operating  Officer 
Hershey  Foods  Corporation 


JOHN  F.  WELCH,  JR. 
Chairman  and  Chief  Executive  Officer 
GE 


Special  Interviews 


from 


BusinessWeek 


Symposium  of  Chief  Executive  Officers 

Reviving  Entrepreneurship 
in  Large  Corporations 


Making  $ense  Of  It  All. 


Week  of  October  3 

on  your  public  television  station 


The  Nightly  Business  Report  is  produced  by  WPBT2/Miami  in  association  with  REUTERS 
Nationally  underwritten  by  Digital  Equipment  Corporation,  A  G  Edwards,  Inc.; 
The  Franklin/Templeton  Group  and  Public  Television  Stations  nationwide 
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Commentary/by  Aaron  Bernstein 


THE  U.S.  IS  STILL  CRANKING  OUT  LOUSY  JOBS 


President  Clinton  took  office  promis- 
ing to  steer  the  U.  S.  onto  a  high- 
skills,  high-wage  growth  path.  In 
hopes  of  doing  so,  he  soon  launched  a  va- 
riety of  modest  programs,  from  appren- 
ticeships to  more  assistance  with  college 
expenses. 

Unfortunately,  several  recent  reports 
make  it  clear  that  this  effort  hasn't  start- 
ed to  pay  off— even  with  the  help  of  an 
economic  expansion.  Two  Labor  Dept. 
studies  show  that  employment  growth 
in  the  1990s  has  been  depressingly  simi- 
lar to  that  of  the  1980s:  An  abundance  of 


same  result— or  come  up  with  their  own 
ideas.  The  Secretary  suggests  new  tax 
incentives  for  training,  for  example,  or 
voluntary  commitments  for  workforce  in- 
vestments. Although  Reich  knows  that 
the  Administration  doesn't  have  the  clout 
to  force  ideas  such  as  a  training  mandate 
through  Congress,  he  still  holds  out  the 
threat,  at  least  implicitly.  "If  we  cannot 
develop  a  superior  approach,  it  would 
certainly  be  better  to  embrace  [a  man- 
date] than  to  abandon  the  goal,"  he 
warned. 

There's  little  doubt  that  the  U.  S.  isn't 


Meanwhile,  the  study  shows 
lion  higher-wage,  mostly  blue-co 
ufacturing  jobs  vanished,  ma 
fense.  One  million  other  new  job 
the  lowest-paid  service  occupati 
as  cleaning  and  food  preparati 
trend  I  found  is  virtually  the  s; 
the  '80s— a  shift  to  lower-wage  i 
and  higher-wage  occupations,"  s| 
Nardone,  the  BLS  economist  w 
the  study.  He  found  the  same 
when  he  looked  just  at  the  4.S 
jobs  created  between  Februar 
when  employment  bottomed  o 


MANY  NEW  JOBS  ARE  IN 
HIGHER-PAID  OCCUPATIONS... 

NUMBER  OF  NET  NEW  JOBS  CREATED 
FROM  1988  TO  1993,  BY  OCCUPATION 


.BUT  THEY'RE  MAINLY  IN 
LOW-WAGE  INDUSTRIES.. 

NUMBER  OF  NET  NEW  JOBS  CREATED 
FROM  1988  TO  1993,  BY  INDUSTRY 


...AND  AVERAGE  PAY  I 
STILL  BELOW  WHERE  IT 

AVERAGE  HOURLY  WAGE 
IN  1993  DOLLARS" 


Occupation 

New  jobs 

Millions 

Weekly  wage' 

Dollars 

Industry 

New  jobs 

Millions 

Weekly  wage* 

Dollars 

17 
16 

Executives 

1.12 

$635 

Mining 

-0.07 

$637 

Professionals 

1.68 

617 

Public  sector 

0.30 

555 

15 

Technicians 

0.49 

495 

Transportation 

0.30 

546 

Production 

-0.74 

490 

Construction 

-0.57 

454 

14 

Clerical 

0.25 

349 

Manufacturing 

-1.74 

452 

13 

Laborers 

-0.70 

328 

Finance 

0.11 

448 

Sales 

0.43 

314 

Wholesale  trade 

0.22 

446 

12 

Farming 

-0.05 

234 

Services 

4.35 

371 

Service 

1.19 

215 

Agriculture 

0.1  1 

252 

0 

TOTAL  JOBS 

3.66 

5  394  avg. 

Retail  trade 

1.04 

225 

'1 

•1993  AVERAGES 

DATA:  BUREAU  Of  LABOR  STATISTICS,  ECONOMIC  POLICY  INSTITUTE 

▲ 

SUH  COLLAR 


'90 


▲  DOLLARS 


'92  '93 
"AS  OF  MARCH  Of 


white-collar  jobs  have  been  created  but 
mostly  in  lower-paid  service  industries— 
along  with  plenty  of  low-wage  service 
and  clerical  positions  (charts).  What's 
more,  other  studies  show  that  pay  hikes 
for  existing  jobs  still  aren't  outpacing 
inflation.  The  result  is  that  average  real 
wages  continue  to  fall  for  blue-collar 
workers  and  remain  substantially  below 
their  prerecession  peak  for  white-collar 
employees. 

their  OWN  ideas.  Now  Labor  Secretary 
Robert  B.  Reich  is  trying  to  put  the  is- 
sue back  on  the  front  burner.  Only  this 
time  he  plans  to  put  business  squarely  in 
the  hot  seat.  In  a  Sept.  27  speech  to  the 
National  Alliance  of  Business,  Reich  said 
he  isn't  yet  ready  to  revive  some  Clinton 
campaign  ideas  that  riled  Corporate 
America,  such  as  mandating  that  em- 
ployers spend  1.5%  of  their  payrolls  on 
training.  Instead,  he  wants  companies  to 
embrace  other  methods  for  achieving  the 


yet  moving  toward  a  high-wage  strategy. 
In  an  analysis  of  the  3.66  million  net 
new  jobs  created  from  1988  through 
1993,  the  Labor  Dept.'s  Bureau  of  La- 
bor Statistics  (BLS)  found  that  executive 
and  professional  employment  expanded 
by  2.8  million.  But  2.65  million  of  these 
jobs  were  in  service  industries,  such  as 
health  care  and  lodging,  which  tend  to 
pay  worse  than  most  others.  For  in- 
stance, a  front-office  motel  manager 
earns  $18,000  to  $32,000  a  year,  vs.  the 
$40,000  to  $60,000  with  overtime  that  a 
unionized  auto  worker  rakes  in. 


Corporate  America  doesn't 
like  Clinton's  ideas  for  a 
high-wage  strategy — but 
hasn't  proposed  alternatives 


the  recession,  and  in  April  of  thi 
As  important  as  net  new  jobs 
over,  is  what  has  happened  to  tb 
those  who  are  already  working:  1 
es  received  by  101  million  existin: 
ers  affect  the  calculation  of  avera; 
pensation  far  more  than  the  wag 
of  3.6  million  new  hires  do.  Af 
justing  for  inflation,  the  pay  of 
vate-sector  employees  fell  4%,  tc 
an  hour,  between  1988  and  1994, 
ing  to  the  Economic  Policy  In 
(EPI),  a  liberal  think  tank  in  W 
ton.  Its  analysis  is  based  on  the 
Dept.'s  Employment  Cost  Index, 
from  a  survey  of  employers  cor 
every  March. 
DIPPED  AGAIN.  In  fact,  3'A  years  i 
recovery  there's  little  sign  that 
made  much  difference  at  all- 
wages  did  rise  by  a  slight  1.2% 
after  inflation,  they  have  remained 
have  fallen  every  other  year  sine 
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id  again,  by  1%  in  real  terms,  in 
ided  in  March  of  this  year.  Even 
in  such  benefits  as  health  care 
ake  much  difference:  Average 
ion  has  lagged  inflation  by  2% 

that,  splitting  the  workforce  into 
makes  it  clear  that  all  those  new 
md  professional  jobs  didn't  make 
rence.  Although  white-collar  pay 
lightly— 1.6%  in  real  terms— since 
snded  in  1991,  it  remains  L3%  be- 
8  level.  And  the  blue-collar  set  is 
3  blues,  with  a  7%  real  decline 
"There  might  have  been  a  little 
ages  from  the  recovery,  but  the 
problems  are  still  with  us,"  says 
hel,  the  Economic  Policy  Insti- 
E  economist. 

ook  for  the  future  isn't  much  bet- 
iLS  projects  that  57%  of  the  26 
new  jobs  it  thinks  will  be  created 
II  be  in  occupations  with  above-av- 
lings.  Even  if  this  turns  out  to 
5,  however,  it  says  nothing  about 
ivels  of  the  100-plus  million  people 
rking.  If  their  pay  hikes  continue 
iation,  average  wages  are  almost 
decline  in  real  terms  despite  any 
arher-paid  new  jobs. 
SLUMP.  It's  possible  that  demo- 
;nds  will  produce  a  pleasant  sur- 
'  boomers  are  likely  to  earn  more 
ve  into  their  40s  and  50s,  typical- 
;hest-earning  years.  And  older 
ill  start  retiring  soon,  opening  up 
;e  jobs  for  younger  workers  who 
red  the  brunt  of  the  '80s  wage 
;  also  conceivable  that  the  current 
ventually  will  lift  inflation-adjust- 
mough  to  allow  the  average  work- 
iss  the  1988  peak.  However,  that's 
y  unlikely,  since  many  economists 
ther  slump  to  begin  sometime  in 
)uple  of  years.  And  over  the  long 
of  these  factors  will  offset  the 
majority  of  employers  continues 
:ight  lid  on  wages. 
Iministration  was  defeated  in  its 
irts  to  launch  a  full-scale  high- 
egy.  Now  it's  taking  another  shot 
al.  Corporate  America  has  been 
istic  about  most  of  the  ideas  so 
hasn't  yet  come  up  with  alterna- 
ms.  Employers  must  focus  first  on 
competitive,  but  they  also  must 
;rips  with  the  continuing  wage 
l  is  right  when  he  says  that  "gov- 
:an't  do  it  alone.  Now  it's  time 
ivate  sector  to  come  up  with  in- 
Otherwise  U.  S.  living  standards 
i  at  risk. 

in  covers  labor  issues  for 
Veek. 


#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster* 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Year  Compounded 
Annual  Return' 

20% 


15% 


10 


5", 


0\ 


KAUFX 

FUND 

S&P50ol 

18.7% 

10.3%  J 

Kaufx  Inception  (2/86)  14.4%  Annual 
Returns:  1  Year  6.4%  Annual 

1 Period  ending  6/30/94  per  Upper  Analytical  Services 


More  than  twice  the  average  total 
annual  return  of  all  funds. 

(As  of  6/30/94,  per  Lipper  Analytical  Services) 

Morningstar  5  Star  (****★)  Rating" 

(Out  of  2, 1 84  equity  funds  as  of  6/30/94) 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedicated 
to  the  objective  of  capital 
appreciation  through  investment  in 
small  growth  companies.  The 
Fund  invests  primarily  in  com- 
panies beyond  the  venture  stage 
that  are  profitable  and  have  sub- 
stantial growth  prospects. 


Lawrence  Auriana  and  Hans  Utsch 
Portfolio  co-managers 


For  information  call: 

1-800-562-9210 

*  Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87-6/30/94. 

"  Morningstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the  funds'  three- 
and  five-year  average  annual  returns  with  appropriate  sales  charge  adjustments  and  a  risk  factor 
that  reflects  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the 
funds  in  an  asset  class  receive  five  stars. 

Total  returns  for  periods  ending  June  30,  1994  are  historical  and  include  change  in  share 
price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b- 
1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common  stock  of 
500  publicly  traded  U.S.  companies.  For  more  information  including  charges  and  expenses, 
please  read  the  prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance  fluctuates;  fund 
shares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 

THE  KAUFMANN  FUND,  INC. 
140  East  45th  Street,  New  York,  NY  10017  •  Fax  (212)  661-2266 


MACHINERY  I 


THESE  MOTORS  SHIFT  GEARS 
ON  THEIR  OWN 


Energy-saving  variable-speed  electric  motors  finally  catch  on 


■  n  an  era  of  megabit  chips  and  gigabit 
I  fiber  optics,  the  lowly  electric  mo- 
I  tor  is  easy  to  overlook.  Nothing  "vir- 
tual" about  a  motor:  It  uses  electricity  to 
turn  a  shaft,  which  drives  fans,  pumps, 
compressors,  and  other  holdovers  from 
the  Industrial  Age.  The  basic  science  of 
motors  isn't  exactly  racing  forward 
either.  Some  of  the  best  textbooks  on  it 
were  written  in  the  1930s  and  '40s.  In 
most  motor  purchases,  the  biggest  factor 
is  a  rock-bottom  price. 

Suddenly,  though,  interest  in 
new  motor  technology  is  on  the 
rise.  Credit  for  that  goes  largely 
to  the  U.  S.  government,  which 
is  pushing  to  raise  the  efficiency 
of  motors.  And  for  good  reason. 
Motors  use  more  than  half  the 
electricity  generated  in  the  U.  S. 
The  Energy  Dept.  estimates  that 
systems  powered  by  industrial 
motors  consume  about  $30  billion 
worth  of  electricity  a  year— and 
indirectly  account  for  8%  of  U.  S. 
carbon  emissions. 
NEW  HUM.  The  drive  for  motors 
that  use  less  electricity  is  com- 
ing on  several  fronts.  Under  the 
Energy  Policy  Act  of  1992,  most 
general-purpose  alternating-cur- 
rent (a.c.)  motors  from  1  horse- 
power to  200  hp  sold  in  the  U.  S. 
after  October,  1997,  are  supposed 
to  meet  an  efficiency  standard 
that  is  reached  today  by  only  pre- 
mium units.  And  the  National 
Appliance  Conservation  Act  of 
1987  requires  steady  increases  in 
the  minimum  efficiency  of  equip- 
ment in  the  home,  including  re- 
frigerators, heat  pumps,  and  oth- 
er devices  driven  by  motors. 

The  government's  initiatives  please 
motor  manufacturers,  whose  products 
are  getting  a  closer  look  from  blase  cus- 
tomers. In  the  past,  buyers  focused  on 
low  initial  price  without  much  regard 
to  lifetime  energy  costs.  Even  if  they 
wanted  to  take  these  expenses  into  ac- 
count, they  had  to  cope  with  confusing 
and  contradictory  claims  from  manufac- 
turers. The  1992  Energy  Policy  Act  gave 
official  recognition  to  an  industry  rat- 
ing system.  Says  John  M.  Hooker,  man- 


ager of  advanced  engineering  for  Gener- 
al Electric  Co.'s  GE  Motors  unit  in  Fort 
Wayne,  Ind.:  "There  was  nothing  out 
there  in  the  marketplace  that  was  driv- 
ing this.  Now  there  is." 

While  government  action  has  been  in- 
strumental, efficiency  improvements 
couldn't  have  happened  without  new 
technology.  The  advances  haven't  come 
so  much  in  the  copper  and  iron  of  the 
motors  themselves  but  in  the  electronics 
that  control  them.  The  biggest  improve- 


HOW  THE  GE  MOTOR  WORKS 


DATA  GENERAL  ELECTRIC  CO 


Motors  make  a  shaft  spin  by  using  electromagnets- 
wire  coiis  that  become  magnets  when  current  passes 
through  them.  General  Electric's  variable-speed  motor  uses 
an  outer  ring  of  electromagnets  to  move  the  rotor,  which  is 
covered  by  four  permanent  (nonelectrified)  magnets.  A 
controller  varies  the  rotor's  speed  through  the  timing  and 
direction  of  currents  that  make  each  electromagnet  pull  on 
an  approaching  rotor  magnet. 

ment  is  in  variable-speed  technology. 
Most  alternating-current  motors— the 
most  common  kind— run  either  full  speed 
or  not  at  all.  That's  an  inefficient  way  to 
perform  many  kinds  of  work,  such  as 
moving  volumes  of  liquid  and  air.  If  elec- 
tronic controllers  are  added  to  vary  the 
speed  of  a.c.  motors,  their  energy  con- 
sumption can  be  slashed  by  up  to  50%  in 
some  cases.  A  new  generation  of  low- 
maintenance  direct-current  (d.c.)  motors 
is  also  fueling  the  transition  to  variable 


speeds.  There's  plenty  of  room 
growth:  E  Source  Inc.,  an  energy-cor|j 
vation  researcher  in  Boulder,  Colo.,] 
culates  that  only  about  10%  of  the 
chines  that  could  benefit  from  1  hj 
200  hp  variable-speed  motors  have  tlj 
today. 

Exxon  Corp.  was  ahead  of  its  t 
with  variable-speed  technology  for 
motors.  Back  in  1979,  its  engineers 
vised  a  box  that  would  convert  the  s 
dard  50  or  60  cycles  per  second 
household  current  into  whatever 
quency  a  motor  needed  for  a  gi 
speed.  To  market  the  "synthesizer," 
xon  bought  Reliance  Electric  Co.  for 
billion.  But  the  box  was  too  expensiv 
manufacture:  Exxon  gave  up  on  it 
years  later  and  sold  Reliance  in  15 
With  advances  in  power  electronics 
Exxon  concept  has  since  become  pr£ 
cal,  and  adjustable-speed  drives  for 
motors  are  sold  by  dozens  of  com 
nies— Reliance  among  them. 

Hooker's  group  at  GE  Mot 
is  pushing  another  approach 
variable  speed:  a  direct-curr 
motor  it  calls  the  Electronic 
Commutated  Motor.  Ordin 
d.c.  motors  require  frequ 
maintenance   because  th 
electrical  contacts,  known 
brushes,  wear  out.  The  E 
is  brushless.  Its  rotor  is  p 
pelled  by  the  complex  intei 
tion  of  electromagnets  on 
outer  ring  and  nonelectrif 
permanent  magnets  on  its 
tor  (diagram). 

FEUDING  CURRENTS.  The  COnCi 

behind  ecm  dates  back  to  1 
1920s,  but  credit  for  making 
practical  goes  largely  to  Da 
M.  Erdman,  a  senior  electron 
engineer  for  GE  in  Fort  Way 
Erdman  realized  that  brushl 
d.c.  motors  could  be  made  mi 
cheaper  by  doing  away  with 
pensive,  delicate  sensors  that 
tected  the  position  of  the  roi 
magnets  in  relation  to  the  oui 
ring  of  electromagnets.  He 
vised  a  way  to  sense  the  roi 
magnets'  position  by  using 
"back  voltage"  they  created  in  1 
outer  ring.  That  was  in  1976.  After 
few  false  starts,  Erdman  built  a  contr 
ler  that  juiced  the  electromagnets  ji 
right  so  they  drove  the  rotor.  "The  fii 
time  I  hooked  up  that  circuit,  the  mol 
ran  right,"  he  recalls.  "There  was  no 
justing  or  tweaking." 

Erdman  says  he  ran  into  flak  fn 
GE's  a.c.-motor  loyalists,  who  argued  tl 
energizing  electromagnets  in  qui 
bursts  was  inefficient  compared  wi 
riding  the  smooth  waves  of  alternati 


124  BUSINESS  WEEK/OCTOBER  10.  1994 


SCIENCE  &  TECHNOI 


A  lot  of  people 
don't  think  twice  about  their  clean  water  supply. 
We  must  be  doing  something  right. 

Did  you  know  there's  not  one  more  drop  of  water  on  Earth  today  than  when  it  came 
into  being?  And  while  that's  a  lot  of  water,  only  3%  of  it  is  fresh.  Take  awav  what's  locked  in 
icecaps  and  glaciers  and  you're  down  to  less  than  l°/0.  Not  exactly  an  unlimited  supply,  consid- 
ering everything  you  need  it  for.  Not  to  mention  what's  necessary  for  irrigation  and  industry. 

But  before  you  start  stockpiling,  there  are  some  good  reasons  to  feel  confident  about 
your  clean  water  supply.  Like  what  we're  doing.  In  towns  across  the  country,  we  make  it  possi- 
ble to  treat  wastewater  to  the  point  it  can  be  returned  to  waterways  cleaner  than  the  waterways 
themselves.  We  purify  the  drinking  water  for  over  a  half  million  people.  And  for  industries 
that  need  it,  we  even  ultra-purify  water. 

Altogether,  we  treat  or  purify  over  370  million  gallons  of  water  every  day.  We  may  not 
be  able  to  make  more  water.  But  we  make  more  of  it  clean. 

What  business  do  we  have  saying  we  help  the  environment?  That  is  our  business. 


Wheelabrator  Technologies 

A  WMX  Technologies  Company 


If  You  Had  Invested  $  1 0,000  at  the  inception  of  our 
Legg  Mason  Value  Trust,  it  would  now  be  worth  $61,392. 


The  Legg  Mason 
Value  Trust  ® 


Value  of  original 
shares  purchased 
plus  shares  acquired 
through  reinvestment 
of  capital  gam 
distributions 


Value  of  shares 
acquired  through 
reinvestment  of 
income  dividends 


Average  Annual  Returns 


ONE  YEAR 

FIVE  YEAR 

TEN  YEAR 

LIFE  OF  FUND 

4.86% 

7.06% 

12.25% 

16.03% 

6/30/93-6/30/94 

6/30/89-6/30/94 

6/30/84-6/30/94 

4/16/82-6/30/94 

For  thousands  of  investors,  the  Legg  Mason  Value  Trust  fund  has 
provided  a  sensible  way  to  take  advantage  of  uncommon  values  in  com- 
mon stocks  over  the  last  ten  years.  If  you  had  invested  $10,000  on  April 
16,  1982,  and  reinvested  dividends  and  capital  gain  distributions, 
your  investment  would  have  grown  to  $61,392  as  of  June  30,  1994. 
There  are  no  front  end  or  back  end  sales  charges  to  purchase  shares  of  the 
Legg  Mason  Value  Trust.  If  you  would  like  to  know  more  about  the 
Value  Trust,  call  1-800-822-5544 
for  a  free  prospectus  containing  more  complete  information,  including 
management  fees,  distribution  fees,  and  other  expenses.  Please  read  it 
carefully  before  investing  or  sending  money. 

The  investment  return  and  principal  value  of  an  investment  in  the  fund  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or 
less  than  their  original  cost.  The  returns  shown  are  based  on  historical  results 
and  are  not  intended  to  indicate  future  performance.  Calculations  assume  rein- 
vestment of  dividends  and  capital  gain  distributions,  and  are  not  adjusted  for 
income  taxes  payable  on  those  amounts  by  taxable  accounts. 


LEGG  MASON  WOOD  WALKER,  INC. 
FllildS      An  Investment  Tradition  Since  1899  •  Member  NYSE 


Member  SIPC 


12 


The  Time  Has  Came... 

...to  send  for  the  latest  copy  of  the  free 
Consumer  Information  Catalog.  It  lists 
more  than  200  free  or  low-cost  govern- 
ment publications  on  topics  like  money, 
food,  jobs,  children,  cars,  health,  and 
federal  benefits.  Send  your  name  and 
address  to: 

Consumer  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 

A  public  service  of  the  US  General  Services  Administration 


current.  To  prove  them  wrong,  he  wiH 
a  new  set  of  motor  equations.  EventH 
ly,  senior  GE  managers  bestowed  U 
ECM  team  with  figurative  "golden  ban 
es"  that  protected  them  from  beB 
undercut  by  the  a.c.  team. 
patent  suit.  As  hopeful  as  Exxon,  ■ 
bragged  in  1983  when  it  introduced  I 
ECM  that  within  a  decade,  GE  and  othHI 
would  sell  15  million  of  the  type  annS 
ly.  But  the  price  was  too  high.  W\ 
growing,  sales  today  remain  a  fractio 
that,  says  market  researcher  Fros 
Sullivan  Inc.  ECMs  are  most  popular 
blowers  used  in  heating  and  central 
conditioning.  Emerson  Electric  Co.  h 
brushless  d.c.  motor  line  called  Var~ 
but  GE  leads  in  sales  and  has  s 
Emerson  for  patent  infringem 
(Emerson  denies  the  allegations,  an 
trial  is  scheduled  for  January.) 

Other  efficient  designs  are  coming 
One,  the  switched-reluctance  d.c.  mo 
is  compact,  rugged,  and  handles  a 
speed  range,  making  it  suitable 
everything  from  coal-mining  machin 
to  kitchen  mixers.  It  combines  a  sim 


The  latest  motors 
skip  the  entire  principle  ( 
of  electromagnetism 


mechanical  system  with  a  sophisticat 
electronic  controller  that  precisely  tin 
jolts  to  the  coils  to  drag  an  iron  ro' 
around  in  circles.  Experimental  switch- 
reluctance  motors  were  noisy  and 
tery,  but  manufacturers  say  they  ha 
solved  those  problems.  Dana  Corp 
Warner  Electric  Div.  in  Marengo,  I 
sells  them  to  Ford  Motor  Co.  for  cru 
controls  and  to  Hewlett-Packard  Co.  : 
drawing  machines  called  plotters. 

Still  newer  are  motors  so  unusual  tl 
they  don't  even  use  the  principle  of  el 
tromagnetism.  They're  made  of  pie: 
electric  materials,  which  bend  when 
voltage  is  applied  to  them.  Disks  of  p 
zoelectric  ceramics  can  be  made  to  rip] 
in  a  stadium  wave  that  nudges  a  rot 
around  in  circles.  Japanese  compani 
hold  most  of  the  patents  on  the  cc 
cept,  with  the  top  user  being  Can 
Inc.'s  EOS  autofocus  lens  on  cameras. 

Motor  technology  was  stagnant  for 
long  that  many  manufacturers  shy  aw 
from  the  likes  of  such  odd  ducks 
switched-reluctance  and  piezoelectric  n 
tors.  Timing,  however,  is  critical.  It  coi 
be  risky  to  enter  those  markets  too  lat* 
just  as  15  years  ago,  it  was  risky  I 
Exxon  to  push  variable  speed  too  earl 
By  Peter  Coy  in  New  Yo 
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WORLD  FOOD  DAY 

OCTOBER  16th 

World  Food  Day,  now  in  its  14th  year,  is  observed  worldwide.  In  the  U.S.,  the  450  private,  voluntary 
organizations  which  make  up  the  National  Committee  work  together  with  more  than  20,000  community 
organizers  to  increase  awareness,  understanding  and  year-around  action  on  the  complex  issues  of 
food  security  for  all.  To  find  out  how  you  or  your  organization  can  become  involved  contact: 

\^XJ^  U.S.  National  Committee  for  World  Food  Day 

/Sj^   1001  22nd  Street,  N.W.  •  Washington,  D.C.  20437  •  202-653-2404 


tevelopments  to  Watc 
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VIRTUAL  VIDEO  THAT  LETS 
YOU  CALL  THE  SHOTS 


A Tennessee  company 
has  developed  a 
"virtual  eye"  that  lets  a 
viewer  pan,  zoom,  and 
tilt  while  watching  video 
recorded  by  a  stationary 
camera.  Omniview  is  a 
box  that  goes  between 
the  video  source  and  a 
monitor.  It  converts  live 
or  recorded  video  into 
digital  format  and  then 
manipulates  it.  Someone 
watching  a  videoconfer- 
ence  could  tell  the  box 
to  zoom  in  on  one  person,  then  another.  Omniview,  made  by 
tri  Inc.  in  Knoxville,  also  corrects  the  distortion  caused  by  a 
fish-eye  lens.  A  camera  could  take  in  a  wide  field  of  view,  up  to 
110  degrees,  and  a  viewer  could  "pan"  across  it. 

Veterans  of  Oak  Ridge  National  Laboratory  began  work  on 
the  system  back  in  1986.  Just  this  year,  TRI  managed  to  make 
the  system  fast  enough,  at  more  than  600  million  instruc- 
tions per  second,  to  manipulate  live  video.  The  first  product, 
devised  for  building  security,  is  $9,950.  Motorola  Inc.  bought  a 
minority  stake  in  the  private  company  this  year.  One  caveat: 
Omniview  can't  display  more  detail  than  exists  in  the  original 
video  stream,  so  extreme  close-ups  aren't  very  detailed. 


FOR  THOSE  SICK  LITTLE  CIRCUITS, 
A  PRICEY  PROBE 


Defects  in  an  integrated  circuit  cause  irregularities  in  elec- 
tric current,  which  can  cripple  a  satellite  or  a  computer. 
Discovering  the  culprit  may  require  chemically  removing  lay- 
ers on  the  chip  or  cutting  it  in  cross-sections.  If  engineers 
could  just  take  a  snapshot  of  all  the  current  paths  on  the  chip, 
they  could  trace  and  correct  the  defect. 

Scientists  at  Sandia  National  Laboratories  in  Albuquerque, 
N.  M.,  say  they  can  do  just  that  with  a  magnetic  force  micro- 
scope- ( mi-mi  sold  by  Park  Scientific  Instruments  in  Sunnyvale, 
Calif.  The  MFM  generates  detailed  images  of  the  IC  surface, 
based  on  the  minute  deflection  of  a  probe  scanning  the  chip. 
The  probe  is  fitted  with  a  microscopic  magnet  that  can  sense 
changes  in  magnetic  fields  generated  by  the  electric  current  on 
the  chip.  Team  leader  Ann  Campbell  says  the  device  should 
help  chipmakers  confirm  their  designs  as  well  as  monitor 
failures.  But  it  won't  come  cheap,  mfms  fitted  with  the  neces- 
sary electronics  may  sell  for  as  much  as  $250,000. 


HOW  TO  TEACH  PLANTS 
TO  FOOL  FUNGI 


Farmers  lose  more  than  $1  billion  a  year  when  wind-borne 
rust  fungi  attack  wheat,  coffee,  and  other  crops.  Threadlike 
rust  cells  invade  plants  through  tiny  breathing  pores  called 
stomata,  cutting  crop  yields  by  as  much  as  half.  Cornell  Uni- 
versity plant  pathologists  Harvey  C.  Hoch  and  Richard  C.  Sta- 
ples speculated  that  the  ridges  surrounding  the  stomata  sig- 
naled the  fungi  where  plants  were  vulnerable.  To  test  their 


hypothesis,  they  grew  fungi  on  silicon  wafers  etched 
different-size  ridges  by  electron  beams.  "It  was  a  marriag 
cell  biology  and  nanotechnology,"  says  Hoch. 

It  turned  out  that  fungi  couldn't  recognize  stomata  if 
ridges  were  slightly  taller  or  shorter  than  half  a  micron,  hi 
pair  have  identified  the  optimum  ridge  height  that  fungi  ■ 
recognize  for  more  than  30  crops.  Efforts  to  discover  plantfl 
rieties  with  stomata  invisible  to  fungi  have  so  far  been  ui 
cessful.  But  Hoch  thinks  that  introducing  genes  from  pi 
that  have  ridges  all  over  could  confuse  the  fungi's  sense  o 
rection  and  leave  a  plant  unharmed  in  its  wake.  Fungi  c 
then  be  controlled  by  changing  the  architecture  of,  sa 
leaf  rather  than  zapping  it  with  chemical  sprays. 


GETTING  GOOD  BACTERIA 
TO  CRUNCH  KIDNEY  STONES 


Most  bacteria  seek  to  live  in  harmony  with  their  h 
Some  are  even  beneficial.  One  example  is  Oxcdob 
formigenes,  an  intestinal  bacterium  associated  with  a  reduc 
cidence  of  kidney  stones,  an  ailment  that  affects  some  25  mi 
Americans  over  a  lifetime.  Scientists  at  the  University  of 
ida  in  Gainesville  have  isolated  two  genes  from  this  bacter 
that  may  pave  the  way  to  gene  therapy  for  kidney  stones. 

Pathology  professor  Ammon  B.  Peck  and  his  colleae 
have  identified  two  genes  that  direct  the  production  of 
zymes  that  break  down  oxalic  acid.  Left  alone,  oxalic 
binds  with  calcium  to  form  crystals  that  solidify  into  par 
stones.  Peck  introduced  the  genes  into  embryonic  rat  tis 
and  will  soon  graft  the  tissue  into  kidneys  of  adult  rats, 
rats  will  be  fed  a  high-oxalate  diet  to  see  if  the  genetically 
gineered  tissue  can  stop  the  formation  of  kidney  stones, 
has  also  put  one  of  the  genes  into  human  fetal  tissue,  but 
man  trials  are  several  years  away.  Ixion  Biotechnology  In 
startup  in  Alachua,  Fla.,  is  funding  the  trials  and  will  s 
market  a  supersensitive  dipstick  test  for  oxalic  acid  that 
developed  by  the  same  team. 


THIS  BENEVOLENT  BEEPER 
KEEPS  AN  EYE  ON  THE  KIDS 


Technology  that  troops 
use  to  locate  friend- 
ly forces  may  give  par- 
ents a  strategic  advan- 
tage. With  help  from 
defense  contractor  Har- 
ris Corp.  in  Melbourne, 
Fla.,  a  Long  Beach 
(Calif.)  startup  has  de- 
veloped a  beeper  system 
that  warns  parents  when 
a  child  strays  more  than 
15  feet.  Existing  prod- 
ucts measure  radio-wave 
signal  strength.  But  they 
have  been  plagued  with  false  alarms  caused  by  interferer 
from  walls  and  store  security  systems. 

A+H  International's  BeeperKid  works  differently.  The  chil 
transmitter  sends  two  signals:  One  identifies  the  child.  The  o 
er,  A+H  says,  is  a  low-frequency  signal  that  drops  off  sharj 
in  intensity  beyond  15  feet.  The  parent's  unit  has  to  recei 
both  or  an  alarm  goes  off.  A+H  won't  say  why  the  low-frequ 
cy  signal  drops  off  sharply,  a  phenomenon  that  seems  to  d< 
principles  of  radio  transmission.  BeeperKid  sells  for  $150. 
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Our  pilots  have  to  fly 
ver  a  million  miles  before 
they  can  fly  you  one. 


Everyone's  thinking  globally  these  days, 
rich  is  not  exactly  a  new  idea  for  us. 

Because  at  Korean  Air,  our  pilots  have  flown 
and  the  world  about  forty  times.  (And  that 

before  we  even  hired  them.) 

Of  course,  a  crew  of  this  caliber  deserves 
best.  That's  why  we  use  the  very  latest  in 
ition  technology.  Including  one  of  the  most 
dern  fleets  of  aircraft  in  the  world. 

So  call  your  travel  agent  or  Korean  Air  at 
00-438-5000.  We'll  go  out  of  our  way  for  you. 


KSREAXAIR 

Fly  the  spirit  of  dedication? 


128A-CA 


SOMEONE  DRAWS  A  LINE  AND  SAYS, 
"THIS  IS  AS  FAR  AS  YOUR  COMPANY  CAN  GO 


(A)  You  nod  and  toe  the  line. 

(B)  You  frown  and  straddle  the  line. 

(C)  You  laugh,  jump  over  the  line 
and  never  turn  back. 

If  you    chose  (C), 
congratulations.  Your    company  can 
grow   and   prosper   in  California. 

It  must  be  in  our  genes.  It's  clearly  a  part  of  our 
State's  history.  It's  our  steadfast  refusal  to  accept 
limitations.  Otherwise  known  as  the  spirit  that 
has  made  California  the  entrepreneurial  capital 
of  the  world. 

Today,  that  spirit  has  produced  the  world's 
7th  largest  economy.  And  more  goods  and  services 
than  any  other  state  in  the  nation,  with  more 
cutting  edge  industries  and  the  workplace  to 
let  them  grow. 

That  spirit  is  also  behind  our  state  government  's 
responsiveness  to  business,  with  everything  from 

California.  The  Climate's  Right. 
California  Trade  and  Commerce  Agency 


workers  compensation  reform,  regulatory  reform, 
tax  reform  and  dozens  of  new  partnerships  with 
businesses.  And  without  that  spirit,  there  wouldn't 
be  TeamCalitornia,  a  statewide  alliance  of  govern- 
ment and  business  people  who  ( 1 )  don't  draw  lines; 
(2)  are  sponsoring  this  message;  and  (3)  can  help 
your  company  go  places  in  California.  To  learn  how 
TeamCalitornia  can  help  vou  determine  the  growth 
possibilities  for  your  company,  or  Tmm^ufornia 
for  more  information  about  your 
company's  potential  in  California, 
call  1-800-326-2606. 


When  you  were 

in  COLLEGE, 
LATE  at  NIGHT,  DID 
YOU  EVER  DREAM  of 
MAKING  IT  SMALL? 


If  you  have  a  small  business  you  would  like  to  expand,  come  to 
First  Interstate  Bank.  Well  work  with  you,  not  against  you,  and 
we  have  a  variety  of  small  business  loans  and  lines  of  credit  to  help 
finance  your  dreams.  Especially  if  they  tend  to  be  of  the  big  variety. 


Small  business  loans  /^-temporarily  small  businesses. 


%  1994  First  Interstate  Bank 


First  Interstate  Bank 
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EXTRAORDINARY 
OVERNIGHT 

You're  in  New  York  for  business.  We  are,  too.  With  sleek,  distinguished 
looms  that  include  two  phone  line>  plus  modem  port.  fax.  and  voice  mail. 
With  immediate,  special  -ervico  that  range  from  meeting  accommoda- 
tions to  secretarial  assistance.  With  the  kind  of  vision  that  encompasses 
uptime,  downtime,  and  ontime.  And  the  >uperh  Restaurant  Charlotte. 
W  here  extraordinary  deals  are  made  daily. 

EXTRAORDINARY  VISION 

hh 

Hotel  MackloMe 

1  15  West  4  1  tli  Street    Ne*  York.  NY  10036  ■  212.768.4400 

In  the  U.S.  and  Canada,  call  toll-free  1.800.  157. 1000 
In  the  I    k..  call  toll-free  0.800.55.65.55 


Jain 

tactical 
Solutions 
)  Today's 
business 
hallenges 


Business  Week  is  proud  to  present  an  on-the-road  series  of 
seminars  for  senior-level  executives  who  want  to  learn  how 
to  achieve  high  performance  by  linking  technology  to  their 
business  visions. 

The  1994  Business  Roundtables: 

Meeting  the  Business  Performance  Challenge 

This  engaging  series  brings  attendees  face-to-face  with  key  business 
leaders  and  political  figures  in  their  regions.  Learn  how  technology 
can  improve  company  performance  in  sales,  marketing,  finance, 
and  customer  management  and  how  specific  regional  factors  can 
influence  your  business  strategies.  The  roundtables  will  be  held 
at  the  following  locations  across  the  country: 


Sprint 


Business  Solutions 


Detroit -September  19. 1994 

Omni  Internationa/  Hotel 
Featuring:  Mayor  Dennis  Archer 

Denver -September  21. 1994 

Loews  Giorgio  Hotel 
Featuring:  Mayor  Wellington  Webb 

Houston  -  September  23.1994 

The  Houstonian  Hotel 
Featuring:  Mayor  Bob  Lanier 

Boston  -  October  24.1994 

The  Copley  Plaza 

Featuring:  Mayor  Thomas  Menino 

Don't  miss  this  opportunity  to  make  important  connections  with 
influential  executives  and  political  leaders  in  your  region,  while 
gaining  practical  solutions  to  todays  business  challenges. 


Philadelphia -October  26. 1994 

The  Rittenhouse 

Featuring:  Mayor  Edward  Rendell 

Atlanta -October  28. 1994 

Stouffer  Waverly  Hotel 
Featuring:  Mayor  William  Campbell 

San  Diego -November  10. 1994 

La  Costa  Resort  &  Spa 
Featuring:  Mayor  Susan  Go/ding 


twister  for  these  Business  Week  Roundtables,  call  the 
less  Week  registrar:  for  Detroit,  Houston,  Philadelphia, 
n  Diego  -  (800)  265-4314,  for  Denver,  Boston, 
lanta  -  (800)  265-43 1 6:  fax  your  response  to 
)  512-6281,  or  mail  this  coupon  to: 

McKenna 
iness  Week 
cutive  Programs 
Avenue  of  the  Americas,  36th  floor 
York,  NY  10020 


CECUTIVE 
XJGRAMS 


Company 


The  Roundtable  I  wish  to  attend  is  being  held  in:  (please  check  one) 

□  Atlanta  □  Boston  □  Denver  □  Detroit 


■fit  1994  McGraw-Hill,  Inc 


□  Houston  □  Philadelphia  □  San  Diego 


See  the  BESTof  the  Best! 

THE  TOUR  Championship,  October  27-30 


THE  TOUR 

CHAMPIONSHIP 


£4 


THE  TOUR  Championship,  the  PGA  TOUR's  season-ending  event 
featuring  its  top  30  money  winners,  will  be  contested  on  the  Lake  Course 
at  San  Francisco's  historic  Olympic  Club. 

Television  coverage  by  ESPN  and  ABC  Sports  extends  through  all 
four  days  of  the  tournament.  The  broadcast  times  are: 


Thursday 
Friday 
Saturday 
Sunday 


10/27 
10/28 
10/29 
10/30 


ESPN 
ESPN 
ESPN 
ABC 


1-  3 

2-  4 
1-4 

12-3 


p.m. 
p.m. 
p.m. 
p.m. 


(Pacific  Time) 


Tickets  are  available  at  any  BANK  OF  THE  WEST  or  BASS  ticket  outlet. 
Or,  call  our  toll-free  number. 


BANKhIkWEST 


(800)741-3161 


WHERE HOUSE  I  TOWER 

__" 51 0-762- 
-tickets*  408-998- 

All  tickets  sub/ecf  to  convenience  tee. 


THE  TOUR  Championship  is  presented  to  you  by 
MICHELOB,  Mercedes-Benz  and  IBM. 


Mercedes-Benz 


; 


Be  sure  to  visit  The  MICHELOB  19th  Hole 
for  a  truly  unique  Golf  experience! 
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MEET  THE  WIZARDS  OF 


\kers  include: 

IALD  E.  COMPTON 

irman  of  the  Board  & 
f  Executive  Officer 
\a  Life  and  Casualty 

ry  J.  Butters 
ident,  North  America 
'rT  Network  Systems 

ustopher  Whittle 
irman 

ttle  Co  m  m  u  n  ica  tio  ns 


borate  sponsors: 

ScT  Network  Systems 
jst  &  Young 
\cle  Corporation 
jstar  Corporation 


The  Information  Revolution 

Communications  +  Hardware  +  Software  +  Management 
Corporate  IT  Strategies  for  the  Next  Stage 

Date:  October  31  -  November  1,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


BOLD  ADVANCEMENTS  in  information 
technology  present  complex  challenges  for 
corporate  IT  executives — managing  the 
integration  and  operations  or  new  systems. 

Preparing  a  strategic  plan  is  crucial  to 
success.  Leading  the  way,  Business  Week 
presents  an  interactive  executive 
symposium,  The  Information  Revolution. 

For  senior-level  IT  executives,  technology 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors,  The 
Information  Revolution  is  an  important 


gathering.  This  high-profile  event  provides 
face-to-face  interaction  with  prominent 
industry  figures  and  corporate  IT  executives 
from  across  the  country. 

Don't  miss  this  opportunity  to  gain  solid 
IT  management  strategies  and  make 
direct  contact  with  industry  leaders. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


gister  for  The  Information  Revolution  con- 
:e,  call  the  Business  Week  registrar  at: 
y  82 1  - 1329,  fax  your  response  to 
')5 1 2-628 1 ,  or  mail  this  coupon  to: 

McKenna 

ness  Week  Executive  Programs 
I  Avenue  of  the  Americas,  36th  floor 
York,  NY  10020 
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TlTLF 

Company 

Address 

City 

State  Zip 

Telephone 

Facsimile 

Primary  Business 
Fee:  $575 
Bill  my: 

u  American  Express 

Annual  Revenue 

□  Check  Enclosed 

□  MasterCard 

l1  Bill  me 
□  Visa 

A<  i  oun  i  Number 

Expira  lion  it 

%ht  1994  McGraw-Hill.  Inc 


Signature 

cancellation  POLICY:  All  cancellations  must  be  received  in  writing  Those  postnuirked  after  September  30,  1994  wdl  be  subject  to  a  service  charge  of 
$150  Registrants  who  fail  to  attend  and  do  not  cancel  pnor  to  the  conference  are  liable  for  the  entire  registration  fee  You  may,  if  you  wish,  send  a  substitute 
McGraw-Hill  LIABILITY:  In  the  event  of  cancellation  of  the  conference  for  any  reason,  McGraw-Hill's  liability  is  limited  to  the  reimbursement  of  any  pre- 
paid registration  fee 
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Investing 


WHY  MUNIS  COULD  LIFT 
YOUR  BOND  MARKET  BLUES 


Pet* 


Rs 


ising  interest  rates 
have  hammered  fixed- 
income  markets  repeat- 
edly this  year  and  may  contin- 
ue to  do  so  for  the  next  few 
months.  But  if  you  aren't 
spooked  by  the  decline  and 
can  handle  some  volatility,  you 
will  find  some  compelling  rea- 
sons to  buy  municipal  bonds. 

First,  yields  on  long-term 
munis  currently  equal  about 
80%  of  the  yields  on  taxable 
Treasury  securities.  That 
means  anyone  above  the  15% 
bracket  is  better  served  in 
tax-frees.  If  you  are  subject 
to  state  income  tax  you  can 
get  double  tax-exemption  by 
buying  your  state's  bonds.  For 
people  with  a  marginal  tax 
rate  of  40%,  the  aftertax  yield 
on  a  20-year  bond  is  about 
10%.  "That's  about  the  same 
or  a  little  greater  than  the 


average  annual  total  return 
on  the  Dow  Jones  industrial 
average  for  the  last  65 
years— without  the  risk,"  says 
Robert  Goodman,  chief  econo- 
mist for  Putnam  Investments. 

Add  low  inflation  to  the 
equation,  and  munis  are  look- 
ing even  better.  Tax-free 
yields  are  now  around  6.5% 
for  high-grade,  long-term  mu- 
nis maturing  in  20  years  or 
more.  Subtract  this  year's 
2.7%  increase  in  the  consumer 
price  index  and  you're  getting 
nearly  a  4%  real  return. 
"These  real  rates  are  higher 
than  they  were  in  1981,  when 
you  had  market  yields  of  14% 
and  15%  on  tax-free  bonds 
and  inflation  of  12%  or  13%," 
says  Goodman. 

That  4%  real  yield  is  an 
anomaly.  So  if  inflation  stays 
moderate,  muni  yields  should 


drop— as  much  as  a  full  per- 
centage point,  predicts  Jay 
Chitnis,  a  bond  dealer  at 
Stoever  Glass  in  New  York. 
Then,  people  who  hold  today's 
high-yielding  bonds  will  see 
them  surge  in  price. 

All  these  pluses  are  buoyed 
by  the  fact  that  the  muni- 
bond  supply  has  fallen  off  dra- 
matically since  February.  In 
1993,  municipalities  rushed  to 
refinance  and  issued  a  record 
$300  million  in  bonds.  So  far 
this  year,  new  munis  are  be- 
ing floated  at  a  rate  60%  low- 
er than  last  year,  says  Joseph 
Deane,  portfolio  manager  of 
Smith  Barney  Shearson  Man- 
aged Municipals  Fund.  That 
will  give  municipal  bonds 
some  downside  protection  if 
rates  continue  to  rise  in  the 
short  term.  And,  he  says,  "I 
expect  demand  to  continue  to 


:. 

* 


outpace  supply  for  tax- 
empts— a  situation  that  off 
investors  significant  upside 
price  appreciation  relatively 
taxable  securities." 

"NORTH  OF  BULLISH."  The  ; 

guments  for  buying  munis 
largely  based  on  long-te 
trends.  But  the  bond  mar  j 
has  been  trading  more  ba: 
on  the  economic  news  of 
day.  Deane,  who  descril 
himself  as  "a  little  bit  north 
bullish"  on  municipals,  thii 
the  time  to  invest  is  n< 
Even  though  the  Federal 
serve  Board  is  expected 
raise  short-term  rates  foi  \ 
sixth  time  this  year,  he  Si  t 
an  additional  hike— and  a 
other    negative  news 
bonds— has  largely  been  f 
tored  into  prices.  Since  f 
people  are  expecting  go 
news,  he  says,  "a  major  mc 
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going  to  be  down,  it's 

0  be  up." 

of  the  nice  things 
buying  muni  bonds  is 
;  long  as  you  plan  to 
em  until  maturity,  you 
leed  to  worry  about 
t-rate  movements  and 
actuations.  Convention- 
om  has  it  that  individ- 
ould  create  a  portfolio 

10  issues.  But  if  you 
ith  AAA-rated  munis, 
no  reason  not  to  buy 
e  or  two  bonds  for  the 
j  income.  Chitnis  ree- 
ds bonds  that  have 
prerefunded"  or  "es- 

to  maturity"  and  are 

by  Treasury  bonds, 
you  can  buy  an  indi- 
bond  that  is  the  same 

as  a  Treasury  bond, 
eds  diversification?"  he 
hese  bonds  often  trade 
par,  but  the  higher 
lould  more  than  make 
the  loss  of  principal. 
G  niches.  You  can  find 
mnis  in  a  number  of 
"California  paper,  rela- 
the  rest  of  the  indus- 
)ks  very  cheap,"  says 

Some  hospitals  and 

homes  in  areas  where 

1  a  niche  don't  deserve 
ating  they've  taken, 
>ter  Allegrini,  manager 
lential  Municipal  Bond- 
ield  Series.  But  if  you 
to  reach  for  higher 
oy  buying  lower-rated 
or  there's  a  chance  you 
leed  access  to  the  mon- 
should  diversify  across 
ies  or  just  buy  a  mutu- 

lys  check  the  bond's 
tion  provisions  to 
ure  there  are  no 
stances  under 
t  could  be  called, 
loncallable  issues 
lave  a  "sinking 
which  municipal- 
an  use  to  call 
percentages  of 
each  year.  Also, 

0  see  if  the  bond 
ect  to  the  alter- 

minimum  tax. 
municipal  bonds 
t,  but  ones  that 

1  private  purpose, 
;  industrial-devel- 
t  revenue  bonds 
often  are. 


Be  sure  to  shop  around  for 
the  best  price.  Bond  dealers 
and  brokers  do  not  make 
their  money  by  commission 
but  by  marking  up  the  price 
of  the  security.  Markups  can 
vary  from  1%  to  4%  and  tend 
to  be  lower  when  you  buy  di- 
rectly from  a  bond  dealer's 
own  inventory  rather  than 
from  a  stockbroker,  who  usu- 
ally will  go  to  a  dealer  to  find 
the  bond  you  want.  If  you 


cording  to  IBC/Donoghue)  for 
someone  in  the  39.6%  bracket 
has  a  tax-equivalent  yield  of 
4.47%.  The  average  taxable 
money-market  fund  yields 
4.26%. 

You  will  get  the  most  value 
if  you  buy  bonds  that  mature 
in  10  to  15  years.  But  keep 
in  mind  that  the  longer  the 
maturity,  the  more  interest- 
rate  risk  you  take  on— and  the 
more  likely  your  circumstanc- 


individuals  deciding  to  pick 
their  own  securities. 

"People  are  going  through 
a  whole  reevaluation  of  munic- 
ipal-bond funds,"  says  Isaac- 
son, who  puts  most  of  his  cli- 
ents in  individual  bonds.  While 
the  drop  in  total  returns  of 
3.92%  this  year  has  not  been 
that  major,  the  decline  in  prin- 
cipal, or  net  asset  value,  has 
been  severe:  7.38%,  says  the 
Bond  Fund  Report.  "People  will 


MUNI  FUNDS  VS.  INDIVIDUAL  BONDS 


Maturity  (yrs.)*  Fond 

Current  yield 

AAA  noncallable  bond 

Yield** 

2.5 

Vanguard  Municipal 
Limited  Term 

4.26% 

Sacramento, 

Prerefunded  (6.625%,  2/1/97) 

4.7% 

10.0 

Dreyfus  Intermediate 
Municipal  Bond 

5.22 

Longview,  Tex. 

CGIC  Insured  (6.35%,  3/1/04) 

5.5 

10.0 

Fidelity  Spartan  New  York 
Intermediate  Municipal  Bond 

5.29 

New  York  State, 

FGIC  Insured  (5.55%,  8/15/04) 

5.5 

20.0 

Fidelity  Municipal  Bond 

5.73 

Pittsburgh, 

FGIC  Insured  (7.25%,  9/1/14) 

6.1 

'Average  weightei 

1 

DAifcSTOEVERGUSSI 

■  CO. 

"At  maturity 

have  to  sell  the  bond,  you'll 
get  clipped  again. 

If  you  have  a  short-term 
horizon  and  aren't  in  the  high- 
est tax  bracket,  make  sure 
you  belong  in  tax-frees.  "At 
two  to  three  years,  it  may  be 
better  to  be  in  Treasuries," 
says  Joel  Isaacson,  a  New 
York  financial  planner.  To 
compare  how  you  would  fare 
in  taxable  vs.  tax-exempt  se- 
curities, subtract  your  tax 
bracket  from  1  and  divide 
that  into  the  tax-exempt  yield 
times  100.  Using  this  formula, 
2.70%  (the  average  for  all  tax- 
free  money-market  funds,  ac- 


A  MUNICIPAL-BOND  BUYING 
STRATEGY 


S>  Unless  you  plan  to  hold  bonds  to 
maturity,  diversify  across  5  to  1 0  issues. 

►  Stick  with  AAA-rated  issues  or  even 
safer  "prerefunded"  or  "escrowed" 
bonds  so  you  don't  have  to  worry 
about  credit  risk. 

Make  sure  there  are  no  hidden  bond 
call  provisions. 

►  Comparison  shop.  You  will  usually 
get  better  prices  from  a  bond  dealer 
than  from  a  stockbroker. 

DATA:  BUSINESSWEEK 


es  could  change,  perhaps  forc- 
ing you  to  cash  in  your  bonds. 
If  you  want  securities  that 
mature  in  more  than  10  to  12 
years,  invest  in  a  mutual 
fund,  Deane  recommends. 
Aside  from  professional  man- 
agement and  diversification, 
mutual  funds  offer  ease  of  en- 
try and  exit.  If  you  don't  need 
to  spend  the  income,  they  also 
simplify  reinvesting. 
rating  game.  The  case  for 
buying  individual  securities  in- 
stead of  mutual  funds  gets 
more  compelling  in  a  rising 
rate  environment.  Bond-fund 
yields  have  a  tendency  to  lag 
behind  interest-rate 
movements,  which  gives 
them  an  advantage 
when  rates  are  falling 
but  makes  individual 
new  issues  look  more 
tempting  when  rates  are 
going  up.  As  a  result, 
cash  flow  into  tax-free 
funds  has  slowed  sub- 
stantially. At  the  end  of 
1993,  there  was  $201  bil- 
lion in  municipal-bond 
funds,  vs.  $187  billion  to- 
day, according  to 
IBC/Donoghue's  Bond 
Fund  Report.  Deane  sug- 
gests the  problem  is  not 
less  demand  but  more 


say:  'Why  should  I  buy  your 
fund,  which  is  yielding  6.5%, 
when  I  can  get  an  AAA-bond 
for  6.5%?"'  says  Allegrini. 

In  addition  to  the  conven- 
ience, the  answer  is  that  a 
savvy  fund  manager  can  min- 
imize losses.  "With  a  managed 
fund,  you  don't  just  have  to 
play  offense,  you  can  play  de- 
fense," says  Deane,  who  has 
limited  his  fund's  losses  for 
the  year  to  0.42%.  Last  Octo- 
ber, when  he  thought  the 
bond  market  was  looking 
much  too  expensive,  he 
brought  the  average  matur- 
ity of  his  fund  down  from 
about  27  years  to  15.  He 
brought  his  cash  position  up 
to  10%  and  began  using  fu- 
tures to  hedge.  Today,  he's 
holding  no  cash,  has  moved 
the  average  maturity  back  up 
to  22  years,  and  doesn't  have 
any  hedges  in  place. 

Whether  you  want  to  put 
the  extra  effort  into  purchas- 
ing individual  securities  or 
choose  a  mutual  fund,  muni- 
cipal bonds  are  emerging  as 
the  best  choice  among  fixed- 
income  investments.  Keep 
your  eye  on  them,  even 
if  you  choose  to  wait  until 
the  market  gets  a  little  less 
wild.  Amey  Stone 
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ortgages 


ARE  THESE 
LOANS  WORTH 
THE  MONEY? 


The  article,  "Make  Mon- 
ey on  Your  Mortgage," 
(Personal  Business,  Aug. 
29)  on  a  new  Fannie  Mae-ap- 
proved product,  the  asset-inte- 
grated mortgage  (aim),  raised 
so  much  reader  interest  that 
the  subject  begged  a  revisit. 
Most  people  questioned  the 
validity  of  a  product  that  re- 
quires borrowers  to  get  a 
larger  30-year  loan  at  8.5% 
while  putting  part  of  the 
downpayment  in  a  tax-de- 
ferred annuity,  currently  earn- 
ing 6.2%.  (Our  example  as- 
sumed the  purchase  of  a 
$100,000  home  with  a  $20,000 
downpayment  and  an  $80,000 
mortgage.  Using  the  aim  al- 
ternative, the  home  buyer 


would  put  down  $5,000  on  the 
house  and  $15,000  in  the  an- 
nuity, so  the  loan  would  be 
$95,000.)  A  few  readers  ques- 
tioned the  tax  consequences 
of  the  aim.  CPA  Mark  Kerst- 
ing,  a  tax  principal  at  Urbach, 
Kahn  &  Werlin  New  York, 
helped  us  formulate  our 
responses  to  the  following 
questions. 

Aren't  there  better  ways  to 
invest  the  difference  between 
the  $615  monthly  payments  on 
the  conventional  loan  and  the 
$730  on  the  MM? 

If  you  have  the  discipline 
to  invest  the  difference  every 
month— and  for  many  people, 
that's  a  big  if— there  are  bet- 
ter investment  options,  such 
as  paying  off  the  mortgage 
early.  But  if  you're  likely  to 
fritter  away  that  money,  the 
AIM  lets  you  divert  part  of 
your  downpayment  into  a  rel- 
atively safe,  tax-deferred  sav- 
ings vehicle,  which  guarantees 
your  principal  and  a  market 
interest  rate.  It  also  diversi- 
fies your  investment,  so  you 


can  offset  any  loss  in  your 
home's  value. 

How  can  you  borrow  at 
8.5%,  invest  at  6.2%,  and  save? 

By  calculating  the  annual 
mortgage-interest  deductions 
and  the  effects  of  tax-deferred 
compounding  on  the  annuity, 
you  will  save  money  after  30 
years.  That's  because  the 
compounding  becomes  more 


Clearing  up  the  fine 

points  of  asset- 
integrated  mortgages 


valuable  with  time.  You  will 
have  to  pay  taxes  on  the  an- 
nuity interest,  but  that  only 
slightly  offsets  the  gain.  How- 
ever, the  aim  doesn't  look  as 
good  after  seven  years,  the 
average  time  people  own  a 
house.  Your  cash  payout  will 
be  less,  but  you  will  also  owe 
more  than  on  a  conventional 
mortgage.  The  equity,  too, 


will  be  greater  after  s« 
years,  but  you  will  have 
more  for  it.  Sometime 
10  to  15  years,  you  star 
come  out  ahead. 

An  important  point 
missed  was  that  the  AIM 
can  be  reset  periodically, 
a  floor  rate  of  3.5%  to 
You  can  sign  a  contract 
adjusts  every  year  or  u; 
every  10  years.  Your  rei 
reflects  prevailing  inte 
rates. 

//  you  liquidate  the  am 
before  age  5&/s,  will  you  ha 
pay  a  10%  penalty  plus  inc 
tax  on  the  interest? 

Yes,  except  if  the  ov 
dies  or  is  disabled,  the 
ceeds  are  transferred  to 
other  annuity,  or  are  paid 
over  at  least  five  years. 

Since  the  annuity  is  coll  *" 
al,  is  the  interest  taxable 
fore  you  cash  it  in? 

No.  With  the  aim 
pledge  only  the  principal 
the  entire  annuity  were  co 
eral,  the  interest  would 
taxed.  Pam  B 


■ 


St 


For  people  who  work  out 
of  their  homes,  trying  to 
get  proper  insurance  can  be 
frustrating.  Homeowner  poli- 
cies don't  pick  up  most  losses 
on  business  equipment  or  li- 
ability if  someone  gets  hurt 
in  your  office.  And  many  of 
the  separate  home-office  pol- 
icies insurers  began  offering 
five  years  ago  don't  have  re- 
alistic coverage  limits. 

Now,  insurers  are  seeking 
to  correct  the  inade- 
quacies. The  changes 
initiated    by  Aetna 
Life  &  Casualty,  for 
example,  result  in  part 
from  a  survey  that 
found     that  many 
home-based  business 
owners     mistakenly   ,  0® 
"assume  their  home- 
owner policy  covers 
everything  they 
need,"  says  Robert 
Restrepo  Jr.,  Aetna's 
vice-president  for 
homeowner  insurance,  ftumm 
Aetna  and  its  competitors  are 
also  looking  to  expand  their 
home-office  business  to  com- 
pensate for  all  the  homeown- 
er's customers  they  have 


Smart  Money 

PUTTING  MORE  TEETH  IN 
YOUR  HOME-OFFICE  COVERAGE 


dropped  in  areas  hit  by  earth- 
quakes, floods,  and  hurricanes. 

Aetna's  revised  coverage 
increases  protection  for  busi- 
ness-related assets  and  liabil- 
ity. Aetna  used 


0 


to  pay  a  maximum  of  only 
$200  for  cash  losses  and 
$1,000  for  losses  from  ac- 
counts receivable,  stolen 
credit  cards,  and  cellular 


phones.  Now  it  will  hike  each 
of  the  limits  to  $2,500  in  a 
new  home-office  rider  to  its 
standard  homeowner  policy 
that  it  plans  to  introduce  in 
October. 

In  addition  to  business-re- 
lated injuries,  the  rider 
covers  product  and  ad- 
vertising liability  for 
up  to  $300,000.  But  it 
excludes  professional 
liability  for  doctors, 
lawyers,  accountants, 
and  even  insurance 
agents.  Annual  pre- 
miums run  about  25% 
higher  than  those  for 
the  old  coverage  with 
the  lower  limits.  The 
package,  including  re- 
placement cost  for  a  $200,000 
house,  for  example,  will  go 
for  about  $500  a  year,  with 
the  home-office  rider  account- 
ing for  nearly  half  the  total. 


In  response  to  Aetn 
move,  ITT  Hartford  Group 
also  considering  increasi 
coverage  limits  for  home 
fices.  It  now  reimburses  lc  ids  i 
es  of  $200  in  cash,  $500  ft  tare 
credit  cards,  and  $1,000  fry, 
accounts  receivable.  For  la, 
er  home-based  operatio: 
Continental  is  offering  a  1 
arate  $175-a-year  home-off 
policy  that  covers  up  tc 
$5,000  loss  from  stolen  ca 
$5,000  from  stolen  cr& 
cards,  and  $10,000  from 
counts  receivable,  as  well 
$500,000  in  liability. 
umbrellas.  If  the  liabil 
limits  on  your  home-office 
surance  are  not  high  enou 
to  cover  your  needs,  an  u 
brella  policy  can  provide  pi 
tra  protection,  says  Se 
Mooney,  an  economist  wi 
the  Insurance  Information 
stitute.  It  will  pay  for  loss 
that  go  beyond  the  thres 
olds  of  the  original  polii 
But  keep  in  mind  that  u: 
brella  insurance  added  on 
a  homeowner  policy  will  c( 
er  business  liability  only 
it's  also  covered  by  the  ba 
policy.  Chris  Ron 
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in  minutes.  With  more  than  25  key  performance 
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y  the  information  you  want,  in  the  format  you  need, 
mplicated  technical  data  to  interpret  -  no  training 
il  necessary.  Scoreboard  diskettes  carry  their  own 
cement  program,  but  can  be  easily  transported  into 
^otus  1-2-3  or  ASCII  files.  Within  ten  minutes  you'll 
jrating  the  system,  by  following  the  simple  menu 
lands. 

pecial  features  check  list 

Simple  menu-driven  program,  no  extra 
software  required 

Multiple  search  &  sort  criteria  on  over 
25  data  fields 

Rapid  data  retrieval  -  full  database  and 
management  program  reside  in  memory 

Compatible  with  LOTUS  1-2-3  and  other 
popular  software 

Suitable  for  IBM  or  compatible  PC's  with 
minimum  256K  memory  and  DOS  2.1  plus 
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Electronics 

AUDIOPHILES 
REDISCOVER 
AN  OLD  FRIEND 


The  more  things  change, 
the  saying  goes,  the 
more  they  stay  the 
same.  So  it  is  in  the  world  of 
high-end  audio.  After  a 
decade  in  which  enthusiasts 
spent  ever  larger  sums  of 
money  on  more  powerful  sol- 
id-state amplifiers,  audiophiles 
are  rediscovering  the  joy  and 
simplicity  of  a  device  from  a 
bygone  age— the  vacuum  tube. 

Given  up  for  dead  when 
transistors  came  on  the  scene 
in  the  1960s,  the  quirky  tube 
is  once  again  being  prized  for 
its  sonic  virtues.  Indeed,  man- 
ufacturers of  some  of  the 
leading  solid-state  brands, 
such  as  Threshold  and  Con- 
rad-Johnson, are  promoting 
their  products'  tube-like 
sound— one  that  is  more  lush, 
or  romantic,  than  the  crystal- 
line tone  of  a  transistorized 
device. 

MONDO  RETRO.  Ironically,  the 
tube  renaissance  began  sev- 
eral years  ago  in  Asia,  home 
to  the  mass-market  audio 
equipment  that  displaced 
many  of  the  tube-dominated 
American  components.  Japa- 
nese stereophiles  have  been 
ardent  buyers  of  such  antique 
tube  amps  as  the  Marantz  9, 
driving  the  price  up  to 
$10,000-more  than  12  times 
its  original  cost. 

In  the  U.  S.,  a  cottage  in- 
dustry of  amplifier  makers 
such  as  Cary  Audio  and  Valve 
Amplification  Co.  has  sprung 


Worth  Noting 


■faulty  advice.  You  can't  al- 
ways rely  on  tax  advice  from 
Uncle  Sam.  The  Research  In- 
stitute of  America  reports  that 
when  IRS  representatives  mis- 
speai  ,  the  letter  of  the  Tax 
Code  still  stands.  Moreover, 
courts  have  ruled  that  the  IRS 
isn't  even  bound  by  the  text 
used  in  its  own  publications. 


up  in  recent  years  to 
replicate  tube  designs 
dating  as  far  back  as 
the  1930s.  Many  of 
these  amps  are  made 
from  the  finest  quality 
parts  hand-wired  to- 
gether. Another  group 
of  companies,  led  by 
Audio  Research  Corp., 
is  mixing  tubes  and 
transistors  in  hybrid 
designs.  Even  do-it- 
yourselfers  are  dusting 
off  their  Dynacos  and 
rebuilding  them  with 
modern  parts. 

Russia  and  China 
have  become  the  lead- 
ing sources  of  original 
and  replacement  tubes 
to  meet  the  growing 
demand.  Unlike  in  the 
U.  S.,  the  technology 
never  died  out  in  the 
former  communist 
world— the  Soviets  con- 
tinued to  use  tubes  in 
their  MiG  fighter 
planes  because  they 
were  not  susceptible  to 
radiation  the  way  tran- 
sistors are.  "In  the  last 
two  to  three  years, 
we've  seen  some  higher 
quality  tubes  come  onto 
the  market,"  says  Terry 
Dorn,  head  of  market- 
ing for  Audio  Research. 
"It  has  allowed  manu- 
facturers to  once  again 
explore  all-tube  circuit 
designs." 

WELL-TEMPERED  TONE.  It 

may  be  more  than  coincidence 
that  tubes  are  flourishing  at 
the  same  time  as  digital  au- 
dio. Some  music  lovers  think 
that  tubes  in  the  amplification 
chain  are  necessary  to  soften 
the  sometimes  harsh  sound 
produced  by  compact  disk 
players. 


SOME  MODERN  TUBE 
COMPONENTS 


PREAMPLIFIERS 


AUDIO  RESEARCH  LS7  Minimalist,  all-tube 
design.  $1,395 

JADIS  JPL  Stylish,  French-made  unit  for  CD 
replay  only.  $5,395 


AMPLIFIERS 


QUICKSILVER  GLA-75  Starter  amp.  $1 ,1 95 

MclNTOSH  MC275  Remake  of  a  30-year- 
old  classic  from  company  that  is  audio 
equivalent  of  Harley  Davidson.  $4,000 


CD  PLAYERS/CONVERTERS 


CARY  955  All-in-one  tube  design  based  on 
chassis  of  Rotel  955  CD  player.  $700 

VAC  DAC  Digital  processor  that  uses  tubes 
and  has  separate  power  supply  for  better 
sound.  $4,490 


DATA:  BUSINESS  WEEK 


green  homes.  People  con- 
cerned about  indoor  air  pollu- 
tion can  consult  How  Healthy 
Is  The  Air  In  Your  Home? 
from  the  Consumer  Federa- 
tion of  America.  The  free  bro- 
chure contains  a  checklist  of 
potential  pollutants  and  their 
remedies.  Send  a  self-ad- 
dressed stamped  envelope  to 
CFA  IAQ  Checklist,  RO.  Box 
12099,  Washington,  D.C. 
20005-0999. 


What  makers  of  tube 
equipment  are  seeking  is  a 
more  natural  sound.  Audio  en- 
gineers speculate  that  while 
all  amplifiers  distort  to  some 
degree,  tubes  do  it  in  a  man- 
ner more  gradual— hence  less 
offensive  to  the  ear— than  do 
transistors.  "A  good  tube  amp 
brings  the  music  back  with 
more  life,"  says  Kevin  Hayes, 
president  of  Sarasota  (Fla.)- 
based  Valve  Amplification. 
That  might  explain  why  elec- 
tric guitarists— Eric  Clapton 
among  them— have  long  fa- 
vored guitar  amps  with  tubes 
inside. 

There's  more  to  it  than  just 
sonics.  Modern  tube  amps  are 
works  of  industrial  art,  with 
their  glass  bottles  glowing 
yellowish  orange  in  the  dark. 


BEAUTIFUL  OBJECT, 
LUSH  SOUND:  MOVE 
OVER,  TRANSISTOR 


By  contrast,  today' 
id-state  amps  are 
imposing  gray  t 
with  huge  fans  tc 
sipate  heat  in  the 
"Very  often  a  tube 
is  an  object  of  \ 
aesthetic  beauty," 
Sam  Tellig,  contrib 
editor  at  Stereo 
magazine. 

MINT  EDITIONS.  Bu 

beauty  comes 
price.  The  best 
gear  costs  a  small}"!"' 
tune,  though  no 
than  exotic  trans  __ 
units.  It  is  not  un  rrn 
mon  to  pay  $4,000  U* 
up  for  a  quality  ; 
The  esoteric  Japai  — 
made  Ongaku  tube  Pi! 
from  Audio  Note  'w 
for  $65,000,  a 
more  akin  to  a  stjjj^o 
house.  More  modes  zj^ 
ferings  are  startin  — 
appear.  For  examp  — 
Cary  subsidiary,  A* 
Electronic  Supply,  :  IJW 
kets  a  tube  amp  ki  il  i 
$700  and  the  same  imti 
(Model  SE-1)  preas;^ 
bled  for  $1,000.  Quic 
ver  Audio  has  the 


(Great    Little  A 
which  sells  for  $l,l«p 

There     are  s 
drawbacks.  Tube  ec  — 
ment  can  be  I'mickf!!. 
unsuited  to  speakers 
need  a  lot  of  power  to 
them.  The  tubes  themsejuu 
need  replacing  every  coi 
of  years  depending  on 
And  the  same  open-ended 
sign  that  makes  them  apr.  — 
ing  to  audiophiles  is  a  lure 
the  prying  fingers  of  yo 
children. 

Yet  the  tube  sound  is 
quickly  forgotten.  And  in 
1990s,  with  a  newfound 
preciation  of  mellower 
formers  such  as  Tony  Bern 
and  Barbra  Streisand,  w 
could  be  more  retro 
owning  a  piece  of  ste>H 
equipment  that  not  only 
hances  their  sound  but  lo 
like  something  on  which  tlf^ 
original  records  could 
been  heard?         Tim  Sn 
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PERSONAL  BU 


tUCTION 

om  last  week:  -0. 1% 
om  last  year;  4. 1  % 


1967=100  (four-week  moving  average) 


Sept  17 

199.7 


LEADING 

Change  from  last  week:  0-2% 
Change  from  last  year:  8.2% 
246  


Sepl  17 
245  8 


111 


Sept  10 
199  8 


240. 


234. 


228  . 


>t  Jan 
3  1994 

May 
1994 

Sepl 
1994 

duction   index  was  virtually  unchanged  during  the  week  ended  Sept.  17 
x  hat  held  steady  since  August.  On  a  seasonally  adjusted  basis,  output 
steel,  autos,  trucks,  crude-oil  refining,  coal,  paper,  lumber,  and  rail-freight 
dined-  Production  of  electric  power  and  paperboard  increased-  Before 
an  of  the  four-week  moving  average,  the  index  stood  at  200.2,  little 
Tom  its  reading  of  200  in  the  previous  week 

BW  production  index  copyright  1  994  by  McGraw-Hill  Inc 

tUCTION  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

24)  thous.  of  net  tons 

1,870 

1,737# 

3.7 

/24)  units 

137,982 

132,270r» 

18.1 

5>/24)  units 

1 15,951 

1 19,270r# 

1 1.3 

POWER  (9/24)  millions  of  kilowatt-hours 

59,427 

63,823# 

1.6 

L  REFINING  (9/24)  thous.  of  bbl./day 

14,034 

14,066# 

1.1 

7)  thous.  of  net  tons 

19,989# 

19,095 

3.0 

IRD  (9/1 7)  thous.  of  tons 

896.5# 

876.8r 

7.8 

'1 7)  thous.  of  tons 

81 1  0# 

822.0r 

0  4 

9/17)  millions  of  ft. 

500.6# 

398.5 

3.7 

GHT  (9/ 17)  billions  of  ton-miles 

24.3# 

22.0 

5.7 

\merican  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
etroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA-',  Association 
i  Railroads 

IGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

YEN  (9/28) 

99 

98 

106 

MARK  (9/28) 

1.55 

1.55 

1.64 

'0UND  (9/28) 

1.58 

1.58 

1.49 

RANC  (9/28) 

5.28 

5.29 

5.72 

i  DOLLAR  (9/28) 

1.34 

1  34 

1.33 

ANC  (9/28) 

1.28 

1  28 

1  43 

PESO  (9/28)J 

3.388 

3.401 

3.1 17 

/tajor  New  York  banks.  Currencies  expressed  in  units  per  U.S  dollar,  except  for  British 
essed  in  dollars 

ES 

latest 
week 

Week 
ago 

%  Change 
year  ago 

28)  $/troy  02. 

396.250 

394  900 

12.2 

AP  (9/27)  #1  heavy,  $/ton 

134.50 

134.50 

19  6 

FFS  (9/26)  index,  1967=100 

212  0 

21 1.5 

0.2 

9/24)  C/lb. 

127  3 

124  5 

46.4 

M  (9/24)  C/lb. 

79.0 

77.5 

52  7 

/24)  #2  hard,  $/bu. 

4.08 

4.04 

25  5 

9/24)  strict  low  middling  1-1  / 1 6  in.,  C/lb. 

70  56 

72.78 

25  9 

222 


Sept  10 
245.3 


Sept 
1993 


Jan 

199-4 


May 
1994 


Sepl 

1994 


The  leading  index  increased  slightly  during  the  week  ended  Sept  17  Faster 
growth  rates  for  real  estate  loons  and  materials  prices  mostly  offset  the  decline  in 
stock  prices  and  higher  bond  yields.  M2  growth  was  unchanged  from  its  slow 
growth  rate  of  the  previous  week,  and  data  for  large-business  failures  were 
unavailable  Before  calculation  of  the  four-week  moving  average,  the  index  rose  to 
246.8,  from  a  revised  246.1  in  the  week  ended  Sept  10 

Leading  index  copyright  1  994  by  Center  for  International  Business  Cycle  Research 


.ondon  Wednesday  final  setting,  Chicago  market,  Knight-Ridder  Commodity  Research 
•Ms  Week,  Kansas  City  market,  Memphis  market 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (9/23)  S&P  500 

463.32 

469  70 

1.6 

CORPORATE  BOND  YIELD,  Aaa  (9/23) 

8.41% 

8  32'  , 

23.9 

INDUSTRIAL  MATERIALS  PRICES  (9/23) 

107  9 

107.6 

14.3 

BUSINESS  FAILURES  (9/16) 

NA 

304 

NA 

REAL  ESTATE  LOANS  (9/14)  billions 

$440  7 

$439.2 

6.1 

MONEY  SUPPLY,  M2  (9/12)  billions 

$3,560.6 

$3,559.4r 

1.7 

INITIAL  CLAIMS,  UNEMPLOYMENT  (9/1 0)  thous. 

327 

330 

0.9 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index;  1980=100),  Dun  &  Brad- 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data 
on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Aug )  billions  $  1 54  0 

$145. 2r 

16  9 

EXISTING  HOME  SALES  (Aug.)  millions 

3  90 

3.97 

1.0 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Aug.)  millions 

-$24,174 

$33,198 

NM 

CONSUMER  CONFIDENCE  INDEX  (Sept.) 

88.4 

90.4 

49.1 

Sources:  Commerce  Dept.,  National  Assn.  of  Realtors,  Treasury  Dept.,  Conference  Board 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (9/12) 

$1,152.2 

$l,155.7r 

4.5 

BANKS'  BUSINESS  LOANS  (9/14) 

300  4 

299.4r 

9.3 

FREE  RESERVES  (9/14) 

474r 

501r 

1336  4 

N0NFINANCIAL  COMMERCIAL  PAPER  (9/2 1) 

148.3 

148.9 

-8.9 

Sources:  Federal  Reserve  (in  billions,  except  for  free 
week  period  in  millions) 

reserves,  which 

are  expressed  for  o  two- 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (9/27) 

4.29% 

4.70% 

3.05% 

PRIME  (9/28) 

7.75 

7  75 

6.00 

COMMERCIAL  PAPER  3-MONTH  (9/27) 

5  18 

5.01 

3.18 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (9/28) 

5.16 

5  04 

3.16 

EURODOLLAR  3-MONTH  (9/23) 

5  01 

A  74 

3  06 

Sources:  Federal  Reserve,  First  Boston 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
Wood  Products  Assn      2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r= revised     NM  =  Not  meaningful 
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ture with  a  significant  reference  to  a  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


AdvaCare  104 

Aetna  132 

American  Airlines  43 

American  Cyanamid  88 

American  Home  Prod- 
ucts 88 

American  International 
Group  52 
Ameritech  1 16 
Amoco  108 
A+H  International  128 
Andrew  Lanyi  104 
Apache  48 
Apple  Computer  22 
Arizona  Public  Service  8 
AT&T  22,  43,  52 
Audio  Note  Ongaku  134 
Audio  Research  134 

B 


Bank  of  New  York  104 

Black  Entertainment 
Television  1 16 

Boeing  38 

Borden  106 

Borton,  Petrini  & 
Conron  50 

British  Petroleum  108 


California  Angels  6 

Canadian  Imperial  Bank  of 
Commerce  66 

Canon  124 

Capstone  Nikko  Japan 
Fund  100 

Catamount  Auto  Parts  8 

Catamount  Brewing  8 

Catamount  Landscaping  8 

CGM  88 

Cherry  88 

Chrysler  18,  42 

Circle  K  108 

Citibank  6 

Citicorp  44 

CNN  6 

Coca-Cola  8,  114 
Colgate-Palmolive  84 
Collins  &  Aikman  46 

Community  Bankers  U  S 
Government  Money- 
Market  Fund  52 

ConAgra  106 

Concert  Productions 
International  83 

Conrad-Johnson  134 

CS  First  Boston  30,  84 


Dairy  Mart  108 
Dana  124 
D.  Blech  6 

Dean  Witter  Reynolds  30 
DHL  Air  Express  50 
Dime  Savings  Bank  44 
DuPont  38 

Duracell  International  88 


Eastman  Kodak  52,  88 
Emerson  Electric  124 
Entergy  88 
E  Source  124 
Exxon  124 


Federated  Department 
Stores  96 

Fidelity  Capital  &  Income 
Fund  96 

Fidelity  Insight  Fund  96 

Fidelity  Investments  88 

Fidelity  New  Markets 
Income  Fund  96,  100 

Fidelity  Spartan  Long-Term 
Government  Bond  96 

Fleet  Financial  Group  104 

Ford  18,  42,  124 

Franklin  Resources  96 

Frost  &  Sullivan  124 


Gap  52 
GE  38,  124 
General  Magic  22 
Gerber  Products  46 
GM  18,  42 

Goldman  Sachs  46,  106 
H 


Harris  128 
HealthNet  50 
Hewlett-Packard  124 
HNB  Investment  108 
Home  Depot  1 14 
Honda  18 

Houlihan  Lokey  Howard  & 
Zukin  6 

I 


IBC/Donoghue  130 
IBM  44,  52 
ImClone  Systems  6 
Information  Resources  84 
ITT  Hartford  132 
Ixion  Biotechnology  128 


Jackmont  Entermedia  1 16 
K 


Kimberly-Clark  84 
Kleinwort  Benson 

Securities  30 
Kohlberg  Kravis 

Roberts  106 


L&F  Products  52 
Ladenburg  Thalmann  104 
Lehman  Brothers  52 
LENS  106 
LensCrafters  104 
Lever  Brothers  84 
Lexington  Strategic 
Investments  Fund  100 
Little  Caesar  108 
Lotus  Development  52 

M 


Macy  (R.H.J96 

Major  League  Baseball  26 

Maybelline  46 

MCA  50 

McDonald's  104 

McDonnell  Douglas  52 

McGraw-Hill  36 

Medaphis  104 

Mercer  Management 

Consulting  116 
MESA  48 
Microprobe  6 
Minnesota  Twins  6 
Mitchell  Energy  & 

Development  48 
Morgan  Stanley  52 
Morningstar  88,  100,  130 
Motorola  22,  88,  128 

N 


National  PCS 
Consortium  116 
NatWest  Securities  48,  52 
NBC  52 

NEC  Technologies  22 
Nesbitt  Burns  Economics  66 
NFL  26 

Nine  West  Group  104 
Nova  66 
Nynex  52 

O 


Oakland  Athletics  6 
Oracle  52 


PaineWebber  48 
Paramount  Pictures  50 
Park  Scientific  128 
Philip  Morris  44,  108 
Pittsburgh  Pirates  6 
Procter  &  Gamble  8,  58, 
84 

Prudential  Municipal  Bond- 
High  Yield  Series  130 
Putnam  Investments  130 


Quicksilver  Audio 


Regional  Financial 
Associates  30 
Reliance  Electric  12 
Richfood  Holdings 
RJR  Nabisco  106 
Robert  Plan  52 
Rowland  88 

S 


I 


Salmon  Brothers  38 
San  Diego  Padres  6: 
Sandoz  46 
Sanford  C  Bernstein 
Sears  104 
Sky  Chefs  38 
Smith  Barney  Shears< 
Smith  Barney  Shearsc 

Managed  Municipa 

Fund  130 
Sony  22  83 
Standard  &  Poor's  1 
State  Faim  Insurance 
Stoever  Glass  130 
Strategic  Insight  88 
Subway  108 
Sun  Microsystems  6, 
Sundstrand  52 


Taco  Bell  108 
Texas  Instruments  38 
Thinking  Machines  6 
Threshold  134 
Time  Warner  52,  1  \6 
Tocqueville  Asset 
Management  106 
Toshiba  52 
Toyota  18 
TRI  128 

T.  Rowe  Price  106 
Twentieth  Century 
Investors  88 


Urbach,  Kahn  & 
Werlin  132 
U.S.  Shoe  104 


1 


til 


Valve  Amplification  13  1 
Vanguard  Group  96 
Vision  Express  104 
Volkswagen  18 

W 


Wasserstein  Perella  46 
Wertheim  Schroeder  4 
Westinghouse  6,  44 
Wilen  Management  1( 

Y 


Yacktman  Asset 
Management  106 


Zenith  Electronics  44 
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/estment  Figures  of  the  Wee 


TARY 

reathed  a  sigh  of  relief 
ederal  Reserve  decided 
ind  not  raise  short-term 
es.  While  rate  hikes  lat- 
■  remain  o  possibility, 
i  markets  seem  satisfied 
sk,  stocks  made  small 
is  a  wide  variety  of  sec- 
■company  stocks  gener- 
he  best.  Beaten-down 
is  were  among  the  hot 
,  with  the  S&P  utility  in- 
%.  That  suggests  inves- 
ink  the  interest-rate  run- 
>out  over. 


STOCKS 

Sept.  Mar. 


Sept  22-28 


BONDS 

Sept.  Mar 


THE  DOLLAR 

Sept  22-28  Sept      Mar  Sept 

1390  110 


Ml 


Sept.  21-28 


t-week  change 
+0.7% 


52-week  change 

-17.3% 


1 -week  change  52-week chang 

-0.1%  -3.7% 


1-week  chang 
+0.2% 


(ET  ANALYSIS 


%  change 


SKS  Latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

5  INDUSTRIALS                     3878 .2 
IMPANIES  (S&P  MidCap  Index)    1 74 .5 
IPANIES  (Russell  2000)            254 .4 
NIES  (Russell  3000)                267  4 

STOCKS  Latest 

0.7  8.7 
0.4  -0.7 
0.0  1.1 
0.6  0.0 
%  change  (local  currency) 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 

4.60% 
7.8 1  % 
2.74% 
18  3 

Latest 

4.91% 
7.80% 
2.75% 
18.3 

Week  ago 

2.99% 
6.00% 
2.71% 
23  8 

Reading 

neeH 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

4609 
36.0% 
0.44 
1.42 

461  0 

37.0%r 

0.41 

1.17 

Positive 
Positive 
Positive 
Positive 

INANCIAL  TIMES  100)  3038.7 
[KE!  INDEX)  19,507.6 
TSE  COMPOSITE)  4372.5 

0.8 
-1.9 
0.3 

0.3 
-2.8 
9.8 

STRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS,  BRIDGE  INFORMATION  SYSTEMS  INC 

4TH  LEADERS 

% 

1  -month 

change 

1 2-month 

Strongest  stock  in  group 

% 

1  -month 

change 

12-month 

Price 

INING 

21  9 

23.5 

AMERICAN  BARRICK 

27.5 

16.6 

2  7 'A 

6.5 

52.2 

ASARCO 

15.1 

95  0 

343'8 

KM 

5.9 

30.7 

REYNOLDS  METALS 

10  7 

28  5 

56% 

RAPHY/IMAGING 

5.8 

NA 

EASTMAN  KODAK 

6.3 

13.1 

52  Vi 

PRODUCTS 

4.0 

23.8 

JAMES  RIVER 

13.8 

8.6 

23  3A 

ITH  LAGGARDS 

% 

1 -month 

change 

12-month 

Weakest  stock  in  group 

% 

1  -month 

change 

1 2-month 

Price 

rY  APPAREL  RETAILERS 

-13.6 

-14.2 

GAP 

-28.7 

4.6 

3 1  '/a 

5 

-12.6 

-24  6 

USAIR  GROUP 

-26.4 

-60  6 

47/s 

RING  AND  CONSTRUCTION 

-10.8 

6.3 

FOSTER  WHEELER 

-14.7 

5.0 

34 

ORTATION  SERVICES 

-8.8 

2.4 

FEDERAL  EXPRESS 

-118 

1  0 

6lVs 

TIME 

-8.6 

18.4 

BRUNSWICK 

-13.1 

34.8 
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1G,000 
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>rtfolio 

es  indicate 
tal  returns 


Foreign  stocks 
$11,515 

-0.06% 


Gold 
$11,134 

+0.48% 


U.S. stocks 
$10,295 

-0.28% 


llll 


tu 


Money  market  fund 
$10,205 
+0.05% 


Treasury  bonds 
$8,944 

-0.74% 


lis  page  are  as  of  market  close  Wednesday,  Sept.  28,  1994,  unless  otherwi: 
ps  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  i 


indicated. 
□  rket  close 


Sept.  27.  Mutual  fund  returns  are  as  of  Sept  23.  Relative  portfolios  are  valued  as  of  Sept  27  A  more 
detailed  explanation  of  this  page  is  available  on  request,    NA  =  Not  available    r  =  revised 
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itorials 


WHY  CLINTON  HAS  BUSINESS  FUMING 


The  facts  are  very  clear.  Since  Bill  Clinton  became  Pres- 
ident, the  economy  has  been  strong,  inflation  has  been 
low,  exports  have  jumped,  the  budget  deficit  has  been 
cut,  and  the  federal  bureaucracy  has  been  trimmed  back. 

Yet,  as  the  business  WEEK/Harris  Poll  on  page  38  shows, 
the  business  community  basically  hates  the  Clinton  Admin- 
istration. The  President  gets  little  credit  for  any  achieve- 
ments—from expanding  free  trade  to  generating  jobs.  Why? 

Part  of  the  reason,  of  course,  is  the  character  factor.  The 
continuous  drip-drip  of  events  involving  questionable  ethics— 
from  dissembling  over  the  draft  to  Whitewater,  have  taken 
their  toll. 

Then,  there's  the  Clinton  social  agenda  that  irritates  the 
hell  out  of  businesspeople.  The  big-government-eats-one-sev- 
enth-of-the-economy-health-care  plan  has  cost  Clinton  dearly 
within  the  business  community.  Even  Clinton's  early  Big 
Business  support  for  health-care  reform  was  trashed  by  his 
shift  away  from  cost  control  to  universal  coverage.  Now, 
business  is  suspiciously  eyeing  the  Administration's  step-up 
in  regulation,  particularly  in  civil  rights,  health  and  safety, 
and  banking. 

In  the  end,  it  may  well  be  the  President's  managerial  style 
that  most  infuriates  business.  The  procrastination  followed 
by  improvisation,  the  vacillation,  the  immense  sloppiness  in 
decision-making  are  anathema  in  the  business  world.  People 
living  in  a  culture  of  efficiency,  continuously  making  them- 


selves  and  their  institutions  more  competitive,  are  more 
appalled  by  Clinton.  They  are  filled  with  disdain. 

Ironically,  business  has  done  remarkably  well  unde 
Clinton  Administration.  While  Clinton  has  been  in  office 
porate  profits  as  a  share  of  national  income  have  soar 
9.6%,  compared  with  8.5%  under  President  Bush  and 
under  President  Reagan.  Although  corporate  CEOs  and 
agers  have  personally  seen  their  incomes  drop  because  of 
er  taxes,  their  companies  are  faring  better  than  an 
since  the  1970s. 

President  Clinton  has  two  years  to  go  before  he  fao 
next  Presidential  election.  It  may  be  too  late  to  get  mui 
spect  from  the  business  community,  but  the  Presiden 
take  a  number  of  steps  to  at  least  neutralize  some  o 
negatives.  A  return  to  his  New  Democratic  centrist  r 
ings  would  be  a  beginning.  That  would  mean  reining  i 
pro-regulation  minions  throughout  the  federal  bureauc 
Passing  significant  welfare  reform  would  also  help.  The 
serious  step,  of  course,  would  be  to  tackle  the  runawa; 
titlement  spending  that  continues  to  chip  away  at  th< 
tion's  economic  health. 

That  would  still  leave  the  Clinton  style,  a  miasma  that 
Leon  Panetta  hasn't  been  able  to  clear.  Leadership  req 
discipline  and  the  exercise  of  power.  If  President  Clintoi 
learn  these  skills,  he  might  win  some  support,  even  fr 
skeptical  business  community. 


THE  REAL  HERO  OF  RUSSIA'S  TURNAROUND 


What  a  difference  a  year  makes  in  Russia!  Just  nine 
months  ago,  its  economy  was  in  tatters,  inflation 
was  raging,  and  the  radical  reformers  had  been 
soundly  defeated  and  ousted  from  government.  Today,  the 
economy  is  growing,  inflation  is  way  down,  and  a  new  class 
of  entrepreneurs  is  spearheading  the  drive  toward  a  compet- 
itive market  economy  (page  68). 

After  a  four-day  summit  meeting  with  Russian  President 
Boris  Yeltsin,  President  Clinton  should  realize  that  the  man 
responsible  for  Russia's  surprising  progress  is  not  Yeltsin  but 
Prime  Minister  Viktor  Chernomyrdin. 

In  its  first  year,  the  Clinton  Administration's  Russia  poli- 
cy, designed  by  Deputy  Secretary  of  State  Strobe  Talbott, 
focused  totally  on  supporting  one  man— Yeltsin— and  his  small 
band  of  "shock-therapy"  market  radicals  led  by  Yegor  T.  Gai- 
dar. Their  policy  was  to  gut  the  state-owned  sector  and  shut 
down  all  of  the  country's  big  industrial  enterprises.  Oppo- 
nents of  this  strategy  were  perceived  as  antimarket  statists. 
When  the  radicals  were  booted  from  the  government,  the 
White  House  was  bereft  and  expected  chaos  in  Russia. 

It  never  happened.  Chernomyrdin  came  in  and  found  the 
right  formula  for  privatizing  without  deindustrializing.  Build- 
ing from  his  centrist  position  as  onetime  czar  of  Russia's  huge 


energy  industry,  he  was  able  to  enforce  the  reformers' 
monetary  and  fiscal  programs  while  not  threatening  the 
itary-industrial  complex.  By  retaining  his  country's  larg 
terprises  and  working  to  make  them  more  efficient,  Ch 
myrdin  held  out  hope  that  Russia  could  again  become  a  gl 
power.  It  was  a  brilliant  strategy. 

Billions  of  dollars  from  American  and  European  h 
funds  and  merchant  banks  are  now  flowing  into  new 
sian  securities.  Institutions  and  individuals  are  beginnin 
bet  big  on  the  new  Russian  capitalism.  The  pragmatists 
proved  right  in  their  approach,  and  Washington,  followi: 
the  footsteps  of  private  investors,  should  recognize  this 

Chernomyrdin's  government  still  has  a  lot  of  work  to 
cutting  red  tape,  curtailing  taxes,  codifying  commercial  I 
and  battling  criminals.  But  it  has  already  earned  the  econ 
ic  respect  of  the  West.  The  Administration  can  help  by  ch 
pioning  Russia's  entry  into  the  General  Agreement  on 
iffs  &  Trade,  pushing  the  International  Monetary  Fun< 
deliver  on  $8  billion  in  promised  loans,  and  making  $6  bil 
available  for  a  currency-stabilization  fund  that  pegs  the 
ble  and  makes  it  convertible.  When  it  comes  to  econorr 
it's  time  President  Clinton  began  talking  to  Prime  Mini: 
Chernomyrdin. 
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No  matter 
how  fast  your 
company  moves, 
our  employee 
benefits  give  you 
an  edge. 


The  Principal  Edge. 

No  matter  how  fast  you  go  or  grow,  employee 
benefits  from  The  Principal  Financial  Group®  are 
uniquely  tailored  to  keep  pace. 

The  Principal4  provides  the  flexibility  you  want  in  life, 
health  and  disability  insurance,  as  well  as  pension  plans. 
With  the  quick  response  you  need,  at  an  average  claims 
payment  turnaround  of  eight  days. 

And,  The  Principal  services  more  401  (k)  plans  than  any 
other  life  company.  Bring  your  benefit  plan  up  to  speed. 
With  The  Principal  Financial  Group.  For  more  information  ^_ 
call  1-800-986-EDGE(3343). 


the* 


Your  edge  on  the  future: 


Financial 
Group 


©1994  Principal  Mutual  Life  Ins.  Co..  Des  Moines.  IA  50392-0150 

Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries. 


Finally,  a  concept  car 
with  integrity. 

The  Concept. 

Structural  integrity.  Make  a  car's 
body  unit  stronger...  resistant  to  flex 
and  noise . . .  and  you  build  a  better  I 
automobile. 

Ik  Car 

To  make  it  happen,  the  all-new 
1995  Riviera  was  given  an  all-new  body 
structure.  The  result?  A  body  unit  so 
rigid  that  it  achieves  a  new  world  standard  for 
structural  integrity  —  unsurpassed  by  any  other 
luxury  coupe.  A  body  unit  so  rigid  that  ' 
its  handling  is  reassuringly  certain. 
A  body  unit  so  strong  that  it  acts  as 
a  security  cage  around  its  occupants. 
It's  a  car  you  can  feel  very  good  about  J 
driving.  What  a  concept.  I 

To  learn  more,  call  1-800-4-RIVIERA. 


Riviera  by  Buick 


£8  mm 


Q|y|  '©1994  GM  Corp.  All  rights  reserved. 

I  Riviera  is  a  registered  trademark  of  GM  Corp. 
|;  Buckle  up,  America! 


\ 

\ 

r  i  r  i 

VJ—r\_ 

J 

BusinessWeek 


A  McGRAW-HILL  PUBLICATION 


Economy  is  Changing, 
are  Changing. 

Workfor      Changing.  Is  America  Ready? 


THINKI 


Plus: 

65  YEARS  OF 
AMERICA 
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Delta  Air  Lines  And  lb 


I  he  $25  annual  Membership  Mites 1  program  fee  is  waived  for  your  first  year  of  enrollment  You  un  begin  redeeming  program  miles  once  you  have  charged  a  combined  total  ot  $5,000  on  enrolled  American  Express  accounts, 
t  Corporate  Card  tees  may  be  $50,  and  terms  may  vary.  Some  Corporate  Cards  may  not  he  eligible  tor  enrollment  For  Platinum  Card  members,  there  is  no  fee  tor  enrollment. « 1 1944  I  »elta  Air  I  ines,  Inc. 


lerican  Express*  Card. 
)  Cities  Worldwide. 


Wherever  international  business 
travel  takes  you,  take  along  the  travel 
partners  that  make  it  simple. 

The  Membership  Miles'®  program 


from  American  Express  makes  everything 


you. charge  with  the  Card  earn  program 


miles  toward  free  flights  and  other  special 


travel  awards.  And  you  can  transfer 


program  miles  to  your  Delta  Frequent 


Flyer  account,  to  earn  free  flights  even 


faster  to  any  of  the  32  countries  Delta 


serves.  To  enroll  in  the  Membership  Miles 


program,  call  1-800-443-9251. 

Delta  Air  Lines  and  the 
American  Express  Card.  Together,  the  ways 
and  means  to  make  your  international 
business  travel  more  convenient, 
more  comfortable  and 
more  rewarding. 


ADELTAAIR  LINES 

-You'll  Love  The  Way  We  Fly  — 


3"U2  3HTB  ISOOb 


Don't  Leave  Home  Without  It. 


Park  Avenue  s  back  seats 
don't  take  a  back  seat  to  most 
other  cars'  front  seats. 

Remember  legroom?  Well,  Buick  Park  Avenue 
provides  its  back-seat  drivers  with  nearly  the 
same  legroom,  headroom,  shoulder  room  i 
and  hip  room  as  its  own  front  seats. 
And  Park  Avenue's  front  seats  sit  yo 
firmly  in  the  lap  of  luxury.  There 
is  no  second  class  seating  here. 
To  learn  more,  call  1-80O4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1994  GM  Corp.  All  rights  reserved. 
Park  Avenue  is  a  registered  trademark  of  GM  Corp. 
le  up,  America! 


litor's  Memo 


A  NEW  LOOK  FOR  A  NEW  ERA 


May  2, 1959 


"^1  ept.  7, 1929.  Herbert  Hoover 
^was  President.  Babe  Ruth 
J  had  just  hit  his  46th  home 
l  of  the  year.  And  the  Roaring 
enties  were  about  to  end  in  a 
rket  crash  and  the  Great  De- 
;ssion.  On  that  day  65  years 
3,  the  first  issue  of  a  magazine 
led  The  Business  Week  was 
blished.  Hardly  an  auspicious 
ie  to  start  a  business  magazine. 
But  since  then,  business  week 
3  become  the  world's  largest 
siness  magazine,  with  a  global 
eulation  of  more  than  1  million 
)ies  every  week.  Earlier  this 
ir  we  were  proud  to  receive 
:  highest  honor  a  magazine  can 
n:  The  National  Magazine 
rard  for  General  Excellence, 
[f  anything,  the  future  seems 
;n  brighter  than  our  illustri- 
;  past.  An  exciting  new  global 
i  is  dawning  for  business,  a 
ie  when  communism  is  being 
daced  by  capitalism,  when 
ird  World  countries  are  em- 
icing  market  economics,  and 
en  America  itself  is  well  into  a 
v  epoch — the  Information  Age. 
rely  has  the  world  offered  so 
ny  opportunities  for  business 
for  BUSINESS  WEEK. 
JBAL  FOCUS.  At  age  65,  many 
>ple  start  receiving  Social  Se- 
ity  benefits,  put  up  their  feet, 
i  relax  a  bit.  At  business 
ek,  65  is  a  time  for  us  to  kick 
our  heels  and  experience  a 
taphoric  rebirth. 

\.s  a  symbol  of  the  future,  we  have  chosen  this  an- 
ersary  issue  to  launch  a  redesign — our  first  since  1983. 

not  the  radical  overhaul  we  felt  was  necessary  then 
.  an  elegant  refinement  of  that  pioneering  change.  We 

unveiling  a  classic  new  logo,  changing  our  table  of 
tents  page,  improving  our  display  language,  and  spruc- 

up  the  graphics.  We  believe  we  are  adding  more  style 
the  valuable  substance  we  have  long  sought  to  pro- 
e.  Art  Director  Malcolm  Frouman  worked  with  inde- 
ident  designer  Molly  Leach  to  create  the  new  look, 
ile  Production  Manager  Richard  Balestrino  took  on 

complex  task  of  adapting  the  design  for  our  desktop 
duction  system. 


THE  DESIGN  EVOLUTION 


BusinessWeek 


ANEW  ERA  FOR 
MANAGEMENT 

TIS  SHRINKING  OF  MIDDLE  MANAGEMENT 
COMPUTER-RUN  OFFICES  MID  FACTORIES 
A  DISENCHANTED  MIDDLE  CLASS 


Apr. 


His.; 


The  changes  are  more  than 
skin-deep.  We  are  expanding  in- 
ternational coverage  by  about 
25%  in  our  U.  S.  edition — to  give 
readers  the  information  they  need 
to  compete  in  the  global  economy. 
While  other  magazines  are  cut- 
ting international  coverage,  we 
have  strengthened  our  reporting 
staff  around  the  world,  already 
far  and  away  the  largest  of  any 
business  magazine.  And  our  in- 
ternational edition  has  been  cus- 
tomized for  readers  outside  North 
America.  This  material  will  also 
be  available  for  our  foreign-lan- 
guage editions  in  China,  Russia, 
and  Poland. 

INSTANT  ACCESS.  In  the  past  few 
months,  we  have  added  other 
new  features,  including  our  live- 
ly Up  Front  section  and  our  Tech- 
nology &  You  column.  Next 
month  we  will  publish  a  ground- 
breaking bonus  issue  on  21st-cen- 
tury capitalism,  an  in-depth  look 
at  the  emerging  global  econo- 
my— from  management  and  tech- 
nology to  finance  and  marketing. 

As  the  Information  Revolution 
proceeds,  business  week  will  of- 
fer its  distinctive  brand  of  jour- 
■  ■  ■4%H%B  S      nalism  in  a  variety  of  new  ways  - 
IRbS  9bs9k        l  r""  on-line  delivery. 

V V  ■Jlllm  Starting  in  December,  the  entire 
content  of  the  U.  S.  and  interna- 
tional editions  of  business  week 
will  be  available  weekly  on  Amer- 
ica  Online.  For  information, 
please  call  800  641-4848. 
For  this  65th  anniversary  issue,  we  are  publishing  a  34- 
page  Special  Report  on  the  changing  world  of  work  (page 
741.  The  twin  forces  of  technology  and  globalization  are 
rapidly  transforming  the  way  we  work,  indeed  the  very 
notion  of  work.  Our  package  of  stories  probes  these 
changes  and  outlines  future  possibilities.  It  is  this  kind  of 
perspective  and  insight  that  will  never  go  out  of  style  at 

BUSINESS  WEEK. 

We  look  forward  to  serving  you  for  years  to  come. 


Aug.  24,  19', 


RETHINKING 


Oct.  17,  1991, 


Editor-in-Chief 
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74  RETHINKING  WORK 

Vast  changes  in  the  economy, 
technology,  and  the  workforce  have 
altered  work  itself — not  just  in 
the  U.S.,  but  around  the  world 
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AFTERLIVES 


THE  GENERAL  HAS 
A  GOLDEN  TONGUE 


FAT  FEES:  Poirell  e.epotu/ds 
COLIN  POWELL  IS  RAKING  IX 

megabucks  as  a  speechmeis- 
ter  and  author  after  decades 
of  living  on  military  pay.  As 
Chairman  of  the  Joint  Chiefs 
of  Staff,  he  earned  $110,000 
yearly.  Next  fall,  the  public 
will  read  the  retired  gener- 


al's autobiography.  His  ad- 
vance from  Random  House: 
$6  million.  Right  now,  corpo- 
rate audiences  can  catch  him 
at  the  podium,  for  a  hand- 
some fee.  He  averages  a 
speech  a  week  at  $50,000  to 
$60,000  a  pop. 

Recent  paydays  came  from 
General  Motors,  Chase  Man- 
hattan, Morgan  Stanley,  Dean 
Witter,  Corning,  and  Merrill 
Lynch.  On  Sept.  27,  he  also 
addressed  a  ceo  conference 
sponsored  by  business  week. 
His  message  is  about  leader- 
ship and  the  need  for  such 
values  as  hard  work. 

Hauling  in  $3  million  or 
more  a  year  means  quite  a 
lifestyle  change  for  Powell. 
He  recently  purchased  a  $1 
million  home  outside  Wash- 
ington. His  cousin,  J.  Bruce 
Llewellyn,  the  chairman  oi 
Coca-Cola  Bottling  companies 
in  Philadelphia  and  Wilming- 
ton, Del.,  says  the  general  "is 
probably  putting  everything 
into  Treasury  bills  until  he 
figures  out  a  longer-term 
strategy."     Owen  Ullmann 


SLUGFESTS 


THE  DOGS  VS.  THE  HEALTH  GZAR 


POOR  IRA  MAGAZINER.  THE 

plan  he  produced  as  head  of 
the  Clinton  Administration's 
health  task  force  was  widely 
castigated  and  went  nowhere. 
Now,  he's  battling  attempts  to 
sock  him  with  a  contempt-of- 
court  citation  on  claims  that 
he  lied  in  court  papers. 

Last  year,  the  Association 
of  American  Physicians  & 
Surgeons  and  two  other 
groups  sued,  demanding  that 
the  task  force  open  up  meet- 
ings and  release  documents. 
They  argue  that  federal  pan- 
els with  nongovernment 
members  must  meet  in  public. 
In  a  March,  1993,  affidavit, 
Magaziner  said  its  members 
were  federal  workers. 

The  doctors  say  he  lied, 
contending  many  staffers 


MAGAZINER: 

Booed,  siwil 


came  from  the 
health-care  in- 
dustry. Maga- 
ziner says 
the  docs  are 
counting  con- 
sultants who 
had  no  control 
over  the  task 
force.  An  ap- 
"  peals  court 
disagreed  with  him  in  April, 
1993,  though  it's  unclear  if  the 
ruling  can  be  used  retroac- 
i  i\  ely  to  hung  him.  Magazin- 
er declines  comment,  but  a 
senior  Justice  Dept.  official 
says  the  allegation  has  no 
merit.  If  the  White  House 
can't  get  the  suit  dismissed 
at  an  Oct.  13  hearing,  there 
could  be  a  later  airing  of  the 
charge.     Susan  B.  Garland 


TALK  SHOW  U  The  only  permanent  fixtures  in  New  York  City 
are  Grand  Central  Terminal  and  the  Empire  State  Building. )j 

— Philip  Moms  spokesman  George  Knox,  on  the  tobacco  giant 
possibly  leaving  the  city  if  it  passes  stricter  antismoking  laws 

HONCHOS 

THIS  GEO  MAY  HAVE  TOO  MUCH  ON  HIS  PLATE 


RJR  AND  CONAGRA?  WELL, 

O.  K.  But  add  Borden  to  the 
rjr  Nabisco  mix,  and  the  pos- 
sibility of  a  conflict  of  interest 
for  Charles  "Mike"  Harper  in- 
tensifies. When  Harper  took 


CONFLICT  OF  INTEREST  FOR  HARPER? 

CONAGRA 

RJR  NABISCO 

POSITION 

:  Board  of 
directors 

I  Chairman, 
:  CEO 

STOCK 
OWNED* 

;  1,736,507 
;  shares 

;  622,222 
;  shares 

*As  of  Aug.  3, 1994 

DATA:  COMPANY  REPORTS 

j 

HARPER:  A  wealth  of  brands 

over  as  chief  executive  of  rjr 
Nabisco  last  year,  he  raised 
eyebrows  by  keeping  his  seat 
on  the  board  of  ConAgra,  the 
Omaha-based  company  he 
had  previously  headed.  Harp- 
er maintained  that  the  two 


food  giants  didn't  actua 
compete  directly. 

Now,  however,  rj 
largest  shareholder,  the  Kc 
berg  Kravis  Roberts  buy 
firm,  is  set  to  acquire  80% 
Borden.  RJR  its 
would  own  the  otr 
20%.  ConAgra  ; 
Borden  sell  ri 
brands  of  cheese,  tor 
to  sauce,  frozen  d 
serts,  and  dessert  t< 
pings,  according 
Information  Resourc 
The  Healthy  Choice 
bel  that  Harper  p 
neered  at  ConAgra 
now  one  of  Borde 
most  aggressive  rivi 
Harper  declined 
comment,  and 
spokesman  for  Co 
Agra  would  say  on 
"If  the  Borden  dc 
closes,  we'll  look  at  i 
Last  spring,  ConAg 
CEO  Philip  Fletch 
"  said  rjr's  acquisition 
a  direct  competitor  won 
lead  to  Harper's  exit.  St 
Harper  could  stay  a  force 
ConAgra,  where  he  owns 
million  shares.  He  has  d 
clared  that  he  has  no  plans 
sell  his  stake.     Greg  Bur 


SHOW  BIZ 

BIG  BLUE  HIRES 
HYPERMAN 

IS  IBM'S  NEW  ROLE  A 
Disney  wannabe?  Big 
Blue  now  has  its  very 
own  superhero.  IBM  is 
pitching  a  Saturday 
morning  cartoon  > 
series  to  TV  net-  >v 
works  that  is  based 
on  its  new  $49.95  inter-  MISSION:  Get 
active  CD-ROM  pro-  interactive 
gram.  The  Adventures  ~ 
of  Hyperman — produced  for 
IBM  by  outside  talent — is  a  sci- 
ence program  for  ages  8  to  11. 
Kids  are  exposed  to  topics 
such  as  light  waves.  Using 


this  knowledge  and  t 
D  help  of  great  scienti; 
of  the  past,  Hyperm 
defeats  villains  E 
.  trobe   and  K 
Chaos. 

So  far,  the  compa: 
has  had  some  "ni 
bles,"  says  Cal  Mc 
rell,  a  manager  wi 
IBM's  Multimed 
Publishing  Studio 
Atlanta.  Its  CD-ROM 
ties  include  The  Intt 
active  Science  Enc 
clopedia.  ibm  hop 
Hyperman  will  help  it  for 
ties  to  the  networks  fi 
interactive-TV  projects  wb 
these  things  become  possit 
someday.  Ira  Sag 
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Paper,  packaging  and  chemicals. 


Up  Front 


DIVERSITY 

THE  RAINBOW 
FED? 


CONGRESSIONAL  DEMOCRATS 
criticism  helped  bring  glas- 
nost  to  the  Federal  Reserve 
earlier  this  year  when  the 
traditionally  secretive  central 

/VjF/4 


SHARE  OF  FED  WORKFORCE  MAKING 
MORE  THAN  $125,000  PER  YEAR 


'93 

WOMEN 

■94 

MINORITIES 

'94 

0 

►  PERCENT 


3  6  9 

DATA  FEDERAL  RESERVE  BOARD 


bank  began  publicly  announc- 
ing  interest-rate  policy 
changes.  And  now  there's 
perestroika  as  well,  at  least 
in  Fed  hiring  practices. 
A  recently  disclosed  ex- 


change of  letters  between 
Fed  Chairman  Alan  Green- 
span and  his  leading  congres- 
sional critic,  Representative 
Henry  Gonzalez  (D-Tex.), 
suggests  that  the  Fed  has 
made  big  strides  in  bringing 
greater  diversity  to  its  top 
ranks,  long  derided  as  a  white 
male  bastion. 

The  share  of  employees  in 
Washington  making  more 
than  $125,000  who  are  female 
has  jumped  from  2.8%  a  year 
ago  to  8.9%  (chart).  Similar 
gains  were  made  outside 
D.  C.,  where  Cathy  Minehan 
became  president  of  the  Bos- 
ton Federal  Reserve  Bank, 
only  the  second  female  ever 
to  head  one  of  the  12  region- 
al banks.  And  the  share  of 
top-paid  minorities  has  risen 
from  2.8%  to  4.4%. 

What's  more,  two-thirds  of 
the  regional  bank  directors 
named  by  Washington  since 
1991  have  been  women,  mi- 
norities, or  representatives  of 
labor  or  consumer  groups. 
Even  Gonzalez  has  written 
Greenspan  to  "commend"  the 
gains.  Dean  Foast 


SHOW  BIZ 


A  MOVIE-MAKING  MONEY  MAN 


HOLLYWOOD  COMES  TO  THE 
Hudson  again:  Financier  Ken- 
neth Lipper,  the  former  New 
York  deputy  mayor  who 
helped  write  the  1987  film 
Wall  Street,  has  a  new  movie. 
City  Hall  is  a  thriller  that 
also  draws  upon  his 
experience.  Starring 
Al  Pacino  as  the 
mayor,  John  Cusack 
as  his  idealistic 
young  deputy,  and 
Bridget  Fonda  as  a 
police  investigator, 
the  flick  is  set  to 
start  shooting  at  the  " 
end  of  October,  with  a  late 
1995  expected  release. 

Lipper  and  Castle  Rock 
studio  are  tight-lipped  about 
the  plot.  Lipper  will  only  say 
the  well-meaning  mayor 
comes  to  grief  after  a  chain 
of  events  is  set  off  by  a  child's 


LIPPER:  Side  job 


death  in  the  crossfire  be- 
tween cops  and  crooks.  Con- 
trary to  conventional  wisdom 
that  pols  are  no  better  than 
crooks,  Lipper  says  his  story 
"is  not  a  cynical  view,  but 
gives  true  insight  into  how 
the  system  works." 

A  veteran  of  Salo- 
mon and  Lehman,  he 
got  involved  with 
Wall  Street  by  chance 
when  director  Oliver 
Stone  wanted  to  do  a 
project  on  high  fi- 
nance and  needed  ad- 
"  vice.  Lipper  wrote  the 
City  Hall  script  on  weekends 
while  he  built  up  his  invest- 
ment firm,  Lipper  &  Co., 
which  manages  $3  billion  in 
assets.  As  with  Wall  Street, 
Lipper,  53,  has  landed  a  bit 
part  in  the  movie,  this  time  as 
the  head  of  city  council.  □ 


DRAWN  &  QUARTERED 


II 

CoM>/TYcss/"P 

I  / 


NEW  WORLD  ORDER 

FROM  RUSSIA 

WITH  LOGS  

THE  SAWMILLS  IN  THE  PACIFIC 

Northwest  are  having  trou- 
ble getting  enough  timber, 
thanks,  they  say,  to  restric- 
tions saving  the  habitat  of  the 
endangered  spotted  owl.  So 
they  are  turning  to  the  vast 
forests  of  Asiatic 
Russia. 

Global  Forest- 
ry Management 
Group — a  consor- 
tium of  10  North- 
west mills,  a 
Seattle  stevedor- 
ing company,  and 
a  Portland  trad- 
ing outfit  —  is 
committing  $9 
million  to  lease  1  NEEDED 
million  acres  of  ~~ 
virgin  woodlands  and  to  build 
a  port.  Working  with  Russian 
partners,  the  group  started 
shipping  logging  equipment 
to  Russia  on  Oct.  2. 

Getting  the  logs  to  the  U.  S. 
won't  be  easy,  though.  The 


Agriculture  Dept.  doesn't 
low  imports  of  Russian  wi 
unless  it  is  heat-treated  to  M 
pests.  The  U.  S.  construct* 
industry  doesn't  yet  hav^ 
system  of  structural  stj 
dards  for  Russian  lumb^ 
which  is  mostly  spruce  a| 
larch.  Add  in  the  problem! 
Russia's  uncertain  politics  al 
economy.  "There  is  a  cons! 
erable  level  of  risk,"  sal 


re  timber  for  the  mills 


Howard  Sohn,  president  I 
Roseburg  (Ore.)  Sun  Stuq 
one  of  the  partner  sawml 
companies.  Sohn  and  his  cj 
horts  hope  they  can  begin  in 
porting  Russian  wood  by  laj 
1995.  Dori  Jones  Ya 


THE  BIG  PICTURE 


THE 

BIC  BUCKS 

Institutional  investors  have  a 
pot  of  money — $8.3  trillion  in 
1992,  just-released  data  show. 
More  than  half  of  that  is  held 
by  pension  funds. 

DATA:  THE  CONFERENCE  BOARD,  THE  BRANCAT0  REPORT 


PENSION  FUNDS 

$4.4  TRILLION  C 

INSURERS 

'..  $1.6  TRILLION  ^ 

INVESTMENT  FIRMS 

Ql. 4  TRILLION, 

BANK  TRUSTS 

$0.9  BILLION 


tail 


FOOTNOTES  1995  Rolls-Royce  Silver  Spur  III:  $1 69,000,  after  price  cut  of  $20,000  from  '94.  Four-door  Chevy  Blazer:  $1 9,851 
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Our  international  service. 
Available  in  small,  medium  and  large. 

}  matter  what  kind  of  cargo  you're  shipping,  no  one  takes  it  over  there  like  FedEx":  From  a  few  ounces  to 


ipments  over  500  pounds.  Just  call  1-800-247-4747*,  and  we'll  make  shipping 
erseas  as  easy  as  shipping  next  door.  Our  most  important  package  is  yours! 


Federal  Express 


>94  Federal  Express  Corporation  *TDD  1-800-238-4461 


HNDOWLESS  DESIGN  saves 

jergy.  However,  let's  consider 

REGULAR  ^Thorough 

INSPECTIONS 

or  STRUCTURAL  FATIGUE. 


H    building  may 
que  in  its  own  right,  yet  there 
tain  critical  elements  that  every 
>reat  one  possesses. 
Comfortable  temperature  and 
ity  levels.  Soft,  balanced  lighting. 

maintained  appearance.  And,  of 
,  superior  structural  integrity. 
At  Johnson  Controls,  our  mission  is 
te  this  ideal  building  environment. 
Outsourcing  is  a  prime  way  to 
this  happen.  It's  a  tool  whereby 
mtract  with  an  outside  company 


to  perform  typically  in-house  services 
that  are  often  quite  distinct  from  your 
core  business.  Outsourcing  helps  lower 
operating  costs  while  allowing  you  to 
tap  into  a  resource  of  specialized  skills. 

With  over  40  years  experience 
in  integrated  facility  management,  we 
have  the  skills  to  manage  an  entire 
building.  Everything  from  the  physical 
plant  to  landscaping. 

We  can  offer  services  like  vibra- 
tion analysis  and  infrared  imaging 
inspection.  Services  that  can  predict 


structural  problems  before  they  occur. 
And  allow  you  to  schedule  maintenance 
so  your  building  works  right  all  the  time. 

As  the  experienced  leader,  we 
realize  that  any  building,  given  proper 
attention,  can  become  a  more  productive 
environment.  There's  no  reason  why  your 
building  can't  achieve  similar  status. 

With  help  from  Johnson  Controls. 
People  committed  to  improving  life  in 
the  great  indoors. 

JQHNSON 
CONTROLS 
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BIOTECH'S  PAYOFF 
ISN'T  ALL  IN  BK  hS 


For  analysts  and  financial  advisers, 
biotechnology  research  has  not  paid  off 
in  the  way  they  had  hoped — through 
large  financial  gains  for  investors  ("Bi- 
otech: Why  it  hasn't  paid  off,"  Cover 
Story,  Sept.  26).  But  for  those  who  car- 
ry inherited  diseases,  Joan  O'C.  Ham- 
ilton clearly  identifies  the  real  payoff: 
The  new  techniques  and  tools  devel- 
oped will  play  a  major  role  in  providing 
insight  into  many  diseases  that  all  of  us 
hope  will  eventually  be  treated  or 
cured  by  biotech  research. 

The  most  disappointing  aspect  of  this 
report,  however,  is  the  side  article  on 
gene  therapy  ("Gene  therapy:  Promises, 
promises").  Although  cystic  fibrosis  is 
one  of  the  more  well-known  inherited 
diseases,  it  is  not  the  most  common.  Hy- 
percholesterolemia (fh),  for  example, 
which  causes  dangerously  high  blood- 
cholesterol  levels  in  individuals,  affects 
approximately  1  in  500  Americans  in  a 
more  mild  form.  Gene  thera-  ■■■■■■■■■ 
py  trials  in  humans  with  FH 
are  already  under  way,  even 
though  huge  hurdles  remain. 
Kathleen  Wodyka  May 
Vice-President 
fraxa  Research 
Foundation  Inc. 
Fairfax,  Va. 

Your  story  is  right  on  the 
mark.  While  the  biotech 
companies  captivated  the 
media  and  Wall  Street  over  the  past  10 
years,  and  yet  have  little  success  to 
show  for  their  dreams,  dozens  of  other 
high-technology  companies  were  born 
in  the  medical  industry  during  the 
1980s.  Unlike  the  biotechs,  who  swung 
for  the  fences,  the  high-tech  medical- 
device  firms  set  out  to  hit  singles.  The 
result?  Real  products,  jobs,  revenues — 
and  profits.  Often  confused  with  the  bi- 
otechs, the  high-techs  are  the  ones  that 
are  quietly  winning. 

James  H.  Walter 
Director  of  Communications 
Osteotech  Inc. 
Shrewsbury,  N.J. 


Your  article  focused  attention  on  t 
companies  attempting  to  develop  a: 
commercialize  products  to  cure  impo| 
tant  ailments  and  diseases  affecting  h 
mans.  But  you  ignored  the  other  bi 
technology  group — the  one  that 
developing  alternatives  for  crop-pr 
tection  chemicals  and  plants  to  betti 
resist  pests. 

You  can  and  should  correct  the  in 
pression  that  the  only  application  oft 
otech  is  to  produce  new  pharmaceut 
cals  for  human  health  care. 

Venkat  S.  Soho 
Vice-Chairman  &  c 
Bios 

Palo  Alto,  Cal 

In  response  to  the  cover  languag 
"Biotech:  Why  it  hasn't  paid  off,"  I  ha\ 
one  question:  Paid  off  for  whom?  Tr 
industry  has  certainly  paid  off  for  tr 
millions  of  people  suffering  from  did 
eases  who,  thanks  to  biotechnology,  aif 
alive  and  doing  well.  It  has  paid  off : 
terms  of  the  creation  of  many  jobs  fd 


FOLLOW  UP 

"The  industry  has 
certainly  paid  off  for 
the  millions  of  people 
suffering  from  diseases 
who,  thanks  to  biotech- 
nology, are  alive  and 
doing  well." 


Americans  and  has  given  the  U.  S. 
worldwide  leadership  position  in  a  highj 
technology  field. 

Too  many  companies?  Maybe.  YeJ 
competition  produces  results  and  is  no] 
something  to  denigrate.  Two  hundrej 
companies  working  on  AIDS  will  brin,] 
about  a  cure  faster  than  one  or  two] 
The  benefit  of  having  a  small  companj 
built  around  a  single  technology  or  dis 
eovery  is  simple.  With  scientists  focus! 
ing  on  one  technique,  and  with  littlj 
bureaucracy  and  distraction,  more  ca«j| 
be  accomplished  in  a  faster  timer 

Alison  Kilej 
San  Francisci 
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Financial  Services 
from  Transamerica 


Sometimes  it's 
Comforting  to  Know 
You're  Not  Alone. 

We're  Transamerica,  the  people 
in  the  Pyramid.  We  provide  the 
security  of  life  insurance  to 
millions  of  families.  We  help 
people  lead  better  lives  with 
home  equity  loans,  and  help 
them  plan  for  the  future  with 
annuities,  mutual  funds  and 
retirement  products.  We  believe 
in  providing  our  customers 
with  real  solutions  to  their 
financial  needs,  at  reasonable 
prices.  In  today's  changing 
world,  we  hope  it's  comforting 
to  know  someone  is  always 
thinking  of  you.  Remember 
us  when  you  want  the  best  in 
financial  services. 


Transamerica  m 

Life  Insurance  •  Investments  •  Lending  •  Leasing  f 


How  to  buy 
something  different 
for  everyone. 


Readers  Report 


ii 


Simple.  Buy  the  American  Express5-  Gift  Cheque.  It's  different  things  to  different  people 

because  it  allows  them  to  buy  practically  anything,  virtually  even-where.  Packaged  elegandy 

it  is  a  truly  distinctive  and  memorable  gift.  Available  at  participating  American  Express1 

Travel  Service  Offices,  banks,  credit  unions  and  AAA  Clubs.  For 

a  location  near  you.  call  1-800-335-4892.  For  more  information         3}  Gift 

on  corporate  orders  (  over  20  Cheques)  call  1-800-700-7614.    Wtk-  Cheques 


It  is  New  York's  legendary 
private  hotel  and  residence 
of  world  leaders  in  the  arts 
and  business.  The  Sherry- 
NetHerland  on  Central  Park 
at  Fifth  Avenue  and  59th 
Street  offers  more  than  the 
city's  best  address.  Its  lobby 
modeled  on  the  Vatican 
library,  Italian  Renaissance 
paneled  elevators,  65  indi- 
vidually decorated  rooms 
and  suites,  served  by  a  staff 
of  120,  reflect  The  Sherry's 
discerning  clientele. 

~  QT/le  — 
SH€RRy~N€TH€RlAND 

781  Fifth  Avenue,  N.Y.,  NY  10022 
Reservations:  800-247-4377 
212-355-2800  •  Fax  212-319-4306 


CORRECTIONS  &  CLARIFICATIONS 

"Supermath  for  the  real  world"  (Science! 
Technology.  Sept.  5)  should  have  identifii 
the  site  of  the  Center  for  Nonlinear  Analysj 
as  Carnegie  Mellon  University. 

"These  small-cap  plums  are  ripe  fj 
plucking"  (Inside  Wall  Street.  Oct.  3)  gai 
the  wrong  recent  prices  for  two  stocks.  R| 
Tech  Medical,  recently  trading  at  23.  has 
takeover  value  of  S32  to  $35  a  share, 
cording  to  investment  adviser  Charles 
Loggia.  He  says  Salick  Health  Care,  withl 
recent  price  of  22.  has  a  takeover  value  | 
S35  tc  $40. 


WHEN  THE  FED  TALKS. 
FOLKS  GET  JITTERY 

"At  the  Fed.  silence  isn't  golden  j 
more"  (Washington  Outlook,  Sept. 
states  "the  glare  of  openness  is  unnej 
ing  financial  market  players  used  to ' 
ing  kept  in  the  dark."  This  isn't  corre 
Policymakers'  statements  in  the  me 
are  sometimes  reckless,  sometimes 
advised,  sometimes  pure  cheerleac 
and  sometimes  politically  motivated, 
terribly  destabilizes  the  market. 

Robert  Craven,  Preside 
Fixed  Income  Management  Grc 
San  F  rancid 

ATTENTION.  KMART  WATCHER 
THE  CEO  STAYS 


I  am  writing  to  set  the  record  straig 
regarding  executive  activities  under  w 
at  Kmart  ("Is  a  new  CEO  on  Kmar 
shopping  list?."  In  Business  This  Wet 
Oct.  3).  It  is  true  Kmart  is  active 
searching  for  top  executives  and,  as  i 
cently  announced,  has  hired  Marvin 
Rich  as  executive  vice-president,  fmaii 
and  administration:  Ronald  J.  Floto 
president.  Super  Kmart  Centers;  a 
Kenneth  W.  Watson  as  executive  vie 
president,  marketing  and  product  dev< 
opment.  These  talents  add  considerat 
to  the  strength  of  Kmart's  manageme 
team.  It  is  not  true  that  Kmart 
searching  for  a  new  ceo  to  repla 
Kmart  Chairman  Joseph  E.  Antonii 
Donald  S.  Perki 
Direct 
Kmart  Coi 
Troy.  Mic 

RAIDING  YOUR  RIVALS 
J I  ST  ISN'T  FAIR  PLAY 

Regarding  "Lock  the  doors,  it's  ED 
(Top  of  the  News.  Sept.  19).  maybe  I 
just  an  old-fashioned  guy.  but  I  was  di 
turbed  about  Electronic  Data  Systen 
approach  to  assembling  a  consultii 


uidance  Syste 
will  take  you 

into  the  future. 
And  makes 
getting  lost 


The  employee-owners  of  Avis  are  into  the  future  now. 

Looking  for  innovative  new  ways  to  make  renting  an  Avis  car 
safer,  faster  and  better.  Our  new  Satellite  Guidance5"  System 
is  being  road-tested  now  in  California  with  a  limited  number 
of  cars.  Soon  it  will  be  expanded  to  additional  locations.  The 
Satellite  Guidance  System  can  help  you  pinpoint  where 
you're  going,  and  how  to  get  there.  Moving  on-screen  maps, 
directions  and  even  a  voice  prompt  combine  to  show 
you  the  most  direct  route.  Avis  is  also  introducing  our  new 
Service.  This  groundbreaking  service  helps  speed  travelers  during  peak    jm  m  m  m  £9 
lours  at  major  airp<  >rt  locati<  >ns  for  a  small  service  charge.  So  they  can  catch  their 
)lanes  with  little  time,  and  no  worry.  Drive  your  rental  car  right  to  Avis,  and  an  m  a 
Wis  representative  will  get  in  and  deliver  you  to  the  airline  terminal.  In  the  next  few     \Ve  try 
nonths,  you'll  see  more  and  more  ways  the  employee-owners  of  Avis  are  looking  toward  Xtst^*' 
he  future,  making  it  a  great  experience  to  rent  from  Avis  today.  For  more  information  and 
eservations,  call  an  employee-owner  at  1-800-331-1212,  or  your  travel  consultant  today. 


Return  Valet" 


Avis  features  GM  cars. 

©  1994  Wizard  Co..  Inc. 


Introducing 

CONSERVATIVE 

equity  investments 
with 
roomfor 

GROWTH. 


Twentieth  Century 
Equity  Income 

and 

Twentieth  Century  \alue 

Twentieth  Century  has  offered  common  stock  investments 
for  more  than  35  years.  Now  we're  applying  our  equity  expertise 
to  conservative  stock  funds:  Twentieth  Century  Equity  Income 
and  Twentieth  Century  Value. 

Our  new  Equity  Income  fund  seeks  to  provide  you  with 
current  income  plus  long-term  growth  potential  by  investing  in 
a  portfolio  of  stable  companies  that  is  targeted  to  exceed  the  yield 
of  the  stocks  in  the  S&P  500  Index.  Twentieth  Century  Value 
seeks  growth  over  time  by  investing  in  the  stocks  of  companies 
that  our  fund  managers  conclude  are  fundamentally  sound  but 
temporarily  undervalued. 

Both  funds  offer  you  no-load  equity  investments  that  have 
the  potential  for  less  short-term  price  fluctuation  than  you  might 
expect  from  many  other  types  of  stock  funds.  Call  for  your  free 
information  kit  containing  a  prospectus  with  more  complete 
information,  including  charges,  expenses  and  min- 
imums.  Please  read  the  prospectus  carefully 
before  investing. 

Call  todav,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 

©  1994  Twentieth  Century  Services,  inc  r  t-,,  Irr      ,  -., 

bsw  Investments  I  hat  Work 

While  this  is  a  conservative  equity  fund,  it  is  an  equity  investment,  which,  by  nature  has  a  value 
that  will  fluctuate  and  your  investment  may  decrease  in  value.  As  with  all  of  your  investments, 
consider  your  objectives,  circumstances  and  risk  tolerance  before  you  invest. 


Conservative  equity  choices  from  Twentieth  Century. 


Readers  Report 


business.  I  believe  that  if  you  wan 
be  in  a  business,  you  build  it — or,  if 
are  in  a  hurry,  you  buy  it.  The  fact  t 
the  court  has  enjoined  eds  from  com 
uing  their  raid  on  Arthur  D.  Little  \j„ 
dates  our  position  that  their  tactics  w$ 
unlawful. Whatever  happened  to  eth1 
character,  and  integrity  in  busine 

Charles  R.  LaMai 
President  &  I 

Arthur  D.  Little 
Cambridge,  Mi 

"EPHEMERAL  VALUES"? 
SAYS  WHO? 


Your  article  on  Chase  ("A  chaste: 
Chase,"  Finance,  Sept.  26)  is  relev 
to  many  organizations.  That  is  w 
your  comment  about  "ephemeral  1 
ues"  is  so  troubling.  Values  guide 
havior.  If,  for  example,  an  emplo 
doesn't  believe  the  customer  cor 
first,  no  amount  of  selection,  trainij, 
or  memoranda  will  prove  very  efl$ 
tive  in  having  the  employee  behavta 
though  the  customer  comes  fir:. 

Robert  G.  Stem; 
Sunnyside,  Jv 

EQUIFAX  DOESN'T  SELL 
CUSTOMER  LISTS 


We  were  dismayed  that  "Datab,< 
marketing"  (Cover  Story,  Sept.  5)  \ 
misleading  in  its  mention  of  Equifax  i 
August,  1991,  Equifax  discontinued  sss 
of  direct-marketing  lists  derived  frn 
consumer  credit  files,  and  your  artie 
implies  that  Equifax  still  sells  those  lis 
for  general  marketing  purposes.  Equis 
now  only  sells  Federal  Trade  Comn> 
sion-approved  prescreening  services ! 
credit  offers  and  marketing  services : 
based  on  the  credit  file.  Our  reseaiii 
showed  consumers  were  in  favor  of 
ceiving  offers  of  preapproved  creel 
Kristen  A.  Petrcj 
Public  Relations  Assist! 

Equifax  II 
Atlaia 
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If  you  think  the  Germans  are  fussy 
about  their  cars, 
you  should  see  how  they  treat  their  planes. 


We  are  also  contracted  to  do  .ill  maintenance  and 
modifications  on  several  airlines,  many  ol  which  would 
probably  surprise  you. 

You  ma\  consider  it  strange  tli.it  an  airline  which  prides 
itsell  on  inflight  service  devote  an  advertisement  solely  to 
operat  ional  technicalities. 

But  look  at  it  tins  way.  If  you  know  you  re  in  sale  hands, 
aren't  you  going  to  enjoy  the  reasons  why  we've  keen  voted 
"Best  Carrier  to  Africa"  for  the  last  six  years,  even  more? 


In  the  automotive  industry,  the 
world  acknowledges  Germany's  technical  and  engineering 
prowess.  But  in  the  airline  industry,  Germany  acknowledges 
South  Africa's  prowess,  by  entrusting  the  maintenance  ol  then 
national  carrier  s  fleet  to  South  African  Airways  technicians. 
Trust  that  was  earned  the  hard  way. 

The  examinations  which  we  require  our  technicians  to  pass 
(75%  is  a  pass)  put  the  successful  examinees  among  an  elite  ol 
the  most  qualified  technicians  in  the  world. 

Qualifications  that  also  allow  us  to  maintain,  overhaul 
and  modify  the  fleets  of  every  carrier  using  equipment  Irom 
An  I  his  ]  ndusl  ries  or  Boeing  that  touches  down  in  South  Africa. 


SOUTH  AFRICAN  AIRWAYS 

AFRICA'S  WARMEST  WELCOME 


ion  Kl  SI-.IO  Mil  )NS  C  Ml.    I  ■silll.rL'L.'-'ii,; 


A  definition  of  flexible  computing: 

"An  open  systems  interconnect  environment  in  which  system 

and  network  configurations  can  be  modified  through 
the  use  of  modular  software  components  in  conjunction  with 

hardware  adapters  to  permit  addition  and  deletion 
of  connection  points  and/or  changes  in  protocols  supported. 

Furthermore,  a  flexible  computing  architecture  shall 
allow  for  expansion  or  contraction  of  processing  components, 
and/or  memory  to  allow  growth  of  centralized 
systems  or  servers  or  the  redeployment  of  systems  into 
distributed  elements."  ~  The  competition 


- 
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Common  sense  translation: 


"As  your  business  changes,  your  computer  system  should 
be  able  to  change  with  \\."~Data  General 


gineered  into  its  basic  design.  So  you  con  recover 
rom  any  computing  problem  quickly  and  expect 
formation  that's  not  only  accurate,  but  available, 
's  also  more  capable.  Data  General  has  set  the 
ark  for  others  to  follow  with  proven  AViiON  results 
I  handling  large  numbers  of  users,  large  numbers 


of  transactions,  and  managing  very  large  databases 
much  more  efficiently  than  the  competition. 

In  other  words,  you  get  higher  performance  at  a 
better  price.  And  that  mokes  sense.  Especially 

when  you  consider  that  computers  are  no  longer  just 
a  part  of  your  business.  They  are  your  business. 


See  what  common  sense  can  do  for  your  business. 
Just  call  1.800. DATA  GEN.  Or  simply  e.mail  us  ot 
commonsense@dg.com  for  a  free  copy  of  our  guide 
to  computing:  The  Common  Sense  Connection 

iw  Data  General 

Bringing  Common  Sense  to  Computing 
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Letter  From  Camembert 


U.  S.,  the  onslaught  of  processed  food] 
spawning  a  comeback  for  simple,  tra 
tional  products.  A  decade  ago,  just  3^1 
the  camembert  consumed  in  France  v 
made  from  raw  milk.  Today,  the  sharti 
farm-style  cheese  has  passed  10%  anc 
climbing. 

"Pasteurized  cheese  tastes  insipi 
says  Francois  Durand,  an  energetic  :| 
year-old  dairy  farmer.  His  40  cows  gnj 
beside  sheep,  geese,  and  chickens  i 
misty  hillsides  dotted  with  apple  trei 
Durand  began  producing  old-style  ca* 
embert  from  raw  milk  when  he  was : 
He  cites  local  pride  as  the  reasc 
"Someone  needed  to  keep  real  came 
bert  alive"  in  the  village  that  gave  t 
cheese  its  name,  he  says. 
PENICILLIN,  ANYONE?  Durand  is  a  whi- 
wind  worker  who  can't  stop  ministt- 
ing  to  his  racks  of  ripening  cheeses.  1 
rushes  around  his  fromagerie,  rolli 
cheeses  on  a  small  screen  to  pull  < 
loose  crumbs  and  shaking  salt  over  t 
day's  production.  Salt  not  only  ad 
taste  but  also  encourages  flavor-prodi 
ing  penicillin  to  grow  on  the  white  cru. 
Penicillin  mold  clings  to  his  walls  aj 
spreads  to  the  cheese  through  the  a* 
Big  producers  spray  penicillin  on  the 
cheese.  Allegedly,  a  daily  diet  of  th 
antibiotic-laden  cheese  keeps  Norm 
children  healthy. 

A  few  hundred  yards  down  the  ro 
lives  Normandy's  only  other  farmer  st 
producing  camembert  from  the  milk^ 
his  own  cows.  Michel  Delorme  is  a  gr 
zled,  suspicious  man  of  60  who  is  almc 
toothless.  He  began  making  chee 
about  the  same  time  as  Durand.  I 
claims  to  supply  top  Paris  restaura 
and  French  celebrities,  including  Fren 
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VIVE  LE  CAMEMBERT- 
MOLD  AND  ALL 


In  a  shed  behind  her  ancient  Xorman 
farmhouse,  Jacqueline  Bignon  dips  her 
plump  arms  elbow-deep  into  a  metal 
tub  full  of  warm,  raw  milk.  She  mixes 
in  a  thimbleful  of  liquid  enzyme — a  nat- 
ural curdling  agent — from  a  calf's  stom- 
ach and  soon  is  kneading  solid  curds. 
With  a  plastic  dishpan  she  skims  off  the 
watery  whey  and  pours  it  on  the  cement 
floor.  Then  she  ladles  the  curds  into  small 
containers  and  sets  them  to  age  in  a 
dank,  moldy  storeroom.  In  four  weeks, 
this  65-year-old  farmwife  will  head  off 
to  village  markets  with  some  of  the  most 
luscious  cheese  on  earth. 
national  pride.  Madame  Bignon's  fa- 
ther taught  her  to  make  cheese  50  years 
ago.  "Every  farm  used  to  make  it."  she 
.-ays.  Xo  more.  In  the  lush,  rolling  pas- 
tureland  around  the  Xorman  village  of 
Camembert — France's  most  famous 
cheese  region — most  farmers  now  sell 
their  milk  to  big  factories.  One  modern 
white  from agerie  that  sprawls  across  a 
hillside  could  as  easily  be  a  semiconduc- 
tor plant.  Inside,  employees  wear  hy- 
gienic white  coats  and  caps  and  use  im- 
maculate stainless-steel  equipment.  The 
plant  produces  80,000  cakes  of  camem- 
bert cheese  a  day.  Madame  Bignon 
makes  the  region's  other  two  varieties, 
pont  l'eveque  and  livarot,  turning  out  a 
mere  400  a  week. 


Xot  only  that,  these  days  the  round, 
gooey  camembert  that  is  France's  "na- 
tional" cheese  is  made  almost  entirely 
from  pasteurized  milk.  The  process  is 
cheaper,  but  the  taste  is  bland  com- 
pared with  the  earthy  tang  of  the  raw- 
milk  type.  France's  shift  to  pasteurized 
cheese  is  ironic,  because  French  gour- 
mets have  long  scoffed  at  hygiene-ob- 
sessed Americans.  U.  S.  law  bans 
imports  of  raw-milk  cheese  other  than 
hard,  dry  varieties  that  have  aged  for 
at  least  90  days.  That  rules  out  France's 
best  products. 

In  this  drizzly,  emerald-green  corner 
of  northern  France  a  handful  of  farmers 
and  cheesemakers  now  is  reviving  their 
region's  dying  art.  In  France  as  in  the 


EMmerican  industry  is  back,  fueling  not  only  our  recovery  but  helping 
pull  the  world  out  of  a  global  recession.  Companies  in  a  wide  range  of 
fields  have  made  the  hard  choices  and  investments  necessary  to  ensure 
years  of  competitiveness. 

The  CIT  Group  is  proud  to  have  been  part  of  the  process.  As 
America's  most  experienced  asset-based  lender,  our  programs  enable 
companies  to  tap  the  equity  of  their  assets  for  the  money  they  need  to 
grow.  We've  made  $5  billion  available  to  American  industry  in  1994- 
the  6th  consecutive  year  we've  increased  our  financial  commitment. 

For  more  information  on  how  The  CIT  Croup  can  help  you  grow, 


call  1-800-545-5440. 


AMERICA'S 


Most  Experienced 


Asset-  Based 


Lender 


Letter  From  Camembert 


WE'RE  NO.  1: 


President  Francois  Mitterrand — al- 
though other  cheesemakers  are  skepti- 
cal. Recently,  Delorme  had  a  setback: 
Agricultural  authorities  ordered  him  to 
shut  down  for  a  month  to  correct  poor 
sanitation.  Raw  milk  and  the  cows  that 
give  it  require  special  care  to  block  sal- 
monella and  other  nasty  bacteria. 

This  region's  return  to  its  roots  clear- 
ly carries  health  risks.  Some  large-scale 
makers  of  unpasteurized  cheese  here 
worry  that  small  farmers'  cheeses  will 
make  consumers  sick  and  tarnish  every- 
one's products.  A  cheesemakers'  asso- 
ciation that  bestows  a  quality  label  on 
camembert  hasn't  yet  given  it  to  either 
of  the  farm  producers.  "They'll  never 
get  it,"  claims  a  large  competitor. 
PAPA'S  RECIPE.  Three  years  ago,  Brus- 
sels regulators  considered  banning  all 
raw-milk  cheese  in  the  European  Un- 
ion. The  French  screamed  at  the  idea, 
promoted  by  northern  dairy  countries 
led  by  Denmark  and  the  Netherlands. 
Britain's  Prince  Charles  saved  the  day 
for  France.  During  a  visit  to  Paris,  he 
told  a  journalist  it  would  be  a  shame  to 
stop  eating  all  those  delectable  French 
cheeses.  The  threat  from  Brussels  quick- 
ly faded. 

Now,  Brussels  rules  are  actually 
pushing  some  Normandy  farmers  into 
homestyle  cheese  production.  To  cope 
with  a  European  milk  surplus,  a  quota 


system  set  up  in  1986  is  gradually  cut- 
ting output  at  dairies  around  Europe. 
Madame  Bignon  and  her  family  decid- 
ed in  1988  to  escape  a  cut  by  converting 
milk  into  cheese.  She  hadn't  made 
cheese  for  35  years  but  remembered 
her  father's  recipe.  Each  of  her  14- 
ounce  pont  l'eveque  cheeses  requires 
nearly  four  quarts  of  milk.  About 
10  farmers  now  make  mild  pont 
l'eveque  and  the  more  pungent  livarot, 
which  aren't  as  easily  mass-produced 
as  camembert. 

In  quantity,  Normandy's  farm  chees- 
es are  still  a  drop  in  the  milk  bucket. 
But  there's  a  renaissance,  too,  among 
midsize  factories  that  use  raw  milk  col- 
lected from  farmers  to  make  old-style 
cheese.  One  of  the  best  is 
the  family-owned  Domaine 
de  Saint  Loup,  which  has 
made  farm-style  camem- 
bert in  the  same  17th  cen- 
tury water  mill  for  100 
years.  Owner  Philippe 
Meslon  dreams  of  starting 
a  dairy  farm  and  making 
his  own  cheese.  But  at  54, 
"I  doubt  I  ever  will,"  he 
says. 

Meslon  is  doing  just 
fine,  however.  He's  selling 
all  the  raw-milk  camem- 
bert he  can  make — for  $4.3 


million  a  year.  In  contrast  to  most 
ducers,  who  hate  visitors,  Meslo 
building  facilities  so  tourists  can  w: 
the  cheese  being  made.  And  he's 
ting  calls  from  people  who  want  to 
his  business,  including  German  and 
panese  investors.  For  now,  it's  not 
sale.  "My  wife  was  born  in  the  rj 
above  the  office,"  Meslon  expla 
Other  cheesemakers  aren't  so  se 
mental.  A  big  family-owned  comp 
Besnier,  has  scoured  Normandy  in 
cent  years,  buying  up  almost  any 
ducer  who  will  sell.  It  has  become 
undisputed  king  of  camembert,  with 
nual  sales  of  84.4  billion.  It  even  h 
quired  cheese  factories  in  the 
HOT  with  JAM.  Unlike  such  cla 
French  products  as  champagne  and 
gnac,  camembert  lacks  a  protected  n 
and  can  be  made  by  anyone.  At  the  t 
ist  center  in  Camembert — a  drab, 
side  village  of  185  souls — a  display 
contains  "camembert"  boxes  from 
tralia,  Romania,  Japan,  and  a  dozen 
er  nations.  German  camembert  is  se 
hot  with  jam  on  top.  "Affreux!" — fri 
ful — shudders  Jean  Gaubert.  the  d 
farmer  who  is  mayor  of  Camemb 
In  a  health-conscious  age  that 
seen  France's  wine  consumption  fall 
over  the  past  10  years,  you'd  think 
eating  of  France's  rich  cheeses  wo 
likewise  be  in  decline.  Not  at  all.  E 
French  person  ate  50  pounds  of  che 
last  year,  up  from  44  pounds  in  198: 
topping  the  No.  2  Italians.  Americs 
ate  29  pounds  each,  perhaps  mostly 
McDonald's:  The  U.  S.  took  a  tiny  2% 
French  cheese  exports. 

Camembert's  cheesemakers  w 
Americans  could  taste  the  real  thing.  1 
locals  still  talk  of  an  American  busine 
man  who  made  a  pilgrimage  here  in  t 
1920s  to  thank  local  chee 
makers  for  curing  his  li 
long  stomach  probler  I 
Medicinal  value  aside,  t 
buttery  cheeses  of  N< 
mandy  are  one  of  life's  pi 
pleasures.  It's  good  ne 
for  food  lovers  that  chee: 
makers  such  as  Madat1 
Bignon  are  returning 
their  abandoned  tut 
STEWART T 
Toy,  BV  SIX  ESS  WE  Ei 
Paris  Bureau  Chief,  et 
his  camembert  without  t  ■' 
crust,  as  do  the  make 


: 


''Pasteurized  cheese  tastes  insipid.  Someone 
needed  to  keep  real  cheese  alive." 
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to  see  how  the  new  Canofile  510  electronic  filing  system 
up  to  ordinary  manual  filing.  But  how  well  does  it  stack 
her  electronic  systems?  So  beautifully,  we  hardly  know 
i  begin. 

t  is,  the  compact,  Canofile  510  is  the  fastest,  easiest 
nt  filing  system  of  its  kind.  With  just  the  stroke  of  a 
pen,  it  allows  you  to  scan— front  and 
back— a  quick  50  pages  per  minute.  All 
you  do  is  mark  the  appropriate  boxes 
on  our  easy-to-use  Canofile  Registration 
Sheet  then  sit  back  at  your  large,  tilt- 
screen  display  and  relax.  The  system 
automatically  does  the  rest, 
d  you  never  have  to  worry  about  how  much  you  file, 
ch  interchangeable  Canon  5.25"  Magneto  Optical  Disk''1' 
up  to  13,000  documents,::'::"  there's  virtually  no  limit  to 
iber  of  documents  this  system  can  store, 
course,  once  your  files  are  scanned  in,  the  Canofile  510 
u  every  file-management  advantage  you  can  think  of.  Our 


.kfile  502M  sold  separately 
ZCITT  #1  Chart. 

rive  500 IS.  CFView  and  CFIndex  are  trademarks  ot  Canon  Information 

ill  other  trademarks  are  of  their  respective  corporations.  ©  1994  Canon  U.S.A.,  Inc. 


n  Sheets  make  filing 
ore  efficient 


tile  or  retrieve  at  any  IBM  PC 
or  compatible 


Post  Indexing  feature  lets  you  file  documents  by  name,  number, 
date  or  any  combination.  It  allows  you  to 
retrieve  documents  in  an  instant,  view  them  in  full 
on  the  LCD  display,  even  copy  them  to  other 
disks.  Plus  when  the  Canofile  510  is  used  in 
I  tandem  with  the  Canon  Fileprint  300,  you 
can  make  eight  crisp,  clear  laser  printouts 
every  minute. 

The  Canofile  510  also  makes  sharing 
files  a  cinch  too.  Not  only  can  you 
index,  scan  and  view  documents  at 
the  system  itself,  but  at  any  office 
IBM  PC  or  compatible  using  optional 
CFView1"  and  CFIndex  software  (for 
Windows  i  and  an  external  Magneto 
Optical  Disk  Drive.  The  Canofile  510 
even  lets  you  retrieve  and  view  files  from  the  Canofile  250. 

Need  more  reasons  to  purchase  the  Canofile  510?  Call 
1-800-352-8333  ext.  280.  We've  got  tons  of  them. 


Choose  CFVieu'  and  (  Undcx 
software  for  Windows 


Canon 


Old  dogs,  new  tricks 


D 


ou  have  some  information  that's  just  lying  around  playing  dead? 
At  R.R.  Donnelley,  we've  learned  some  new  tricks  that  will  have  it  up  and 
performing  again  in  no  time. 

By  digitizing  and  manipulating  your  existing  information,  we  can 
output  it  in  all  sorts  of  new  forms.  CD-ROM.  Interactive  multimedia.  A  pop-up. 
Floppy  disk.  On-line.  Media  that  can  help  you  appeal  to  new  u>ers.  Open  new 
.  Qn    tic;     ncreast       ni     ation's  revei 
In  fact,  we're  turning  one  company's  information  into  unique,  new.  interactive 
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ng  new  revenue  streams. 


experiences.  A  golf  guide  with  video  previews  of  the  most  difficult  holes, 
history  of  rock  in  music,  text  and  motion.  Even  an  interactiv  e  dictionary. 

For  another  firm,  we  print  their  annual  catalog,  produce 
on-demand  updates  targeted  to  different  users'  interests  and  convert 
20,000  data  sheets  into  a  monthly  CD-ROM. 

There  are  lots  of  things  we  can  do  to  help  you  dev  elop  new 
rev  enue  sources.  Just  call  for  this  detailed  brochure 
in  print  or  CD-ROM  form.  1-800-438-0223. 


RR  Donnelley  &  Sons  Company 

Till   POWER  TO  TRANSFORM  INFORMATION  INTO  OPPORT1  Mills 
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Promotion  Association  vBIPAX  which  supports  the 
international  marketing  campaigns  of  Taiwan  companies. 

BIPA  is  one  solution  to  Taiwan's  traditional  brand 
problem  —  too  many  small  and  medium-size  companies 
that  lack  the  clout  of  giant  Japanese  rivals  and  other 
export-minded  foreign  companies.  Under  BIPA's  umbrella 
are  some  120  of  Taiwan's  best  brand-name  exporters. 
Backing  the  quality  revolution  is  the  China  External 
Trade  Development  Council  (,CETRA\  which  is  moni- 
toring the  country's  industrial  progress  —  and  trade 
growth  —  under  the  guidance  of  the  Ministry  of 
Economic  Affairs. 

FROM  Ql  ALITY  TO  Ql  AM  m 

"It's  Very  Well  Made  in  Taiwan "  aptly  describes  the 
renaissance  of  the  Republic  of  China's  meticulously  made 
products.  To  achieve  world-class  eminence,  as  Taiwanese 
manufacturers  see  it.  you  must  start  with  an  innovative 
design,  produce  to  the  most  professional  standards, 
package  with  finesse,  market  with  a  competitive  flair 
and  provide  service  with  the  customer's  finicky  needs 
clearly  in  mind. 

Trumpeting  the  new  look  of  Taiwanese  products  are 
the  1993  winners  ot  the  Gold  National  Award  ot  Excel- 
lence Acer.  Pro  Kennex.  Giant.  Proton.  San  Yang  —  their 
brand  names  are  propelling  the  republic  into  the  fore- 
front ot  talked-about  Asian  Tigers.  In  Taipei,  the  nation's 
capital  and  business  hub.  the  word  is  out  that  product 
quality  means  trade  growth.  Turn  out  a  product  with  high 
perceived  value,  and  world  markets  will  walk  to  your  door. 

The  boom  in  brand-name  products  with  recognition 
value  throughout  global  markets  is  very  much  a  home- 
grown phenomenon. 

"Few  countries  have  matched  the  explosive  economic 
development  that  the  Republic  of  China  has  enjoyed 
over  the  past  three  decades.''  says  P  K  Chiang. 
Taiwan's  Minister  ot  Economic  Affairs. 
'Since  1970.  our  average  annual  growth 
rate  has  exceeded  nine  percent  —  one 
of  the  fastest  m  the  world.  Today,  with 
a  per  capita  income  of  more  than 
S  10.000  and  some  S85  billion  in  for- 
eign exchange  reserves.  Taiwan  is 
ready  to  be  counted  among  the  ranks  of 
developed  nations." 


PEDALING  PROWESS  Monex  Mountain  Bike  by  Giant 

^  bike  looks  simple  —  just  a  seat,  a  frame, 
■r^h  handlebars,  pedals  and  two  wheels.  Not 
f^^l     much  more  to  it.  But  in  today's  demanding! 

market,  a  bicycle  is  a  piece  ot  high  technolo-f 
gy  requiring  an  ingenious  combination  of  elements, 
from  strong  but  lightweight  metal  to  intncately  arranged 
gears.  Add  to  that  the  incredible  increase  in  bike  lovers 
in  markets  that  were  once  just  so-so  —  the  massive 
American  market  —  and  you  have  a  challenge  for  any 
manufacturer,  particularly  one  that's  a  newcomer  in  a 
crowded  field. 

Dedicated  and  design-smart.  Giant  Worldwide  of 
Taiwan  is  a  Gold  Winner  for  its  Cadex  line  of  mountain  I  d 
bikes,  last  vear  and  —  again  —  this  vear.  The  award-win- 
ning  Monex.  with  a  carbon  rather  than  aluminum  frame 
and  24  speeds,  aw  es  both  aficionados  and  the  affluent 
—  as  much  for  its  good  looks  as  its  technical  advances. 

In  the  mid- 80s  the  Taiwanese  company  set  up  Giant 
Bicycle  Inc.  in  Rancho  Dominguez.  Calif.,  and  soon 
captivated  consumers  and  dealers  alike  with  its  down- 
to-earth  approach:  Sell  a  sophisticated  product  at  an 
attractive  price  and  build  a  strong  dealer  network. 

In  only  a  few  years  Giant's  sales  soared  from  S6.5 
million  per  year  to  10  times  that  amount  —  with  an 
accompanying  expansion  of  dealerships  from  500  to 
1.600.  Today  the  company's  products  are  No.  3  in  the 
U.S.  bike  market 

Giant's  bikes  have  set  a  fast  pace.  In  1991  the  company  M 
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nched  its  Cadex  line  of  high-tech  competition  bicy- 
.  constructed  with  carbon-fiber  frames.  At  about  the 
le  time  Giant  introduced  its  Ready-to-Ride  program 
i  dealers,  shipping  bikes  virtually  assembled  and 
iy  to  go  out  the  store  door.  The  company's  mix  ol 
ovation  and  value  led  Mountain  and  City  Biking  to 
the  Giant  ATX  770  mountain  bike  as  the  "1992 
z  of  the  Year."  And  Giants  Iguana  model  won  acco- 
is  from  consumer  advocates  as  a  "Best  Buy."  From 
/cles  to  exercisers  is  only  a  turn  ol  the  wheel  for 
nt  —  and  a  market  it  is  now  entering. 

i/VER  PACK  IGS  1000  Golf  Club  Series  by  Kunnan 

fe^fc     From  Japan  to  the  U.S.  to  Europe,  golf 
P^pB  may  well  be  the  fastest-growing  sport  in 
f^gj^   the  world  Millions  of  new  golf  buffs  join 

its  ranks  each  year,  entranced  by  the  beauty  of 
game  —  it's  mesmerizing  when  you  see  a  Greg 
:man  or  Nick  Price  or  Jack  Nicklaus  on  the  pro  cir- 
:  on  TV,  driving,  putting,  smiling  when  the  going's 
d.  The  boom  in  new  courses  has  also  given  the  game 
ienty  of  lift. 

But  nothing  has  done  more  to  put  power  into 
drivers  —  and  make  golf  more  playable  —  than 
Kunnan  Golf,  a  Taiwanese  company  that  has 
taken  golf  equipment  to  new  heights  of  sophisti- 
cation. Its  oversized  driver  is  the  first  club  of  its 
kind  in  the  world  —  one-piece  and  all-graphite 
(with  a  metal  face).  It's  as  accurate  as  it  is  powerful. 
No  wonder  that  the  design,  plus  the  follow-through 


in  producing  a  quality  product,  led  to  a  Gold  National 
Award  of  Excellence. 

The  IGS  (Integrated  Graphite  System)  1000  clubs, 
even  further  refined  as  the  2000  Series  for  the  1994 
market,  give  golfers  the  unparalleled  distance  of  graphite 
clubs  with  the  strong  feel  of  metal  woods.  Thanks  in 
part  to  a  graphic  shaft  that  weighs  an  impressive  37% 
less  than  an  ordinary  graphic  shaft,  Kunnan s  clubs  are 
the  lightest  you  can  buy.  You  can  see  why  they've 
already  shown  up  on  the  Senior  PGA  TOUR. 

Could  Kunnan  Lo,  son  of  a  Taiwanese  plastic-toy 
manufacturer,  have  ever  imagined  all  this  some  25  years 
ago  when  he  started  Kunnan  Enterprises  to  make  bad- 
minton racquets?  His  goal  ol  turning  out  quality  products 
paid  oft.  Within  three  years,  his  company  had  carved  out 
an  enviable  position  as  the  worlds  largest  manufacturer 
of  tennis  racquets  —  at  first,  under  a  major  brand  name, 
later  under  Kunnans  own  Pro  Kennex  label  (now  one 
ol  the  three  best-selling  brands  in  the  U.S.).  By  the  mid- 
1980s,  the  company  was  applying  its  talent  for  designing 
and  making  sports  equipment  to  the  highly  competitive 
golf  arena.  The  rest  is  Taiwanese  history.  For  Kunnan 
Lo,  the  drivers  success  is  par  for  his  corporate  course. 

PICTURE  PERFECT  Brilliance  Monitor  by  Philips 


Not  many  products  win  Japans  Deming 
Award,  named  after  the  American  industnal 
^     crusader  who  relentlessly  promoted  the 
importance  of  quality  control.  But  Philips 
Taiwan's  17-inch  Brilliance  1720  professional  monitor 
did  take  lop  honors  in  the  Deming  sweepstakes.  And  so 
it  wasn't  entirely  a  surprise  when  this  precision  monitor 
also  won  Taiwan's  Gold  National  Award  of  Excellence. 
The  accolade  hardly  raised  an  eyebrow  in  Silicon  Valley 
where  software  programmers  and  graphic  artists 
now  routinely  depend  on 
made-in-Taiwan,  high- 
resolution  monitors  in 
their  everyday  work. 

The  Brilliance  mom- 
tor  is  the  outcome  of 
an  ambitious  corpo- 
rate game  plan  that 
called  for  Taiwan 
Philips  to  prove  its 


"superiority""  over  competing  brands.  In  its  design  strata 
:  of  its 

absolutely  flicker-free,  easy  to  view  from  any  angle  despite 
its  large  size  and  pleasantly  stylish  with  ergonomic  curves. 
z  othc 

Sweden's  tough  environmental  emission  standards. 

- 

- 

It  combines  90s  ergonomics  with  state-of-the-art  digital 
technology  seldom  found  all  in  one  large -screen  monitor. 

jabil  1 1  . 
line  frequencies.  .And  its  anti-reflexive  Black  Matrix  screen 

.  ...       ast  — 

i 

Through  vertical  integrated  production  Philips  is 
ling  close  . 
monitor's  manufacture.  The  company  makes  even- 
critical  pan  except  the  CRT  —  and  even  that  will  soon 
.  i se  plar 

.  ■  -  .  .      "  . 

Philips  is  proving  to  be  as  bright  as  its  Brilliance  pictures. 

TOMORROW'S  TELEVISION  DT-3660  Wide-screen 
Digital  TV  by  Proton 


maien- 

:  is  state-of- 

the-art  TV  set  —  the  wide-screen,  digital 
^  —  - 

i  t  s  a  dazzk  .  . 

.  .  . .  -        ght         d  accordec  . 
\ 

You  l  home  witr 

....  .  ...    te  as 


anywhere.  But  look  at  what  else  it  does:  Proton's  pro- 
tege is  fully  digital  (great  for  line-by-line  definition), 
very  wide-screen  (with  four  sizes  —  wide,  wider,  letter 
box.  regular)  and'  amazingly  multimedia  (programmed 
to  handle  about  ever)'  known  signal  from  a  laser-disc 
player  to  a  camcorder  or  TV  game\ 

If  two-way  communications  really  comes  down  that 
highway  the  DT-3660  will  be  there,  ready  and  waiting 
with  many  electronic  skills  —  among  them.  HDTV 
i^High  Definition  TV)  and  optical-fiber  cable  jacks  that 
would  replace  the  PC  monitor  in  your  house.  Wrapped 
together  in  a  high-tech  consumer  package.  Protons 
product  is  well  along  the  road  toward  making  VCRs, 
faxes  and  phone  obsolete.  It's  made-to-order  for  cut- 
ting-edge consumers  who  enjoy  planning  their  house- 
hold communications  around  a  TV  monitor  that  lets 
you  receive  —  but  send  as  well. 

The  DT-3660  has  more  sophisticated  functions  than 
any  other  TV  ever  produced  —  some  practical,  others 
designed  for  leisure-time  breaks.  Catapulting  Proton  to 
the  pinnacle  of  acclaim  is  its  commitment  to  explonng 
future  technology  —  now.  .As  anxious  as  anyone  to  get 
on  with  electronic  exploration.  Proton  is  protean  in  the 
way  it  examines  the  diverse  ways  in  which  TV  technol- 
ogy can  develop.  Whatever  direction,  you  can  bet  that 
Protor     11  be 

STREAMLINED  SECURITY  Fingerprint  Verifier  FC100 
by  Startek 


You  step  up  to  an  ATM  machine,  prepared 

iepos  .  . 

the  screen  —  and  it  recognizes  you  by 



camera?  Not  at  all.  It's  the  workings  of  fingerprint  tech- 
nology developed  by  Stanek  of  Taiwan.  With  its  award- 
winning  Fingerprint  Verifier,  your  very  own  fingerprint 
becomes  the  open  sesame  to  .ATMs,  your  front  door,  your 
computer —  ar.d  more.  Its  a  high-tech  product  with  an 
. 

[host  -  the 

sci-fi.  But  Starteks  Fingerprint  Verifier  takes  off  from 

I  -     .  .     .        .  3th 

j  century  partly  with  Scotland  Yard  in  mind,  that  found 
I  that  fingerprints  are  unique  and  unchangeable  and 
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lend  themselves  to 
classification. 

Fast  forward  to 
the  1980s  when 
Startek,  a  HsinChu 
Science  Park  startup, 
drew  on  technology 
developed  by 
Professor  Wen  Hstng 
Hsu  of  Taiwan's 
National  Tsing  Hua 
versity  to  create  a  commercial  live-scan  system  for 
ignizing  a  persons  fingerprint.  It  would  have  many 
lications,  from  law  enforcement  and  immigration 
:ks  to  hotel-room  security  and  personal  banking. 
Vith  a  high-tech  (lair  that  is  commonplace  in 
ran  these  days,  the  company  came  up  with  a  fully 
)matic  identification  system  that  is  considered  the 
ist  and  most  accurate  in  the  burgeoning  fingerprint- 
ignition  business.  In  seconds  FingerCheck  reads 
r  fingerprint,  compares  it  with  the  one  in  a  comput- 
database  and  says,  in  effect,  "You're  you.  Or  you 
iT"  Among  the  system's  neat  features:  it  rejects 
nterfeit  fingerprints,  takes  only  two  to  three  seconds 
3ne-on-one  matching,  prints  out  a  replica  ol  your 
■scanned  fingerprint  and  works  well  with  small-size 
rt  cards  and  optical  cards. 

bu  can  see  why  Taiwan's  quality-product  judges  are 
wenng  Startek  with  praise  —  and  giving  it  a  Gold 
ional  Award  ol  Excellence. 

1  TOOL  Feeler  Vertical  Machining  Center  by  Fair  Friend 

Machine  tools  are  the  unglamorous. 
P^pM  behind-the-scenes  workhorses  that  cut, 
'^W^^  slice,  drill,  mill  and  shape  metal  and  plas- 
tic  at  various  stages  in  the  production  cycle, 
y're  vital  —  and  necessarily  versatile. 
;or  the  Fair  Friend  Group,  one  of  Taiwan's  largest 
glomerates,  vertical  machining  is  an  art  requiring  the 
Lost  precision.  The  company's  Feeler  FV-800A  can 
hat  with  uncanny  skill.  In  operation,  the  Vertical 
:hining  Center  keeps  the  work  piece  stationary  while 
tool  moves,  thus  ensuring  greater  accuracy,  long- 
ti  reliability  and  closer  quality  control.  The  machine 
such  flexibility  and  adaptability  that  it  can  satisfy 


the  needs  of  almost  any  end-user.  That's  crucial  because 
of  rapid  product  changes  in  today's  volatile  markets. 

Taiwan's  Gold  National  Award  of  Excellence,  now 
bestowed  on  the  Vertical  Machining  Center,  caps  a  cor- 
porate career  that  has  put  Fair  Friend  in  the  forefront  of 
the  machine-tool  industry  Even  dunng  the  recent  world- 
wide recession  in  machine  tools,  the  company  managed 
to  grow  about  eight  times  faster  than  the  industry  as  a 
whole.  With  the  Feeler's  innovative  design,  the  company 
is  competing  head-to-head  with  Japan's  Hitachi  Seiko, 
the  front-runner  in  vertical  machining.  (German)'  is 
second;  Taiwan,  third  with  Fair  Friend  dominant.) 

Who  are  Feeler's  mam  customers''  Some  are  in  its 
own  backyard.  The  company  sells  to  YuLung,  Taiwan's 
largest  automaker,  and  Taiwan  Aerospace,  which 
uses  Feeler-machined  parts  in  its  homegrown 
lighter  plane,  the  IDF  But  Feeler  is 
also  tapping  into  overseas  marl 
with  rapidly  growing  annual 
export  sales. 

As  a  leading 
Taiwan  con- 
glomerate. 
Fair  Friend 
has  more  than 
machine 
tools  in  its 
stable.  It 
makes  every- 
thing from  PC  mother- 
boards and  power 
tools  to  elevators  and 
parking  systems.  But  for  a  cameo  portrait  of  the  ROC's 
dramatic  conversion  from  a  low-end  producer  to  a 
high-tech  performer,  few  companies  can  equal  Feeler. 
Its  fast-selling  Machining  Center  is  indeed  "Very  Well 
Made  in  Taiwan." 

INGENIOUS  INTERFACE  Dual-Frequency  386/486 
Chipset  by  UMC 


Among  Taiwan's  strongest  manufacturing 
suits  are  computers  and  peripherals.  ROC 


plants  produce  some  80%  ol  the  world: 
rotherboards  and  mouses,  about  50%  of 
monitors,  keyboards  and  scanners,  more  than  30%  of 


notebook  computers  and  15%  of  finished  personal 
compuiers  worldwide.  II  Taiwan  suffered  from  a  severe 
brain  dram  to  the  U.S.  in  the  70s  and  80s,  it's  now 
seeing  just  die  reverse  —  with  many  engineers  taking 
good-paying  jobs  in  the  computer  industry  or  at  HsinChu 
Science  Park,  the  world's  largest  and  most  successful 

technology 
enclave  targeted 
at  export  markets. 

Front  and 
center  in  this 
can-do  computer 
arena  is  United 
Mil  r<  lelectronics 
—  with  us 
award-winning 
Dual-Frequency 
386/486  Chipset.  For  three  years  in  a  row,  Taiwan  col- 
lege graduates  have  rated  UMC  as  their  No.  1  choice  for 
employment.  Why?  Because  the  company  has  proven 
to  be  both  solid  and  street-smart,  cleverl)  anticipating 
that  Taiwan  would  become  the  center  ol  the  worlds 
motherboard  production. 

With  us  breakthrough  dual-frequency  design  and 
VLSI  (Very  Large  Scale  Integration)  technology,  which 
aids  miniaturization,  UMC  has  been  able  to  mass- 
produce  a  chipset  that's  both  high-quality  and  low-cost. 
The  chipset  serves  as  a  critical  component  that  controls 
the  traffic  between  various  interlaces  such  the  RAM 
(Random  Access  Memory)  and  a  computers  CPU 
(Central  Processing  Unity), 
yet  constitutes  only  one-fifth 
ol  a  motherboards  cost. 

As  quality-oriented  as  it 
is  cost-conscious,  UMC  has 
snared  a  20%  share  ol  the 
w  orld  market  lor  chipsets. 
Now  it  wants  to  become  a 
one-stop  shop  lor  an  entire 
range  ol  chips  and  chip-based 
computer  products,  including 
CP1  -  Like  a  Taipei  typhoon, 
it  s  b<  reling  ahead  w  ith 
ever)  prospect  ol  meeting  its 
product  goals. 


RETRO  RACER  Classic  7  City  Bike  by  Merida 


It  looks  like  something  from  the  50s.  But 
thanks  to  virtuoso  engineering,  it  rides 
like  the  90s. 
This  is  the  Classic  7,  made  by  Taiwan's 
Merida  and  honored  as  a  winner  of  the  Gold  National 
Award  of  Excellence  —  a  traditional  bike  that  should 
weigh  a  lot  but,  in  fact,  is  almost  as  light  as  a  feather. 
Its  even  painted  in  light  colors  such  as  white  and  yellov 
to  help  give  that  feeling  of  weightlessness.  Yet  thanks  t< 
the  novel  use  ol  aluminum,  it  can  glide  over  any  city 
terrain  like  a  surfer  through  water. 

Mountain  bike?  The  name  comes  from  the  breed's 
versatility  and  toughness  in  negotiating  slopes  and 
ravines  and  back  roads.  With  Classic  7s  graceful  curves 
toned-down  colors  and  and  energy-saving  design  this 
bike  uses  mountain  bike  technology  tailored  to  lit  city 
streets  while  retaining  its  outdoor  power  It  may  look 
like  a  throw  back  to  another  era,  but  it  has  all  of  the 
technological  pizzazz  of  state-of-the-art  mountain  bike; 

Merida  is  a  rising  star  —  now  second-ranking  as  a 
Taiwan  bicycle  brand.  Its  mountain  bikes  are  a  big  hit 
in  Europe.  And  us  Classic  7  is  a  success  story  in  Japan 
where  bicyclists  want  a  traditional  bike  that's  an  easy 
ride.  Will  Americas  city  dwellers,  especially  young 
women  and  the  older  crowd,  find  comfort  in  Menda's 
Classic  71  You'll  soon  see. 

The  text  was  written  by  Paul  Burnham  Finney,  a  New  York-bast 
business  journalist  whohas  seen  Taiwan  industry  in  action. 


You're  moving  a  $2  billion  portfolio  through  11  markets  in  11  days.  And 
you  have  zero  room  for  error. 

You've  had  a  lot  ol  experience  in  managing  global  portfolios,  but  when  your  company  merged 
w  ith  two  others,  they  handed  you  a  $2  billion  headache. 

Twenty-three  portfolios,  three  strategies  and  less  than  two  weeks  to  rationalize  and  reinvest  them. 
Not  a  task  for  an  ordinary  trading  firm. 

That's  why  you  began  by  holding  a  competition  lor  the  assignment.  And  hired  the  firm  that  did 
the  most  unexpected  thing. 

Instead  oi  coming  to  you  with  a  marketing  presentation  and  a  troop  ol  people,  they  brought  you  a 
solution  A  computer-designed  model  outlining  a  plan  for  the  entire  deal. 

Trades  broken  down  into  manageable  pieces  that  would  float  through  the  markets  unnoticed. 
Hedges  in  place  at  every  turn.  Every  transaction  accounted  tor.  With  no  cash  balances  at  the  end  of  each  day. 

And  a  complete  pricing  breakdown  —  for  you  to  sign  off  on  and  for  them  to  live  up  to. 

You  know  they'll  come  through 


MORGAN  STANLEY 
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INT  FOR  A  NEW  JAPAN 
I  linking  of  a  Nation 

Ozawa 
;  a^208pp«$25 


[E  JAPAN  THAT 
(OULDN'T  SAY  NO 


[  Then  Japanese  power  broker 
Ichiro  Ozawa  published  this 
fluid,  accessible  polemic  in  his 
i  untry  last  year,  it  soared  to  the 

he  best-seller  lists.  Reportedly, 
(  — eager  to  discover  what  Japan's 
i  lfluential  and  dynamic  politician 

ling  his  citizens — had  it  private- 

\ated  into  English.  Now  the  book 
-  lable  in  an  official — and  deft — 
I  tion.  Blueprint  for 
Japan:  The  Re- 

ig  of  a  Nation  of- 

n-Japanese  an  un- 

up-close  look  at 
i  bout  Japan's  future 

e  rocking  the  coun- 

i  might  well  alter 

ure  policies  and 
;  or. 

i  wa's  overarching 
is  that  Japan  must 
ond  creating  and 

'  buting  domestic 
and  become  what 
rid  community  rec- 
3  as  a  "normal  na- 
)nly  then  can  it  become  a  "glo- 
ite,"  do  its  part  to  maintain 
/ide  stability  and  freedom,  and 
eserve  its  own  prosperity.  Specif- 
)zawa  calls  for  Japan  to  open  its 
ts  aggressively,  become  more 

i  larent"  in  the  conduct  of  govern- 
nd  business,  deregulate  its  econ- 
icome  more  decisive,  participate 
ctively  in  U.  N.  peacekeeping  ef- 
>ecome  a  regional  leader  in  Asia, 
e  foreign  aid  as  a  more  potent 
atic  weapon. 

;  reason  the  book  has  stirred  fur- 
hat  many  Japanese  think  that 
)zawa  has  in  mind — though  he 
say  so  explicitly — is  a  stronger, 
ranging  military.  This  is  highly 
versial  in  a  nation  whose  people 
support  the  "peace  constitution" 
d  on  it  by  the  U.  S.  after  World 


"Far -reaching ....  This  ts  a  book  that  will  stir  much  debate.' 

—Henry  A.  Kissinger 
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The  Rethinking  of  a  Nation 

Ichiro  Ozawa 

iwoiueiion  by  Senator  Jay  Rockefeller 

War  II.  The  constitution,  which  under- 
lies Japan's  restricted  role  in  U.  N. 
peacekeeping  operations,  also  precluded 
Japan  from  sending  meaningful  military 
support  to  the  Western  allies  in  the  Per- 
sian Gulf  War.  Many  Japanese  strongly 
disagree  with  Ozawa's  scathing  criti- 
cism of  how  reluctant  Japan  was  to  pro- 
vide even  financial  aid  to  the  allies,  as 
well  as  with  some  of  his  ideas  for  tax 
reform,  including  a  higher 
consumption  tax. 

Blueprint  is  of  enor- 
mous interest  at  home 
and  abroad  because  Oza- 
wa— arguably  the  boldest, 
most  provocative  and  vi- 
sionary Japanese  political 
leader  of  the  past  two 
decades — could  well  end 
up  running  the  country.  In 
1993,  after  years  of  help- 
ing to  lead  the  long-ruling 
Liberal  Democratic  Par- 
ty, he  walked  out,  taking 
many  followers  with  him. 
His  departure  sparked 
other  defections  and  the  creation  of  sev- 
eral new  parties  that  ultimately  coa- 
lesced to  bring  the  ldp  down.  As  co- 
leader  of  the  largest  breakaway  party, 
Ozawa — the  savviest  of  the  renegades — 
orchestrated  the  formation  of  a  coali- 
tion to  select  Morihiro  Hosokawa  as  the 
first  non-LDP  Prime  Minister  in  38  years. 
He  effectively  ran  Hosokawa's  one-year 
government  in  a  "Shadow  Shogun"  role. 

Ozawa  suffered  a  major  setback  last 
June,  when  the  ldp  surprisingly  joined 
with  the  Japan  Socialist  Party  to  wrest 
control  from  his  coalition.  And  his  tough 
backroom  maneuvering  has  made  him 
many  enemies.  Still,  he  remains  highly 
influential  and  is  busy  trying  to  form  a 
grand  new  party. 

Should  Ozawa  get  a  chance  to  run  Ja- 
pan according  to  the  precepts  put  forth 
in  his  book,  the  Japanese — and  the  na- 


tions that  deal  with  Japan — will  be  in 
for  startling  changes.  Cartels,  price  fix- 
ing, bureaucratic  administrative  guid- 
ance, collusive  bidding  on  construction 
projects,  and  opaque  governmental  de- 
cision-making would  disappear. 

Among  Ozawa's  themes  is  the  need 
for  Japanese  to  assume  more  respon- 
sibility for  their  own  well-being.  In  Ja- 
pan, one  of  the  book's  most  talked-about 
passages  is  Ozawa's  account  of  a  visit 
to  America's  Grand  Canyon.  He  was 
amazed  to  find  no  fences,  attendants,  or 
signs  warning  tourists  away  from  the 
canyon's  edge.  "I  tried  to  imagine  the 
scenario  in  Japan  if  an  accident  oc- 
curred," he  writes.  "The  press  would 
criticize  the  park  management  in  the 
harshest  terms.  The  newspapers  and 
television  would  demand  to  know  how 
the  authorities  could  have  been  so  neg- 
ligent. . . .  Japanese  people  take  it  for 
granted  that  we  are  always  under  gov- 
ernment protection." 

On  the  political  front,  Ozawa  pre- 
scribes a  revamping  of  Japan's  system  to 
clarify  accountability  and  strengthen 
decision-making.  Already,  his  advocacy 
of  these  ideas  is  sparking  a  massive 
electoral  redisricting  that  could  propel 
dramatic  political  realignment  and  more 
responsible  government. 

Perhaps  most  important,  Ozawa  calls 
for  a  complete  rethinking  of  political  de- 
cision-making. Japan's  leaders,  he  says, 
are  unable  to  reach  decisions  or  take  re- 
sponsibility for  them.  In  part,  he  blames 
the  diffusion  of  power  among  political 
and  bureaucratic  institutions.  "Japanese 
are  generally  fearful  of  the  concentra- 
tion of  power,"  he  writes.  "We  prefer  to 
stumble  along,  leaning  on  each  other  in 
what  could  be  termed  the  politics  of  col- 
lective irresponsibility  It  is  now  im- 
perative that  Japan  build  a  system  in 
which  those  who  have  been  democrati- 
cally delegated  authority  take  respon- 
sibility for  decision-making."  Specifical- 
ly, Ozawa  calls  for  a  clearer  concen- 
tration of  power  and  leadership  in  the 
Prime  Minister's  office. 

Ironically,  this  attack  on  Japanese  de- 
cision-making echoes  "revisionist"  cri- 
tiques of  the  country  by  such  Western 
analysts  as  Karel  van  Wolferen,  which 
have  focused  on  the  lack  of  a  center  of 
political  accountability.  Japanese  appa- 
ratchiks have  spent  the  past  few  years 
furiously  debunking  the  revisionist  line. 
Now  this  consummate  insider  has  en- 


OZAWA  CALLS  FOR  TRULY  FREE  MARKETS  AND 
A  GOVERNMENT  THAT  OPERATES  IN  THE  OPEN 
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386-based  PCs 


486-based  PCs 


Let's  say  compu 


Some  computers  have 
nine  lives  left.  Others  don't. 
That's  why  if  you're  buying 
a  PC  today,  you  should  only 
be  considering  Pentium™ 
processor-based  PCs. 


The  reason  is  simple.  A  more  powe 
PC  lasts  longer,  since  it  will  still  have 
plenty  of  horsepower  when  tomorrow's 
applications  come  along.  And  most  ne> 
Pentium  processor-based  systems  also 
include  the  latest  PC  technology —  lik< 
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Pentium™  processor- based  PCs 


have  nine  lives. 


local  bus  for  high-speed  graphics  and 
and  Play  technology  for  easy  expansion 
e  years  to  come. 

'hat,  plus  the  fact  that  these  PCs  are  now 
fordable,  makes  this  a  great  time  to  buy  a 
ium  processor-based  PC.  Especially  when 


youll  be  getting  a  system  that  performs  so  well. 
Today.  And  several  lives  from  now.  For  more 
information  call  1-800-626-6788,  Ext.  213. 


ARE  YOU  READY 
FOR  THE  INFORMATION 
SUPERHIGHWAY? 


If  you  want  a  trainer  with  experience  in  your  corner,  look  to  Bellcore's 
Training  and  Education  Center  (Bellcore  TEC). 

For  over  25  years,  Bellcore  TEC  has  provided  job-relevant  training 
and  education  to  telecommunications  industry  professionals.  Our 
record  includes  over  400  courses  for  entry  through  executive  level 
managers  on  such  topics  as:  Advanced  Intelligent  Network  (AIN); 
Wireless  Communications;  Broadband  Services;  ISDN; 
SONET;  ATM;  and  Telecom  Business  Decisions.  Bellcore 
TEC  houses  the  nation's  largest,  multivendor 
telecommunications  lab  where  you  can  spar  with 
problem  scenarios  that  deliver  knock-out  blows  to 
your  network. 

Put  on  your  gloves  and  start  your  conditioning 
training  now.  Look  into  Bellcore  TEC's  Professional 
Education  Certificate  Programs,  computer-based 

training  packages,  videos,  distance  learning  J9g//GO/*G 
broadcasts,  seminars,  and  instructor- led  „ 

(g)  Bell  Communications  Research 

workshops. 

For  a  free  copy  of  Bellcore  TEC's  course  catalog: 
Call:  1-800-52 1-CORE  (2673)  or  908-699-5800    Fax:  908-336-2559 
Online  catalog  available  through  Mosaic  server  address:  www.bellcore.com 


Copyright®  1994.  Bellcore  All  Ri$hh  Reserved. 


Best  Of  Luck  In  Our  European  Vacation  Sweepstakes. 


Your  best  bet  has  always  been  a  Best 
Western,  so  play  the  odds 
and  try  your  luck  in  the 
Best  Western/ American 
Express"  Card  Sweepstakes. 
All  you  have  to  do  is  stay  at  any  one 
of  the  1,900  Best  Westerns  across  the 
U.S.  and  Canada  and  pay  with  the 
American  Express  Card. 

You  will  be 
entered  into 
a  drawing 

to  win  a  one  week  trip  to  Europe. 
We'll  provide  accommodations  at 
any  Best  Western  in  Europe,  round- 
trip  airfare,  rental  car  and  $1000 
spending  money.  Now, 
the  more  times  you 
stay  and  pay  with  the 
American  Express  Card 
through  December  31,  1994, 
the  more  chances  you  have  to  win. 
Call  your  travel  agent  or 
1-800-528-1234  for  reservations.  Your 
best  bet  is  a  Best  Western.  And 
remember  the  American  Express  Card- 
Don 't  leave  home  without  it." 


NE  GRAND  PRlZK  European  Vacation  6  nights  lodging  at  any  Best  Western  in  Europe  of  your  choice  Airfare  for  two,  7-day  rental  car,  $1000  spending  money. 

WO  FIRST  PRIZES  North  American  Vacation  6  nights  lodging  at  any  Best  Western  in  No  America  of  your  choice  Airfare  for  two.  7-day  rental  car,  $500  spending  money. 

00  SECONn  PRIZES  $50  Prepaid  Long  Distance  AT&T  Card,  Warner  Bros  the  specialist  (opening  October  7)  movie  poster  and  CD 

Jo  purchase  or  charge  necessary  to  enter  or  claim  prize.  Open  to  legal  residents  of  the  United  States,  18  years  or  older,  and  who  are 
American  Express'  Cardmembers  as  of  9/1/94  Employees  of  Best  Western  Properties.  American  Express  Travel  Related  Services  Company, 
nc,  its  parent,  their  subsidiaries,  agencies,  affiliates  and  members  of  their  families  living  in  same  household  are  not  eligible  Void  where 
irohibited.  You  are  automatically  entered  in  the  sweepstakes  each  time  a  charge  is  recorded  on  your  American  Express  account  for  a  stay 
.t  a  Best  Western  hotel,  motor  inn  or  resort  m  the  United  States  or  Canada  from  9/12/94  through  12/31/94.  Charges  received  or  recorded  by 
Unerican  Express  after  1/31/95  will  not  be  mcluded  in  the  drawing  You  also  may  enter  by  printing  your  name,  complete  address,  telephone 
lumber  and  American  Express  account  number  on  a  3"  x  5"  paper  and  mailing  it  m  an  envelope  to:  Best  Western  United  States  Sweepstakes. 
•MI  Station.  PO  Box  3579,  Southbury,  CT  06488-3579  Entry  must  be  postmarked  by  12/31/94  and  received  by  1/31/95  Only  one  entry  per 
tamped  envelope  No  mechanical  reproductions  permitted  Not  responsible  for  delays  in  mailing  or  submissions  of  American  Express 
charges  Odds  of  winning  will  be  determined  by  the  number  of  charges  recorded  and  entries  received  Grand  Prize  valued  at  $4,210,  First 
*rizes  valued  at  $1 ,880,  Second  Prizes  valued  at  $75.  All  entrants  agree  to  be  bound  by  the  official  rules  which  may  be  obtained  by  sending 

1  self-addressed,  stamped  envelope  to  be  received  by  12/15/94  to:  Best  Western  United  States  Rules,  PMI  Station,  PO  Box  750.  Southbury, 
TT  06488-0750.  Best  Western  International,  6201  North  24th  Parkway,  Phoenix,  AZ  85016-2023  ©1994  Warner  Bros  All  Rights  Reserved 
M994  Best  Western  International,  Inc  Best  Western  hotels  are  independently  owned  and  operated. 


Helping  you  along  the  way." 


TONY  BENNETT/at  work 


The  set  list. 
It's  all  about  finding  the  right  tempos, 

the  right  nuances.  Sound  easy? 
It  took  me  ten  years  to  write  this  list." 


The  flowers  are  a 
reminder  of  the  great 
Duke  Ellington 
who  would  send  a  dozen 
roses  whenever  he'd 
written  a  new  song. 


The  dressing  room  at 
Radio  City  Music  Holl 
is  a  place  Tony  is  intimately 

familiar  with. 
No  wonder,  since  he  lives 
only  a  block  away 


Tony  Bennett  s  art  isn't  limited  to  singing, 
as  these  sketches  show.  His  favorite 

subjects  are  other  performers. 
"I  always  paint  from  life  and  98% 
of  the  time  I'm  around  musicians." 


Mr  Bennett  has  graciously  donated  his  appearance  lee  to  the  Juvenile  Diabetes  Foundation. 


CTl, 

i-    -  - 

The  New 
HP  ScanJet  Scamm 

Just  click.  That  s  all.  If  you  can  i 
HP  ScanJet  scanners  will  do  the 
Photos,  illustrations,  text,  napk 
scrawls:  all  easily  incorporated  i 
your  document.  The  new  HP  Scai 
is  a  grayscale  scanner,  offering  12 
enhanced  resolution  (300-dpi  op 
and  new  software  t  hat  makes  evei 
automatic.  The  HP  ScanJet  Ilex  I 
24 -bit  color  at  1600-dpi  enhance* 
lution  (400-dpi  optical)  and  now  ir 
Calera  WordScan  OCR  software, 
cam'  HP  reliability  and  support. ' 
carries  an  unreasonable  price, 
more  information  or  for  the  nam* 
your  local  dealer,  call  1-800-SCAJ 
Ext.  8825. 


Black  &  White  -5599 


Color- $1,179 

The  easiest  thing 
you'll  do  all  day. 


That  HEWLETT 

mL'fiM  PACKARD 


■Seated US  hslprw.  0I9M  Heokn-hdonl  Company  PEI2421 


chnology  &  You 


ED  BY  STEPHEN  H.  WILDSTROM 

aOW-AND-TELL 
1AT  S  EASY  AS  PIE 


you're  like  me,  getting 

a  in  front  of  an  audience 
not  the  favorite  part  of 

day.  Technology  can't 
the  butterflies  out  of 
stomach,  but  it  can 

!  your  presentations  a 

ore  effective. 

■  artistic  abilities  are  nil. 

vith  the  hardware  and 

svare  readily  | 

ible  today,  even 

turn  out  visual 

that  add  punch 

pitch,  whether 

liking  to  an  au- 

:um  full  of  asso- 

s  or  meeting  a 

customer  one- 

ie. 

ere  are  two  ba- 
ethods  for  com- 
•-assisted  pres- 
tions.  The 
ler  approach  is 
e  your  printer 
oduce  transpa- 
es  that  can  be 
iayed  with  an 
lead  projector, 
se  a  computer 
ay  device,  and 
can  put  on  a 
show  with  animation 
ound. 

D'S  PLAY.  Whichever 
you  go,  your  first  prob- 
s  designing  the  visual 
es.  Many  software  tools  j 
elp.  Presentation  graph- 
•ograms,  such  as  Micro- 
Horp.'s  PowerPoint  (for 
ows  and  the  Macintosh) 
aris  Impact  (Mac  only), 
reduce  slides  that  incor-  ' 
;e  text,  graphics,  and  all 
ier  of  fancy  color  effects. 
;ffective  use  of  these  re-  J 
:s  a  fair  investment  of 
in  learning.  If  you  use 
il  aids  only  on  occasion, 
nay  not  find  the  effort 
hwhile. 


Your  word-processing  pro- 
gram can  be  an  effective 
presentation  tool — one  you 
already  know  how  to  use.  Mi- 
crosoft Word  or  WordPerfect 
won't  give  you  special  ef- 
fects, such  as  color  blends  or 
gradients,  but  they  will  pro- 
duce clean,  readable  slides 
and  can  incorporate  graphics 


and  clip  art.  Provided  you 
only  want  to  do  overhead 
slides,  word-processing  soft- 
ware may  be  all  you  need. 

All  laser  and  most  inkjet 
printers  can  produce  trans- 
parencies if  you  use  film  (50c 
to  $1  a  sheet)  in  place  of  pa- 
per. Of  course,  most  printers 
give  you  boring  black  and 
white.  But  color  printers  are 
making  their  way  into  many 
offices  (bw — Sept.  26).  And 
many  business  service  cen- 
ters, such  as  Kinko's,  will 
rent  you  time  on  their  com- 
puter and  printer  to  produce 
color  transparencies  at  a  cost 
of  S3  or  so  a  sheet. 

A  show  displayed  directly 


from  your  computer  requires 
heavier-duty  software  and 
hardware.  A  presentation 
graphics  program  is  general- 
ly needed  to  put  your  images 
in  order  and  display  them.  If 
your  needs  are  very  simple, 
Broderbund  Software  Inc.'s 
$39  KidPix  may  do  the  job. 
Although  it  is  designed  as  an 
educational  and  entertain- 
ment program  for  children, 
it's  quite  capable  of  turning 
out  a  business  presentation. 
MOUSE  POWER.  Then  there's 
the  matter  of  displaying  the 
pictures.  A  small  audiem 
can  crowd  around  a  lapti 
but  bigger  groups  requ: 
big  screens.  Here  you're 
generally  at  the  mercy  of 
the  audiovisual  fa- 
cilities available.  You 
can  use  a  portable 
projection  panel  that 
works  with  an  over- 
head projector.  But 
these  devices,  which 
look  something  like  a 
laptop  screen  with- 
out the  computer, 
are  both  tricky  to 
use  and  expensive, 
with  prices  ranging 
from  SI, 500  for  a 
monochrome  unit  to 
$5,000  and  up  for  ac- 
tive-matrix color. 

Fortunately,  most 
conference  facilities 
can  provide  either  a 
large-screen  data 
monitor  or  a  video 
projector  into  which 
you  can  plug  a  computer,  in- 
cluding a  laptop,  with  an  ex- 
ternal VGA  video  connector. 
You  also  will  want  a  remote- 
control  device  that  functions 
as  a  long-range  mouse  so  you 
can  control  your  show  while 
pointing  out  features  on  the 
screen. 

One  final  bit  of  advice: 
Think  big.  Many  a  time  I 
have  sat  in  the  back  of  a  ball- 
room squinting  at  the  too- 
small  text  on  a  distant 
screen.  Your  graphics  may  be 
terrific  and  your  colors  may 
be  dazzling,  but  you  won't 
impress  the  audience  unless 
they  can  read  what  you're 
saying.  S.W. 


BULLETIN  BOARD 


SCREEN  PHONE 
TOUCH-TONE  INFORMATION 

Want  to  hook  into  the  Informa- 
tion Age  but  hate  the  thought 
of  a  computer  on  your  desk?  A 
screen  phone  can  give  you  ac- 
cess to  many  of  the  same  on- 
line information  services  as  a 
pc  but  is  only  slightly  bigger 
than  a  business  telephone. 


The  SmartPhone  from 
SmartPhone  Communications 
(203  353-5950)  can  provide 
you  with  financial-market  in- 
formation from  Standard  & 
Poor's  ComStock,  news  from 
Dow  Jones,  credit  data  from 
Dun  &  Bradstreet-or  a  bou- 
quet from  pc  Flowers.  The  de- 
vice uses  a  postcard-size  liq- 
uid-crystal display  screen.  You 
enter  commands  through  an 
expanded  telephone  keypad  or 
make  selections  from  on- 
screen menus. 

The  SmartPhone  sells  for 
$199  plus  $29  to  $49  per 
month,  depending  on  the  ser- 
vices chosen. 

OPERATING  SYSTEM 
HOSTAGE  SOFTWARE? 

Computer  shoot-'em-up 
games  are  a  big  reason  why 
you  won't  see  the  new  Win- 
dows 95  operating  system  un- 
til next  spring.  Microsoft  has 
promised  that  the  new  soft- 
ware will  run  programs  that 
worked  either  with  Windows  or 
ms-dos.  So  far,  DOS-based 
games  are  proving  to  be  the 
toughest  challenge.  A  soon-to- 
ship  test  version,  known  inter- 
nally as  M7,  is  expected  to 
solve  many  of  the  system's 
compatibility  woes. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 


FORT  IS  IS  HERE  TO  PROTECT 


In  a  rapidly  changing  world,  you  and  the  people  you  love  need  solid  financial  answers. 
That's  the  strength  of  Fortis  —  a  worldwide  financial  services  organization  $100  billion 
strong.  Built  on  a  foundation  of  solid  answers  for  over  165  years,  Fortis  stands  for  powerful 
choices  when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance 


Fortis  Financial  Group  ^^  ^^!t^ 

ritk,  of^to^rJAln™*^^  S.-pU  M.N  W164  1-800-800-2638.  Other  insurance^n.rac*  ^  Issued  hvFo^  Benefit  Insurance  Comply,  St  P^M-M 


?ERYONE  IN  YOUR  CASTLE. 


at  can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the 
nployer.  Mutual  funds  carefully  managed  to  help  meet  your  investment  objectives.  And 
inuities  to  help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle, 
vm  Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 


(forth 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD1 


For  more  information,  call  your  independent  agent, 
broker  or  financial  consultant,  or  call 1-800-377-7282 . 
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Economic  Viewpoint 


BY  RUDI DORNBUSCH 


WHAT'S  MISSING  AT  THE  LATIN  SUMMIT 
FREE  TRADE  AND  A  FREE  CUBA 


LET'S  HOPE 

hemispheric 
leaders  have 
the  gumption 
to  hijack  the 
summit 
agenda  and 
take  a 
loud  and 
angry  stand 


Rudi  Dornbusch  is  profess'  ■ 

of  economics  and  manage  ant  at 

Massachusetts  Institute  of  :hnology 


Nothing  much  ever  happens  at  summits, 
which  promises  to  be  all  too  true  of  the 
Summit  of  the  Americas  to  be  held  in 
Miami  on  Dec.  9-11.  What  can  be  expected  of 
a  meeting  at  which  tiny  countries  get  togeth- 
er with  the  U.  S.,  Canada,  Brazil,  and  Mexico? 
It's  as  if  the  thinking  is  that  everybody  de- 
serves a  summit — a  job  summit  even  at  full 
employment,  an  Asian  summit  so  Asia  doesn't 
feel  left  out,  a  G7  summit  to  make  sure  the 
bonding  goes  on.  And  now,  of  all  things,  a 
hemispheric  summit. 

The  official  agenda  lists  three  broad  themes: 
making  democracy  work,  making  democracy 
prosperous,  and  making  democracy  endure  in 
the  hemisphere.  Disappointingly,  the  proposed 
initiatives  amount  to  little  more  than  a  catalog 
of  social  progress  long  on  dreams  and  short 
on  realism.  Here  are  some  topics:  "No  to  cor- 
ruption, battle  plan  against  the  drug  cartels, 
making  civil  society  work,  universal  access  to 
education,  microenterprise  finance,  equitable 
access  to  basic  health,  upward  harmonization 
of  environmental  standards,  partnership  for 
nature."  All  in  all,  it  looks  like  the  Clinton 
campaign  platform  en  Espanol  or  an  employ- 
ment program  for  social  workers,  displaced 
liberals,  and  the  White  House  health-care 
team.  Earth  to  Washington:  Get  a  grip. 
just  kidding.  Only  two  issues  are  worth  dis- 
cussing at  an  Americas  summit.  One  is  a  de- 
mand that  the  U.  S.  live  up  to  its  promises  and 
immediately  start  broadening  the  North  Amer- 
ican Free  Trade  Agreement  to  include  coun- 
tries to  the  south,  starting  with  Chile.  An- 
other is  a  call  by  all  of  the  Americas  for  Cuba 
to  turn  to  democracy  and  for  Fidel  Castro  to 
get  out.  Most  everything  else  is  pie-in-the-sky 
or  issues  that  could  be  handled  by  a  commis- 
sion, a  consular  clerk,  or  best  forgotten. 

The  expansion  of  nafta,  promised  by  both 
George  Bush  and  Bill  Clinton,  became  a  victim 
of  the  Clinton  Administration's  botched  legis- 
lative calendar.  First,  it  was  to  piggyback  on 
the  General  Agreement  on  Tariffs  &  Trade, 
but  both  measures  were  held  off  too  long. 
Then,  fast-track  for  Latin  American  free  trade 
was  jettisoned  to  give  gatt  a  better  chance  of 
passage.  If  the  White  House  mismanaged  the 
timing,  the  Republicans  get  much  of  the  blame 
for  taking  advantage  of  it.  The  result:  Bye- 
bye,  free  trade  for  the  Americas. 

The  present  amorphous  status  of  NAFTA  ex- 
pansion is  admirably  captured  in  the  official 
State  Dept.  prose:  "The  Summit  offers  the 


opportunity  to  affirm  visions  of  free  trad 
the  Western  Hemisphere."  But  visions  w 
help  Chile  and  Argentina,  where  policymal 
have  already  put  in  place  reforms  on  the 
sumption  that  an  open  trading  system  ii 
most  at  hand.  Now,  they  find  they  are  ox 
the  cold,  at  least  until  further  notice.  Inves 
are  shying  away  from  the  uncertainty,  res 
ing  in  a  lack  of  capital  that  impairs  the  vij 
ity  of  the  policy  reforms. 
WALK  SOFTLY.  The  recent  rash  of  free-ti 
agreements  in  Latin  America  was  basec 
the  expectation  that  nafta  would  soon  be 
panded  into  a  regional  trading  zone.  Thai 
sion  has  been  blurred,  and  with  it  much  of 
credit  Bush  and  Clinton  got  for  starting 
the  nafta  process.  It  is  absurd  for  the  U.  i 
urge  free  trade  on  its  partners,  promise 
most  immediate  action,  and  then  turn  its  b 
But  that  is  exactly  what  has  happened 
summitry  will  be  a  cover-up  at  best.  Let's  r 
Latin  leaders  have  enough  self-respect  anc 
dependence  to  hijack  the  agenda  and  tal 
loud  and  angry  stand  on  this  issue. 

Now,  let's  turn  to  Cuba:  Along  with  Nc 
Korean  leader  Kim  Jong  II,  Castro  is  the 
cold  warrior  still  in  place.  His  dreams  h 
crashed,  Cubans  are  disillusioned,  the  Cz 
Republic  model  of  democracy  and  a  free  n 
ket  is  obvious  and  no  longer  controven 
even  in  Cuba.  Cubans  are  hardworking 
bright — they  would  hit  the  ground  runr 
and  make  a  quick  success  of  transition 
Castro  isn't  about  to  leave  the  stage — \ 
would  he  allow  Washington  to  claim  credit 
his  fall?  Nor  could  a  Democratic  Adminis 
tion  afford  to  reach  out  to  Castro  politic; 
even  if  it  wanted  to.  Here's  where  sumi 
eers  could  perform  a  service  as  brok 

The  lengths  to  which  the  U.  S.  went  in  1 
ti  to  accommodate  murderous  dictators  s 
gests  there  might  also  be  flexibility  in  eaf 
Castro  out.  Here  the  summit  partners  can  t 
the  initiative.  Washington  has  to  hold  back 
cause  Castro's  remaining  support  is  ba 
chiefly  on  anti-Americanism  and  pride. 

A  regionwide  call  for  Cuban  elections 
regionwide  aid  to  ease  the  transition  can  1 
to  a  lifted  embargo  and  an  agreement  on  ( 
standing  issues  in  exchange  for  electic 
False  pride  on  both  sides  is  blocking  C 
from  freedom  and  prosperity.  The  Latin  p 
ners  can  ask  the  U.  S.  to  take  these  wise  sti 
and  they  can  urge  Castro  to  accept.  All 
save  face  and  still  attain  their  goals. 
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If  you  expect 
tobehassled, 
hounded  and 
haggled  in  our 

showrooms, 
expect  to  be 

disappointed. 


At  Oldsmobile,  we  understand  the  problems  you  have  with  car  shopping  are 
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our  retailers  can  give  you  their  best  price  right  upfront  Without  a  lot  of  haggling.  Which  simply 


means  at  Oldsmobile.  you  get  a  lot  more  than  you  once 
bargained  for.  And  in  some  ways,  a  lot  less  Demand  Better 


iOldsmobile 


.©  199*  CM  Corp  All  rights  reserved  Buckle  Up.  America' 


The  \hoiv  to  get 
great  color 
without 


suffering  pain, 
anguish 

or  poverty\  Company 


THE  DOCUMENT  COMPANY 
XEROX 


XEROX"  and  The  Document  Company'  and  the  stylized  X  are  trademarks  of  XEROX  CORPORATION  36  USC  380 


It  doesn't  take  a  great  artist  to  make  impressive  color  documents  these  days.  That's  because 
Xerox  offers  a  unique  range  of  innovative  and  affordable  color  technology.  From  high-qual- 
ity network  color  copiers  to  high-speed,  highlight  color  laser  printers,  Xerox  luis  more  ways 
to  integrate  color  into  the  documents  that  run  your  business.  After  all,  the  way  you  use  color 
should  make  you  more  productive,  not  just  more  colorful.  It's  what  we  call  Intelligent  Color. 
To  see  how  color  can  make  you  more  productive  call  us  at  I-800-ASK-XERO\  e.rt.  706. 


999 


The 

Document 
Company 

XEROX 


Worldwide  Sponsof 


Economic  Trends 


i 


BY  GENE  KORETZ 

EUROPE'S  EXPORT 
ROOM  IS  HOT... 

Capital  goods  lead  the  rally 

Not  too  long  ago,  the  consensus  view- 
was  that  Europe  would  crawl  out 
of  recession.  Instead,  European  econo- 
mies have  vaulted  past  the  starting 
gate,  posting  10%  growth  in  industrial 
output  in  the  second  quarter  and  putting 
new  upward  pressure  on  interest  rates. 

The  big  growth  catalyst  has  been  ex- 
port demand.  Salomon  Brothers  Inc. 
says  exports  to  non-EU  countries  by 
France  and  Germany  are  running  8% 
and  15%,  respectively,  over  1993.  And  in 
Italy,  Britain,  Spain,  and  Sweden,  which 
experienced  currency  depreciations  a 
fewr  years  ago,  they  are  up  12%  to  27% 
after  soaring  23%  to  33%  in  1993. 

Demand  is  up  significantly  from 
North  America,  Latin  America,  Asia, 
and  Eastern  Europe — particularly  for 
capital  goods.  And  export  orders  con- 
tinue to  improve,  reports  Salomon. 

...  RUT  NOT  ITS 
AUTO  INDUSTRY 

Demand  may  be  sputtering 

Despite  buoyant  exports,  European 
economies  seem  in  little  danger  of 
overheating.  Consumer  demand  is  still 
sluggish  in  many  countries,  and  the  bell- 
wether automobile  industry  is  headed 
for  a  correction.  ^ — — 

When  plunging     AUTO  SALES  LAG 
European  sales     OUTPUT  IN  EUROPE 
caused  a  huge  in-  2o 
ventory  pileup 
a  few  years  ago,  15 
European  auto 
makers  slashed  ]0 
output — depress- 

*\ ,  ■  VEHICLE 

ing  the  entire  in-  . 
dustrial  sector.  By 
early  this  year, 

however,  produc-    apercent  increase  since  dec 

tion  was  rebound-    «UN^  sales  and  output 
ing.  Economist     for  Britain,  France,  italy 
Paul  F.  O'Brien  of 
J.  P.  Morgan  &  Co. 
estimates  that  auto  output  accounted  for 
at  least  half  of  the  second  quarter's  over- 
all industrial  production  gains. 

Unfortunately,  European  auto  de- 
mand has  been  less  resilient.  It  picked 
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I  PRODUCTION- 


GERMANY.  AND  SPAIN 
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up  earlier  this  year,  partly  because  of 
government  incentives  in  France  and 
Spain.  But  these  programs  seem  to  be 
running  out  of  steam,  and  tax  hikes  have 
cooled  demand  in  Britain.  Overall,  West- 
ern European  car  sales  are  up  less  than 
5%  so  far  this  year,  compared  with  a 
19%  rise  in  vehicle  output  (chart). 

The  likely  upshot  is  a  slowing  in  Eu- 
ropean auto  production.  With  exports 
still  booming,  that  should  result  in  a 
more  moderate,  sustainable  expansion. 


A  MESSAGE  IN  U.S. 
MONETARY  DATA? 

Not  much  sign  of  inflationary  fuel 

A decade  ago,  the  weekly  reports  on 
the  money  supply  made  headlines. 
Today,  almost  no  one  mentions  the  sub- 
ject— least  of  all  the  Federal  Reserve, 
which  has  concluded  that  financial  de- 
regulation has  all  but  severed  the  once- 
predictable  linkages  between  monetary 
variables  and  the  economy. 

Still,  economist  William  V.  Sullivan 
Jr.  of  Dean  Witter  Reynolds  Inc.  thinks 
the  recent  behavior  of  the  monetary  var- 
iables may  have  something  to  say  about 
the  current  outlook  for  the  economy  and 
inflation.  "Almost  across  the  board,"  he 
declares,  "the  picture  is  one  of  signifi- 
cant monetary  restraint." 

Sullivan  notes  that  nonborrowed  bank 
reserves,  the  monetary  aggregate  the 
Fed  controls  directly  via  its  open  market 
operations,  have  contracted  at  a  5.5% 
annual  rate  over  the  past  six  months  af- 
ter rising  at  a  7.3%  pace  in  the  prior  six 
months.  And  in  August,  the  three  key 
definitions  of  money.  Ml.  M2,  and  M3, 
contracted  in  the  same  month  for  the 
first  time  on  record. 

Growth  of  all  three  of  these  mone- 
tary aggregates  has  been  slowing  sharp- 
ly on  a  year-over-year  basis  since  early 
1994.  But  the  most  telling  change  has 
been  in  Ml,  the  narrow  money  supply 
consisting  of  currency,  checking  ac- 
counts, and  the  like,  whose  growth  fell 
to  an  estimated  4.3%  in  September 
(chart)  from  10%  earlier  in  the  year. 

Although  Ml  has  been  regarded  as  a 
less  reliable  measure  of  the  money  sup- 
ply than  M2  (which  adds  savings  ac- 
counts and  small  CDs  to  Ml)  for  at  least 
a  decade,  Sullivan  notes  that  it  has  had 
a  decent  record  as  a  leading  indicator 
in  recent  years.  After  its  annualized 
growth  rate  surged  from  8.6%  at  the 
end  of  1991  to  14.2%  at  the  end  of  1992, 
the  economy  took  off.  And  its  sharp 
slowdown  in  the  first  half  of  1989  was 


MONEY  GROWTH  IS  PLUNGING 


GROWTH  RATE  OF 
«     Ml  MONEY  SUPPLY 

CURRENCY  PLUS 
TRANSACTION  ACCOUNTS 
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APERCENT  CHANGE  FROM  YEAR  EARLIER  EST 

DATA  FEDERAL  RESERVE 

followed  by  a  recession  a  year  lata 
"If  the  monetary  aggregates  are  te 
ing  us  anything  at  all,"  says  Sullivan, 
is  that  fears  of  rising  inflation  and 
overheated  economy  are  exaggeratet 


TEENAGE  MOMS 
GET  A  RUM  RAP 

Their  age  isn't  the  problem 


The  children  of  teenage  mothers  oft 
start  life  with  several  strik 
against  them.  Not  only  do  they  tend 
lag  behind  children  of  older  mothers 
tests  of  cognitive,  social,  and  emotior 
development,  but  they  are  also  far  mo 
likely  to  do  poorly  in  school. 

Some  experts  claim  this  isn't  simp 
because  most  teenage  mothers  come  frc 
disadvantaged  backgrounds  but  becau 
teenagers,  regardless  of  class,  don't  ma 
ideal  mothers.  Teenagers  are  thought 
be  less  emotionally  mature  and  sensiti 
to  their  infants  than  older  women,  ai 
to  possess  fewer  parenting  skills. 

To  test  this  view,  Arline  T.  Geronim 
and  Marianne  M.  Hillemeier  of  the  Ui 
versity  of  Michigan  and  Sanders  Korei 
man  of  the  University  of  Minnesota  coi 
pared  the  developmental  scores 
children  of  sisters  who  experienced  the 
first  births  at  different  ages.  The  siste 
were  of  varying  family  backgrounds,  b 
one  in  each  set  became  a  mother  as 
teenager,  and  the  other  later  in  lit 
The  study  found  no  significant  diffe 
ence  in  measures  of  child  developme 
between  children  of  teenagers  and  the 
cousins  whose  mothers  postponed  chil 
bearing.  The  results  suggest  that  tl 
wroes  afflicting  the  offspring  of  mar 
teenage  mothers  are  due  to  the  mot 
ers'  disadvantaged  status  rather  th: 
their  age.  In  other  words,  getting  po 
girls  to  postpone  having  babies  is  u 
likely  to  help  their  future  kids  if  the 
owti  social  and  economic  problems  arer 
tackled  at  the  same  time. 
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Change. 
;  what  business  is  based  on. 

■  day  you  face  the  challenge  of  attracting  new 
mers.  And  every  day  you  know  the  only  thing 
an  be  certain  of  is  uncertainty. 
7ith  so  much  resting  on  every  business 
ion  you  make,  we  thought  it  was  time  we 
1  one  of  those  decisions  as  easy  as  possible. 
T&T  is  changing  the  world  of  business 
iiinications. 

bur  long  distance  service,  your  800  numbers, 
global  faxing  will  all  be  guaranteed.  Yes, 
nteed.  To  help  you  face  every  new  day  in 
ess  armed  with  communications  services  you 
ount  on. 


F(  >rces  bey<  »nd 
twork  Reliability     anyone's  control  can 
:  your  long  distance  service.  From  a  violent 
i  to  an  over-enthusiastic  jackhammer. 
because  you  need  every  call  to  get  through, 
T&T  network  gives  every  call  a  choice  of  134 
s  to  its  destination.  Which  is  why  only  AT&T 
intees  that  if  your  service  ever  goes  down,  for 
eason,  it'll  be  back  in  minutes.  Not  hours. 


JARANTEED 


Your  lifeline  to  your 
customers  will  also 


)0  Performance 

jaranteed.  To  keep  you  in  touch,  whatever 
ens,  AT&T  guarantees  to  reroute  your  800  calls 
y  designated  phone  within  five  minutes.  We 
:ven  go  a  step  further.  With  the  AT&T  800 

ir iff  tiling  and  effectiveness  Call  for  details  Limitations  on  coverage  and  remedies  apply 
0  Never  Miss  A  Call*-"  guarantee  is  lor  MEGAC0M"  800  customers,  enrollment  reguired 


Never  Miss  A  CallSM  guarantee,*  we  install  special 
features  that  make  the  rerouting  instant. 


GUARANTEED 


AT&T  will  guarantee 
International  Fax       that  every  single 
international  fax  will  get  there.  The  people  at  our 
unique  International  Fax  Center  can  diagnose 
problems,  from  something  as  simple  as  a  faulty  fax 
machine  to  a  network  problem  overseas,  and  do 
whatever  it  takes  to  get  your  fax  to  its  destination. 
Even  if  we  have  it  delivered.  At  last,  an  answer  to 
those  faxes  that  just  won't  go  through. 


GUARANTEED 


Fast,  efficient, 


On-time  Installation     dependable  installa- 
tion. It's  always  been  our  way.  But  this  too  will  be 
guaranteed.  When  we  say  a  service  will  be  up  and 
running,  it  will  be. 


GUARANTEED 


We're  taking  a  step 
Competitive  Prices     beyond  offering 
competitive  prices.  We'll  guarantee  them. 

Anytime  someone  tells  you  they  can  give  you 
a  better  deal  than  AT&T,  call  us.  We'll  prove  our 
rates  are  competitive  right  then  and  there. 

Certainty  is  a  rare  feeling  in  business.  But  soon, 
AT&T  customers  will  experience  it  just  by  being 
AT&T  customers. 

If  you  want  to  know  more,  or  if  you  have  a 
certain  feeling  that 
now  is  the  time  to 

switch  to  AT&T,  call  . 
1800225-6900.  ' 


r<£T  For  the  life  of  your  business."  AT&T 


WHEN  YOU  ARE  WELL  INFORMED 
ABOUT  YOUR  INVESTMENTS, 

IT  SHOWS. 


MORNING 

BUSINESS 

REPORT 


Monday  through  Friday  on  your 
Public  Television  Station 
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N  CONSUMERS  TAKE  A  PUNCH 
D  KEEP  ON  SPENDING? 


S.  ECONOMY 


ER  APPLICATIONS 
NEW  MORTGAGES 


Chief  executives  are  starting  to 
get  edgy.  Perhaps  they  sense 
ling  that  is  not  yet  clear  in  the  economic  data:  The 
il  Reserve's  aggressive  rate  hikes  this  year  are  go- 
take  a  bite  out  of  economic  growth, 
iness  confidence  fell  in  the  third  quarter,  says  the 
•ence  Board.  Although  the  ceos  seem  satisfied  with 
^ent  economic  climate,  they  are  decidedly  less  op- 
c  about  the  future.  Fewer  than  35%  of  those  polled 
;  business  conditions  to  improve  in  the  next  six 
3,  a  sharp  drop  from  nearly  55%  in  the  second  quar- 
ld  the  small  10%  portion  expecting  things  to  get 
doubled  to  a  not-so-small  20%. 
their  worries  real?  The  answer  lies  with  consu- 
Higher  rates  have  clearly  cut  into  housing  activity, 
and  they  have  killed  the  boom  in 
refinancing.  Both  supplied  the  ex- 
tra fuel  for  the  more  than  4% 
surge  in  consumer  spending — es- 
pecially for  durable  goods — last 
summer,  fall,  and  winter. 

Now,  rate  hikes  are  taking  cash 
out  of  homeowners'  pockets  be- 
cause adjustable-rate  mortgages 
cost  more.  And  credit  is  now 
more  expensive  at  a  time  when 
household  savings  are  historical- 
How  consumers  bear  up  under  conditions  that  are 
less  supportive  of  spending  than  those  earlier  in 
ar  is  the  key  to  the  outlook. 

sR,  CONSUMERS  are  hanging  in  there,  buoyed  by 
;ains  in  jobs  and  incomes.  Both  housing  and  consu- 
>ending  showed  strong  gains  in  August.  Real  con- 
outlays  rose  by  0.7%,  and  September  retail  sales  are 
;ed  to  post  another  modest  gain  (The  Week  Ahead, 
!49).  Moreover,  August  sales  of  new  single-family 
jumped  9.7%,  to  an  annual  rate  of  703,000. 
housing  gain  was  led  by  a  suspiciously  large  82.1% 
in  sales  in  the  Northeast.  Indeed,  the  overall  August 
as  likely  a  last  rush  by  buyers.  Mortgage  rates 
1  in  July  by  one-quarter  of  a  percentage  point,  touch- 
'  a  flurry  of  mortgage  activity.  Since  then,  however, 
have  headed  north  once  again,  and  mortgage  ap- 
ons  have  dropped  sharply  (chart).  This  decline  sug- 
that  home  sales  likely  retrenched  in  September, 
sumer  spending  in  August  was  powered  mostly  by 
Jc  rise  in  vehicle  sales.  That  increase  wasn't  repeat- 
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ed  last  month.  Sales  of  U.  S.-made  cars  and  light  trucks 
dipped  slightly  to  an  annual  rate  of  12.7  million  in  Septem- 
ber from  12.9  million  in  August.  So  far  in  the  third  quar- 
ter, real  consumer  spending  is  growing  at  a  2.5%  annual 
rate.  That's  above  the  1.3%  crawl  of  the  second  period,  but 
well  off  the  pace  of  the  previous  three  quarters. 

How  consumers  perform  in  coming  months  is  important 
to  retailers  because  of  the  coming  holiday  shopping  sea- 
son, and  to  manufacturers  since  g 
consumer  goods  account  for  near- 
ly three-fifths  of  the  output  of  fi- 
nal products. 

Right  now,  factories  are  hum- 
ming, although  that  partly  re- 
flects the  auto  industry's  effort 
to  catch  up  after  its  summer 
shutdowns,  which  is  giving  activ- 
ity a  temporary  lift.  Manufactur- 
ing ceos  are  still  upbeat  about 
the  outlook,  says  the  Conference 
Board,  and  the  nation's  purchasing  managers  agree.  Their 
index  of  industrial  activity  rose  two  points  in  September 
to  58.2%,  the  highest  level  of  the  year. 

The  purchasers  said  orders,  production,  and  employ- 
ment all  grew  at  a  faster  rate  than  in  August,  and  that 
prices  paid  for  materials  accelerated  (chart).  Their  index- 
es of  prices  and  employment  both  hit  six-year  highs. 

Brisk  factory  activity  was  a  big  reason  for  the  0.5%  in- 
crease in  the  August  index  of  11  leading  indicators.  A 
surge  in  consumer-goods  orders  accounted  for  half  of  the 
gain,  but  Detroit's  catch-up  fueled  the  order  rise.  The 
jump  in  the  August  index  followed  four  months  of  little 
gain,  but  it  looks  more  like  a  one-time  bump  than  a  signal 
of  faster  economic  growth. 

THE  CONTINUATION  of  factory  activity  at  its  recent 
pace  will  depend  critically  on  the  success  of  the  holiday 
season.  In  last  year's  fourth  quarter,  consumers  splurged, 
boosting  their  spending  at  a  4%  rate,  with  a  15.6%  jump 
in  outlays  for  durable  goods,  setting  output  in  motion. 

This  fourth-quarter,  spending  will  be  more  subdued 
because  consumers  don't  have  mortgage  refinancings  and 
ready  credit  that  financed  much  of  the  earlier  shopping 
spree.  Now  they  must  rely  more  heavily  on  income 
growth.  Personal  income  rose  0.4%  in  August,  or  0.3% 
adjusted  for  taxes  and  inflation.  Real  disposable  income  is 
up  3%  vs.  last  year,  less  than  the  3.5%  spending  pace. 

Interest  income,  at  least,  has  been  helped  by  the  spate 
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of  Fed  rate  hikes.  Such  income  is  up  5.4%  over  the  past  12 
months,  a  reversal  from  the  4.3%  drop  of  a  year  ago.  Still, 
the  bulk  of  personal  income — wages  and  salaries — will 
depend  on  the  course  of  employment  growth.  And  hir- 
ing is  likely  to  be  tempered  by  the  moderation  in  overall 
demand. 

Clearly,  consumers  will  not  play  Scrooge  this  year,  but 
many  households'  funds  will  be  more  limited  than  they 
were  in  1993.  The  Mortgage  Bankers  Assn.  reports  that 
because  of  rising  rates,  applications  to  refinance  a  mort- 
gage are  rtinning  at  one-twelfth  the  pace  of  a  year  ago. 

Also,  consumers  in  the  first  half  of  1994  took  on  install- 
ment debt,  including  credit  cards  and  auto  loans,  at  a  rap- 
id pace,  increasing  then*  monthly  debt  payments.  But  in- 
stallment credit  does  not  tell  the  whole  story  of  consumer 
debt  obligations. 

FOR  ONE  THING,  the  installment -debt  data  ignore  auto 
leases  and  home-equity  loans — two  popular  alternatives 
to  traditional  loans.  According  to  cxw  Marketing/Re- 
search, consumers  are  canning  about  $22.1  billion  in  ob- 
ligations for  car  and  truck  leases,  a  near  doubling  in  just 
three  years.  More  than  one-quarter  of  cars  and  trucks 
are  leased — the  proportion  is  higher  for  luxury  models. 

At  the  same  time,  consumers  have  increased  their  use 
of  home-equity  loans,  which  totaled  S74.3  billion  in  August. 


ASIA 


When  added  together,  installment  credit,  home-eqi 
loans,  and  auto  leases  will  amount  to  19%  of  disposable 
come  this  year.  That's  a  much  greater  burden  than 


CONSUMERS'  Rl 
DEBT  BURDE 


Are  households  feeling  the 
pinch  from  too  much  borrowing? 
So  far,  the  evidence  is  mixed.  The 
American  Bankers  Assn.  reports 
that  the  delinquency  rate  on  con- 
sumer loans,  including  home  eq- 
uity, credit-card  balances,  and 
auto  loans,  fell  to  a  historic  low  in 
the  second  quarter.  a percent  of  aftertax  ekcsne** 

But  the  mortgage  bankers  say  ^S7S^ 
that  mortgage  delinquency  rates  aa* amm& dot. kderalb! 
have  risen  for  two  straight  quar- 
ters. One  problem:  The  two-percentage-point  rise  in  si 
rates  over  the  past  year  has  added  an  extra  S120  to 
monthly  payments  of  a  S100.000  adjustable-rate  mc 
gage.  And  because  it  takes  time  for  mortgages  to  adji 
the  squeeze  will  worsen  in  1995. 

In  fact,  the  full  brunt  of  the  Fed's  rate  hikes  since  F 
4  will  not  hit  the  economy  until  next  year — and  yet 
other  half-point  increase  before  yearend  is  expected.  F 
haps  corporate  chieftains  are  beginning  to  realize  t 
the  fight  against  inflation  always  comes  at  a  cost. 


JAPAN  S  RECOVERY  IS  STRUGGLING  TO  FIND  ITS  UEGS 


Bank  of  Japan  Governor  Yasushi 
Mieno  sounded  upbeat  about 
Japan's  economy  at  an  Oct.  2  meet- 
ing of  the  International  Monetary 
Fund.  Maybe  too  upbeat. 

Clearly.  Japan's  prospects  are  im- 
proving. The  govern- 
ment's tax  reform  plan, 
which  extends  this 
year's  ¥5.5  trillion  (S55 
billion)  cut  in  income 
taxes  into  1995.  ensures 
at  least  a  mild  upturn. 
But  so  far,  the  recovery 
is  struggling  to  find  its 
legs,  held  down  by 
structural  drags  from 
excess  capacity,  debt  de- 
flation, and  endaka — the  super- 
strong  yen. 

After  a  promising  4%  jump  in 
first-quarter  real  gross  domestic- 
product,  second-quarter  GDP 


OUTPUT  RECOVERS, 
AS  RETAIL  SALES  LAG 


dropped  a  larger-than-expected 
1.6%,  as  consumer  spending  and 
business  investment  both  fell.  1994 
growth  will  strain  to  reach  1%,  be- 
fore reaching  2.5%  to  3%  in  1995. 
Consumer  spending  must  lead 
the  recovery,  but 
households  are  still 
hesitant  to  spend.  Sales 
at  large  retail  stores  in 
August  fell  1.7%  from  a 
year  ago,  deflating  the 
optimism  from  July's 
rise.  August  vehicle 
sales,  measured  by  new 
registrations,  were 
more  upbeat. 
Consumer  demand 
will  pick  up.  as  purchasing  power 
strengthens  in  response  to  tax  cuts 
and  negligible  inflation.  The  Tokyo 
consumer  price  index  in  September 
was  up  only  0.1%  from  a  year  ago. 
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PERCENT  CHANGE  FROM  A  YEAR  AGO 
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Also,  the  labor  markets  will  stabi 
lize.  but  grudgingly.  In  August,  th 
jobless  rate  held  at  3%,  a  seven- 
year  high,  while  the  ratio  of  job  of- 
fers to  applicants  was  near  a  sever 
year  low. 

Manufacturing,  at  least,  is  on  so 
id  ground,  thanks  to  stepped-up 
foreign  demand  in  the  U.  S.  and  in 
Europe.  Industrial  output,  about 
40%  of  GDP,  surged  3.8%  in  August 
from  the  previous  month,  far  grea? 
er  than  expected.  And  the  ratio  of 
inventories  to  shipments  fell  to  a 
three-year  low.  a  good  omen  for  fu 
ture  output. 

Manufacturers  are  adjusting  to 
the  strong  yen  by  cutting  hiring 
and  moving  operations  offshore. 
That  strategy  helps  profits,  but  it 
undertones  domestic  demand, 
which  is  the  key  to  a  self-sustainin 
recovery. 


The  Week  Ahead  can  now  be  found  at  the  bottom  of  the  Business  Week  Index,  appearing  this  week  on  page  249 
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30  PINE  STREET  IS  LONG  GONE 
BUT  THE  FOUNDATION  STILL  REMAINS. 


369.  Marcus  Goldman  businesses.  Over  the  past 
ed  a  small  company  125  years,  we  have  come 
iwntown  Manhattan.  ■MMM  a  long  way  in  size  and 
pent  his  days  amid  |  I  scope  from  that  first  little 

uistle  and  bustle  of  IBliHH  office.  Today.  Goldman 
owing  city,  providing  Sachs  provides  clients  with  a 
t-term  credit  to  local        seamless  web  of  services 


that  covers  the  globe.  Still,  integrity.  In  1994.  we  take 
we  find  ourselves  grounded  pride  in  how  we  got  here, 
in  the  basic  principles  [flfflffifljTfl  and  we  pay  tribute  to 
set  forth  in  our  early  I  I  the  beginnings  that  have 

days  commitment  to  BIM  always  inspired  us  It's 
clients,  teamwork,  individual  a  foundation  we  intend  to 
excellence,  creativity  and        build  on  in  the  years  to  come 


Top  of  the  News 


THE  RONALD  Rl 
OF  NEW  JERSE1 


Christie  Whitman's 
formula  is  being 
widely  imitated. 
Does  it  work? 

Christine  Todd  Whitman  isn't  run- 
ning for  governor  of  Connecticut. 
Or  Maryland.  Or  New  York.  Or 
even  South  Dakota.  But  from  lis- 
tening to  the  campaign  rhetoric  in  those 
states,  you'd  think  she  was  at  the  top 
of  each  ballot. 

Whitman,  governor  of  New  Jersey, 
has  become  an  icon  in  gubernatorial 
races  across  the  country.  The  massive 
tax  cuts  she  promised  in  her  1993  elec- 
tion campaign  have  become  the  rally- 
ing cry  for  Republicans — and  a  few  De- 
mocrats— seeking  state  houses  this  year. 
Whitman  ascribes  the  popularity  of  her 
message  to  the  fact  that  she  acted  quick- 
ly, that  she  gave  her  cuts  clout  by  mak- 
ing them  retroactive,  and  that  being  a 
woman  gives  all  her  actions  high  visi- 
bility. But  there's  more  to  it  than  that: 
Despite  intense  sniping 
by  critics,  a  Sept.  25  poll 
by  Rutgers  University's 
Eagleton  Institute  of  Politics  shows  her 
winning  a  52%  positive  rating  from  vot- 
ers, higher  than  her  three  predecessors 
at  the  same  stage  of  their  terms. 
MIXED  RECORD.  Little  wonder,  then,  that 
many  Republicans  and  Democrats  alike 
are  gearing  up  to  make  Whitman-style 
tax  cuts  a  key  issue  in  their  own  cam- 
paigns. The  fracas  going  on  in  Con- 
necticut is  a.  good  example.  Republican 
John  Rowland  wants  to  repeal  the  $2.6 
billion-a-year  state  income  tax.  Demo- 
crat Bill  Curry,  who  says  Rowland  can't 
possibly  pay  for  his  tax  cut,  has  coun- 
tered with  a  plan  to  cut  the  property 
tax  by  $1  billion.  "He's  pointing  to 
Christie  Whitman.  So  are  we,"  says  Cur- 
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ry  spokesman  Roy  Occhiogrosso.  Par- 
ries Rowland:  "They  can  stand  behind 
[former  New  Jersey  Governor]  Jim  Flo- 
rio  and  Bill  Clinton.  I'll  stand  behind 
Christie  Whitman  all  day  long." 

Despite  her  popularity,  though,  Whit- 
man's record  so  far  is  mixed.  Taking  of- 
fice with  state  finances  in  a  shambles, 
she  promised  a  30%  income-tax  cut  in 
just  three  years  while  keeping  the  bud- 
get balanced.  She  cut  taxes  by  15%  this 
year  and  brought  the  budget  under  con- 


trol. But  she  has  had  to  use  some  fisc 
sleight  of  hand  to  get  there.  And  s 
recently  conceded  that  it  may  take  foi 
years  to  meet  her  tax-cut  goal. 

Whitman's  most  controversial  mo\ 
was  to  finance  tax  relief  by  slashing 
billion  in  state  contributions  to  the  pul 
lie  employee  retirement  fund  in  fisc 
years  1994  and  1995  alone.  Nearly  half 
the  cut  resulted  from  a  decision  to  stc 
pre-funding  retiree  health-care  cos 
An  additional  $80  million  was  saved 
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g  the  plan's  cost-of-living  as- 
ms to  2.4%  from  3%.  "It's  really 
other  way  of  going  into  debt," 
;even  D.  Gold,  director  of  the 
for  the  Study  of  the  States, 
man  also  has  cut  state  spending 
cation — the  largest  single  drain 
i  property  taxes — by  more  than 
illion.  And  she  has  continued  a 
on  aid  to  local  government  be- 
der  Florio.  That  has  generated 
lat  hikes  in  local  property  taxes 
lore  than  offset  her  income-tax 
deed,  local  property  taxes  in  the 
ive  skyrocketed,  though  it's  un- 
/hether  budget  cuts  were  the 


other  states  cited  by  GOP  tax-cutters. 
Michigan  cut  taxes  by  over  $1  billion 
last  year,  and  Massachusetts  slashed 
taxes  by  4.8%  and  local  aid  by  $270  mil- 
lion. But  in  both  cases,  according  to  Mi- 
ami University  political  scientist  Michael 
A.  Pagano,  local  taxes  and  fees  explod- 
ed through  fiscal  years  1992-94,  as  state 
aid  was  curbed. 

So  far,  Whitman's  likeable  personali- 
ty has  helped  her  counter  such  doubts. 
"She's  the  Ronald  Reagan  of  New  Jer- 
sey," says  Rutgers  University  political 
science  professor  Ross  K.  Baker.  Even 
her  admission  that  income-tax  cuts  will 
take  longer  than  promised  hasn't  hurt 


Gubernatorial  candidates  hoping  to 
win  votes  with  promises  of  tax  cuts: 


W/SOUTH  DAKOTA  The  Democrat  says  he  would  cut  property  taxes  by  30%  over 
t  a  cost  of  $132  million.  Promises  to  freeze  spending  at  current  levels,  restructure 
and  review  sales-  and  property-tax  exemptions. 

ttAKI/NEW  YORK  A  Republican,  he  proposes  cutting  income  taxes  by  25%  over 
,  a  cost  of  $5.6  billion.  Says  he  would  cut  state  jobs  and  consolidate  agencies,  limit 
ises  in  spending  to  inflation. 

LAND/CONNECTICUT  Says  he  would  repeal  the  state  income  tax,  cutting  rev- 
i  billion  a  year.  The  Republican  would  offset  $400  million  of  the  cut  by  reorganiz- 
;nt  and  says  increased  economic  activity  would  make  up  the  rest. 

IERBREY/MARYLAND  Another  Republican,  she  favors  a  24%  cut  in  the  state  in- 
set by  a  freeze  in  most  government  spending. 


CUTS?  GOP  challenger  Pataki  may  prod  Cuomo  to  offer  tax  breaks 


According  to  a  study  by  The 
',,  a  Hackensack  (N.J.)  newspa- 
milies  in  85%  of  northern  New 

communities  surveyed  will  face 
"all  tax  hike  this  year,  with  prop- 
ixes  overwhelming  modest  in- 
ax  cuts.  Whitman  counters  that 
omplaints  are  "a  false  issue," 
■  drummed  up  by  posturing  op- 
s.  Cities  and  towns,  she  insists, 
:o  cut,  too." 

,  a  similar  pattern  shows  up  in 


her.  "The  Democrats  are  making  it  an  is- 
sue, but  the  people — and  I've  talked  to 
a  lot  of  them — don't  care  whether  it's 
four  years  or  three,"  Whitman  says. 

But  will  the  Whitman  message  play 
so  well  elsewhere?  The  starkest  test  is 
in  Maryland,  where  a  supply-side  Re- 
publican and  a  liberal  Democrat  are  bat- 
tling it  out  in  a  surprisingly  close  gov- 
ernor's race.  In  one  corner,  there  is 
House  Republican  leader  Ellen  R. 
Sauerbrey  from  northern  Maryland.  In 


the  other  is  Parris  Glendening,  county 
executive  of  Prince  George's  County,  a 
Washington  suburb. 

In  a  heavily  Democratic  state,  Glen- 
dening is  running  a  traditional  Demo- 
cratic campaign.  He's  calling  for  more 
spending  on  education,  public  safety, 
and  economic  development,  while  back- 
ing only  modest  business  tax  cuts. 
Sauerbrey  is  running  within  10  points  of 
Glendening  because,  echoing  Whitman, 
she  proposes  to  slash  taxes  by  24%,  or 
$2  billion,  over  four  years.  "What  has 
made  this  issue  catch  fire  is  that  it 
bridges  the  gap  between  controlling 
government  spending  and  a  positive  ef- 
fect on  the  taxpayer,"  Sauerbrey  says. 
25%  SOLUTION,  faking  a  bonbon  from 
the  Whitman  sampler,  Sauerbrey  insists 
she  can  trim  revenues  while  building 
more  prisons,  preserving  current  aid  to 
local  governments,  and  avoiding  cuts  in 
other  essential  government  programs. 
Her  antitax  stance  has  put  Glendening 
on  the  defensive.  Concedes  a  Democrat- 
ic campaign  aide:  "If  all  people  know 
about  her  is  that  she  wants  to  cut  their 
income  taxes,  it's  not  surprising  that 
they  react  favorably." 

Still,  Glendening  is  a  rare  Democrat 
in  that  he — so  far,  at  least — has  refused 
to  play  the  tax-cut  game.  In  New  York, 
Democratic  incumbent  Mario  Cuomo 
calls  opponent  George  Pataki  irrespon- 
sible for  not  proposing  serious  spend- 
ing cuts  to  offset  his  promised  25%  in- 
come-tax cut.  But  with  the  race 
extremely  tight,  the  four-term  gover- 
nor is  expected  soon  to  unveil  a  modest 
$1.5  billion  tax  cut  of  his  own. 

Other  Democrats  are  going  further. 
Consider  South  Dakota,  where  both  gop 
candidate  Bill  Janklow  and  Democrat 
Jim  Beddow  have  proposed  30%  reduc- 
tions in  the  property  tax.  Beddow 
sounds  almost  like  a  Republican  when  he 
says  the  tax  issue  has  galvanized  voters: 
"It's  more  than  financial.  It  has  become 
a  crisis  of  confidence  over  whether  gov- 
ernment can  get  anything  done." 

That's  the  message  that  Whitman  has 
been  riding  so  successfully  in  New  Jer- 
sey, just  as  Michigan's  John  Engler  and 
Massachusetts'  William  Weld  did  before 
her.  Now,  if  she  can  deliver  on  the  rest 
of  her  promises,  she  might  find  her  way 
onto  the  gop's  national  ticket  in  1996. 
After  all,  a  socially  moderate,  fiscally 
conservative  woman  might  be  just  what 
the  GOP  will  need  if  it  nominates  a  hard- 
right  Presidential  candidate.  Whatever 
her  future,  her  imitators  hope  Whit- 
man's vision  is  as  appealing  outside  New 
Jersey  as  it  has  been  inside. 

By  Howard  Gleckman  in  Washing- 
ton, with  Judy  Dobrzynski  in  New  York 
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BACKS  TO  THE  WALL, 

DEMOCRATS  COME  OUT  SCRATCHING 

They're  showing  they  can  draw  blood  just  as  well  as  the  GOP 

Facing  an  unforgiv- 
ing electorate  that 
seems  ready  to 
string  them  up,  Dem- 
ocratic incumbents 
who  have  been  pushed 
to  the  limit  are  sud- 
denly showing  sur- 
prising new  vigor  in 
their  campaigns. 

Their  strategy: 
Take  a  page  from  the 
Republicans'  law-of- 
the-jungle  playbook 
and  get  down  and  dir- 
ty. Most  Democrats — 
particularly  incum- 
bents— have  come  to 
a  common  conclusion, 
says  G.  Terry  Madon 
na,  a  pollster  at  Mi 
lersville  University  in  " 
Pennsylvania:  that  the  Democrats  have 
to  "crucify  their  opponents"  in  order  to 
win.  And  that's  likely  to  produce  "the 
most  vicious  three-week  campaign 
in  history,"  declares  Republican  Repre- 
sentative Newt  Gingrich  of  Georgia. 

Why  the  sudden  turn  to- 
ward the  nasty?  The 
Democrats  hope  to  fend  off 
what  could  be  their  biggest  midterm 
drubbing  since  1966.  If  the  worst  were 
to  happen,  Republicans  might  seize  the 
Senate  and  build  a  ruling  conservative 
coalition  in  the  House.  But  tacticians 
are  hoping  the  survival  strategies  may 
succeed  in  pulling  enough  imperiled  in- 
cumbents out  of  hot  water  by  the  Nov. 
8  election  to  salvage  Democratic  con- 
trol of  the  Senate  and  hold  House  loss- 
es to  an  acceptable — though  painful — 
25  seats. 

"PHONY  CLAIMS."  To  be  sure,  negative 
campaigning  isn't  the  Democrats'  only 
new  gambit.  Ideological  camouflage  also 
is  particularly  big  this  year.  And  many 
Democrats  are  recasting  themselves  as 
"outsiders"  who  fight  for  Joe  Average 
against  entrenched  interests — or  are  de- 
veloping jungle  fever,  a  selective  form  of 
amnesia  that  leads  a  Democrat  to  forget 
everything  about  Bill  Clinton. 

But  blitzing  opponents  with  negative 
attack  ads  is  more  often  than  not  the 
order  of  the  day.  Notes  Democratic  me- 


1-  A  TEST  FOR  TED:  Using  negative  ads  for  the  first  time 


dia  consultant  Mark  McKinnon:  "Noth- 
ing focuses  your  attention  like  the  gal- 
lows." In  Pennsylvania,  incumbent  Sen- 
ator Harris  Wofford  is  skewering 
Republican  Rick  Santorum  on  issues 
such  as  pocketing  a  congressional  salary 
increase  after  promising 
not  to  and  employing  his 
House  staffers  to  raise 
campaign  funds.  And  in  Virginia,  Sena- 
tor Charles  S.  Robb  is  slashing  challeng- 
er Oliver  North  for  lying  to  Congress 
and  expressing  pride  in  the  Confederate 
flag. 

The  campaign  of  Massachusetts  Sen- 
ator Edward  M.  Kennedy,  who  finds 
himself  in  a  tough  battle  with  gop  new- 
comer Mitt  Romney,  shows  how  rough 
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things  have  gotten.  Kennedy  M> 
launched  attack  ads  for  the  first  timin 
his  32-year  political  career.  His  seai 
negative  TV  spots  accuse  Romney,  a  fe. 
publican  venture  capitalist,  of  deck- 
ing voters  with  "phony  claims"  abiit 
his  business  record.  Kennedy  even  & 
raised  questions  about  alleged  rack 
in  Romney's  Mormon  Church.  Pollsmj 
say  that  thanks  to  his  $9  million  assal 
Kennedy  may  yet  win.  "To  salvage  tSs 
race,  they've  got  to  go  negative,"  sk 
Romney  media  consultant  Rick  Refti 
"The  only  way  they're  going  to  win  m 
the  public  thinks  worse  of  Mitt  thaiB 
Ted  Kennedy." 

GLAD-HANDING.  Other  Democrats  are* 
ing  softer  tactics.  Some  are  stylj 
themselves  as  grassroots  defender 
the  little  guy.  In  Tennessee,  liberal 
ate  Budget  Committee  Chairman 
Sasser  is  calling  himself  "the  taxpa; 
watchdog"  against  government  wa: 
And  he  has  wrapped  himself  in  a  hoi  I 
spun  quilt  of  small-town  values:  Sassi  I 
TV  ads  trumpet  the  incumbent's  del 
tion  to  "hard  work,  honesty,  [and]  I 
spect  for  your  neighbor."  He  holds  a  ttf 
uous  lead  over  surging  gop  challen* 
Bill  Frist,  a  heart  surgeon  who  has  m; 
a  virtue  of  his  complete  lack  of  polit: 
experience. 

With  Republicans  doing  well  by 
cusing  on  national  concerns  such  as  p 
lie  dislike  for  Clinton  and  disgust  w 
Congress,  many  Democrats  are  trying 
focus  on  local  issues.  In  New  Jersey, 
instance,  incumbent  Senator  Frank 
Lautenberg  isn't  talking  about  heal 
care  reform.  Instead,  he's  hammeri 
at  issues  such  as  his  fight  to  keep  "N 
York  sludge"  out  of  the  Garden  Sta| 
Once  thought  to  be  in  deep  trouble,  L; 
tenberg  is  now  a  slight  favorite  o\ 
Republican  Garabed  Haytaian. 

Of  course,  it's  hard  for  some  Deri 
crats  to  shake  off  their  national  tr; 
pings.  A  notable  example:  Thomas 
Foley,  who  could  become  the  first  Hoi 
Speaker  turned  out  by  voters  since  18 


A  CLINTON  QUAGMIRE 


If  the  GOP  takes  the  Senate,  the  President's 
most  loyal  supporters  will  be  replaced: 


COMMITTEE 

FINANCE 

APPROPRIATIONS 

LABOR  &  HUMAN  RESOURCES 

BUDGET 

BANKING 

FOREIGN  RELATIONS 
ARMED  SERVICES 


NEW  CHAIR 


OLD  CHAIR 

Pat  Moynihan  (D-N.Y)  Bob  Packwojod  (R-Ore.)  _ 
Robert  Byrd  (D-W.Va.)  Mark  Hatfield  (R-Ore.)  _ 

Ted  Kennedy  (D-Mass.)__  _  j^§ncy_Kassebaum  (R-Kan 

Jim  Sasser  (D-Tenn.) _ _  _  Pete  Domenici  (R-N.M.)  | 
Don  Riegle  (D-Mich.)  Alfonse  D'Amato  (R-N.yJ 

Claiborne  Pell  (D-R.I.)         Jesse  Helms  (R-N.C.)__ 
Sam  Nunn  (D-Ga.)  Strom  Thurmond  (R-S.C.) 


et( 
nr<i 
ft 
I 
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0-year  incumbent  is  struggling  to 
ice  skeptical  eastern  Washington 
tuents  that  he's  in  touch.  But  spir- 
lad-handing  may  not  overcome  Re- 
:an  attorney  George  Nethercutt's 
s-digit  lead. 

hough  party  leaders  are  discou- 
l  the  tactic,  many  Democrats  are 
ing  away  from  Clinton.  In  Okla- 
Representative  Dave  McCurdy, 
erate  running  for  an  open  Senate 
boasts  of  his  independence  from 
esident — even  though  the  two  are 
me  collaborators  in  the  centrist 
cratic  Leadership  Council.  "B.  C. 
't  stand  for  Bill  Clinton,"  crows 


National  Republican  Congressional 
Committee  Chairman  L.  William  Pax- 
on  (R-N.Y.).  "It  stands  for  ball  and 
chain." 

Some  Democrats  have  even  disowned 
the  1993  budget  deal  that  is  the  center- 
piece of  Clintonomics.  New  Jersey's 
Lautenberg  has  made  television  com- 
mercials that  have  a  stark  message: 
"With  taxes  killing  New  Jersey,  Frank 
Lautenberg  opposed  his  own  party  and 
voted  against  taxes."  Those  would  have 
been  Bill  Clinton's  tax  increases,  of 
course. 

That's  a  little  embarrassing,  needless 
to  say.  But  the  Administration  is  willing 


to  let  Democrats  suggest  just  about  any- 
thing in  order  to  steal  a  victory  this 
year.  And  for  good  reason:  White  House 
operatives  shiver  at  the  prospect  of  a 
hostile  Senate  led  by  the  acerbic  Bob 
Dole  and  Clinton-bashing  committee 
chairs  (table). 

By  adapting  to  the  punishing  reality 
of  Campaign  '94,  some  prominent  Demo- 
crats are  going  to  escape  extinction.  But 
a  sufficient  number  of  incumbents  will 
perish  to  bring  the  Republicans'  dreams 
of  congressional  control  a  step  closer  to 
reality. 

By  Richard  S.  Dunham  in  Washing- 
ton, with  Mark  Maremont  in  Boston 


VOTER  BEWARE:  READ  THE  FINE  PRINT 


■hink  congressional  campaigns  are 
dirty?  Check  out  the  high-stakes 
fights  over  state  ballot  initia- 
3S.  From  Florida  to  California, 
ers  are  grappling  with  measures 
issues  ranging  from  gambling  to 
ilth  care.  And  the  stakes  are  enor- 
us — particularly  for  business.  In 
ifornia  alone,  the 
acco  industry 
nds  to  win  back  as 
ch  as  $365  million  in  annual  cigar- 
e  sales  if  it  can  push  through  a 
asure  easing  smoking  restrictions. 
n  another  California  initiative, 
;iness  is  up  in  arms  over  Proposi- 
i  186,  which  would  create  a  sin- 
-payer,  Canadian-style  health-care 
tem  in  the  state — financed  with 
i  billion  worth  of  new  income,  pay- 
[,  and  cigarette  taxes.  There's 
re.  Companies  are  worried  by  yet 
>ther  Golden  State  initiative — this 
s,  likely  to  pass.  Proposition  187 
uld  deny  services  to  undocument- 
immigrants  and  require  state  em- 
yees,  such  as  teachers,  to  report 
pected  illegals  to  authorities, 
wlett  Packard  Co.,  for  one,  has 
ne  out  against  the  initiative.  "We 
rik  it's  a  racist  measure.  It  makes 
pegoats  out  of  women  and  chil- 
m  for  California's  economic  prob- 
is,"  says  a  company  spokesman. 
kCSST."  And  California,  as  usual,  is 
rendsetter.  Other  states  are  ex- 
ited to  follow  the  state's  lead  with 
lilar  measures  on  undocumented 
rkers.  That's  because  Governor 
:e  Wilson  has  given  his  once-mori- 
ld  campaign  a  huge  boost  by  loud- 
mdorsing  the  measure,  which  vot- 
favor  by  a  margin  of  2  to  1, 
ording  to  the  latest  Field  Poll, 
d  California  State  Treasurer  and 
mocratic  hopeful  Kathleen  Brown, 


ELECTION  '94 


who  has  called  Proposition  187  "ugly 
and  racist,"  may  have  dealt  her  can- 
didacy a  death  blow  by  strongly  op- 
posing it. 

Across  the  country,  the  fight  over 
legalized  gambling  is  equally  as  bit- 
ter, critics  contend.  In  Florida,  Colo- 
rado, and  Missouri,  for  instance, 
gaming  interests  are 
spending  about  $16  mil- 
lion total  to  push  legal- 
ized gambling,  says  the  National  Co- 
alition Against  Legalized  Gambling. 
The  campaign's  main  backers  in  Col- 
orado: a  group  called  Committee  for 
Better  Schools,  funded  mainly  by 
business  interests. 

Big  Tobacco,  meanwhile,  is  fight- 
ing antismoking  measures  with  simi- 


lar camouflage  campaigns.  Philip 
Morris  Cos.  is  bankrolling  a  group 
called  Californians  for  Statewide 
Smoking  Restrictions.  With  a  name 
like  that,  the  group  had  no  problem 
signing  up  600,000  health-conscious 
voters  to  put  the  measure  on  the  bal- 
lot. The  hitch:  The  measure  would 
abolish  tough  local  ordinances  that 
prohibit  smoking  in  public  places  and 
replace  them  with  less-stringent 
statewide  regulations. 

Critics  charge  that  the  measure 
has  a  good  chance  of  winning  only 
because  it  is  intentionally  confusing. 
In  1994,  that's  the  plan:  When  it 
comes  to  ballot  initiatives,  things 
are  rarely  what  they  seem. 

By  Eric  Schine  in  Los  Angeles 


PEOPLE  POWER 


Some  key  issues  being  voted  on  in 

state  referendums  across  the  U.S.  this  fall: 


BARRICADING  THE  OCEAN 
AT  THE  CAL-MEX  BORDER 


IMMIGRATION  In  a  move  that  could  presage  similar  laws  in  other  states,  California 
is  expected  to  pass  a  measure  that  will  deny  state  services — including  health  care 
and  schooling — to  undocumented  immigrants. 

SMOKING  Arizona  and  Colorado  have  an  even  chance  of  passing  stiff  new  tobacco 
taxes.  In  California,  Philip  Morris  is  financing  a  campaign  to  replace  local  antismok- 
ing ordinances  with  a  looser  statewide  standard. 

GAMBLING  Florida,  Missouri,  and  Colorado  are  considering  initiatives  to  legalize  or 
extend  legalized  gambling. 

HEALTH  CARE  Though  unlikely  to  pass,  California's  Proposition  186  would  mandate 
statewide  universal  health  coverage. 


Top  of  the  News 


TRADE 


WHY  WASHINGTON  BACKED  DOWN 
AT  THE  MIDNIGHT  HOUR 

Fearing  financial  fallout,  the  U.S.  made  a  tepid  deal  with  Japan 


"I  used  to  think  if  there  was  reincar- 
nation, I  wanted  to  come  back  as  the 
President,  the  Pope,  or  a  400  baseball 
hitter.  But  now,  I  want  to  come  back  as 
the  bond  market.  You  can  intimidate 
everybody. " 

— Presidential  Adviser  James  C.  Car- 
ville,  quoted  in  The  Agenda,  by  Bob 
Woodward 

There's  no  need  to  explain  Carville's 
words  to  U.S.  trade  negotiators. 
The  market's  shadow  dogged  their 
every  move  last  month,  as  they  stared 
across  the  table  at  their  Tokyo  counter- 
parts, hoping  to  hammer  out  the  biggest 
Japanese  market-opening  agreement  in 
history. 

When  the  breakthrough  came  Oct.  1, 
there  was  relief  but  no  euphoria.  A  face- 
saving  compromise  allowed  both  sides  to 
declare  victory.  The  financial  markets 
were  calmed.  But  the  deal  will  do  little 
to  reduce  the  $60  billion  trade  imbal- 
ance between  the  world's  two  largest 
economies. 

Japan  agreed  to  "significant  increases" 
in  government  procurement  of  foreign 
medical  technology  and  telecommunica- 
tions but  with  no  timetables  and  no  def- 
inition of  "significant."  Both  sides  ex- 
tended negotiations  for  another  30  days 
on  opening  Japan's  market  for  flat  glass. 
Tokyo  also  agreed  to  end  a  skewed  de- 
regulation of  its  insurance  industry, 
which  U.  S.  underwriters  claimed  was 
crimping  even  their  2%  of  the  market. 
On  autos  and  auto  parts,  which  account 
for  60%  of  the  U.  S.  trade  deficit,  little 
progress  at  all  was  made.  And  U.  S. 
Trade  Representative  Mickey  Kantor 
backed  away  from  the  so-called  Super 
301  section,  the  toughest  provision  of 
U.  S.  trade  law. 

"A  REALITY."  American  business  praised 
the  results  as  a  step  forward — but  not  a 
major  improvement.  "You  are  going  to 
see  this  kind  of  outcome  from  now  on," 
says  C.  Michael  Aho,  senior  internation- 
al economist  for  Prudential  Securities 
Inc.  "The  sword  the  U.  S.  brandishes  is 
a  lot  duller  than  it  used  to  be." 

If  anything,  the  deal  looks  strikingly 
similar  to  one  that  Bill  Clinton  refused 
to  cut  with  former  Prime  Minister 
Morihiro  Hosokawa  last  February.  But 


that  was  before  investor  jitters  over  the 
collapse  of  the  so-called  framework  talks 
sent  the  dollar  plunging  against  the  yen, 
upset  international  bond  markets,  and 
helped  send  U.  S.  interest  rates  upward. 
Now,  concedes  one  senior  Administra- 
tion official,  financial  markets  have  be- 
come powerful  players  in  trade:  "It's 
simply  a  reality  now,  and  it  isn't  going 
away." 


the  Clintonites  backed  down.  The  log& 
With  midterm  elections  looming,  wm 
set  off  another  financial  crisis? 

An  unsatisfactory  end  to  this  round  m 
talks  with  Japan  is  just  the  start  of  CI  H 
ton's  troubles  on  the  trade  front.  On  0  H 
5  the  House  postponed  a  final  vote  ■". 
the  General  Agreement  on  Tariffs  I 
Trade  deal  until  Nov.  29 — well  after  t  W 
midterm  election.  And  the  President  | 
heading  to  world  trade  conferences  In 
Indonesia  in  November  and  Miami  in  I  Hi 
cember  without  "fast-track"  authority  m 
limit  congressional  meddling  in  futuB 
trade  deals.  Suddenly,  "Clinton's  traH 
policy  in  general  is  in  trouble,"  says  Wl 
lard  Workman,  vice-president  of  the  U.  H 
Chamber  of  Commerce. 

The  situation  is  bitter  fruit  for  ClS 
ton's  trade  warriors,  who  came  into  Ai 


m 

m 
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"You  are  going  to  see  this  kind  of  outcome 
from  now  on.  The  sword  the  U.S. 
brandishes  is  a  lot  duller  than  it  used  to  be" 


Up  until  the  last  moment  in  the  Japan 
talks,  the  Administration  had  threat- 
ened to  resort  to  Super  301.  But  partic- 
ipants on  both  sides  say  Japanese  ne- 
gotiators repeatedly  raised  the 
consequences  of  more  friction  between 
the  U.  S.  and  Japan,  pointing  out  that 
frightened  markets  could  propel  the  yen 
through  the  roof.  Tokyo  also  repelled 
the  U.  S.  push  for  numerical  signs  of 
progress  by  stressing  the  widespread 
disdain  Asian  countries  have  for  what 
they  see  as  "managed"  trade.  In  the  end, 


fice  vowing  to  be  more  assertive  in  trac 
policy  than  the  Reagan  and  Bush  A< 
ministrations — particularly  with  Japa: 
"We  took  a  larger  step  than  some  peop 
thought  we  would  take,"  says  Nation; 
Economic  Council  head  Robert  E.  Rij 
bin.  In  the  end,  though,  the  Clintonit 
may  have  been  willing  to  take  on  Tij 
kyo,  but  they  couldn't  tough  it  out  wit| 
the  financial  markets. 

By  Douglas  Harbrecht,  with  Pa 
Magnusson,  in  Washington  and  Robe 
Neff  in  Tokyo 
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"The  Fax  With  The  Lowest  Cost-Per-Copy 
Is  One  Player  You  Can't  Do  Without." 


Bill  Walsh,  Championship  Coach 


FAX  CHOICE 
SINCE  1987 


To  win,  you've  got  to  have  the  right  players. 
In  business,  that  means  having  a  Sharp  {America's 
fax  machine.  Sharp's  been  #1  in  fax  for  gA 
7  straight  years  with  products  like  the  #  § 
FO-5400T,  the  plain  paper  laser  fax  with  fax  choice 
the  lowest  cost-per-copy.  ll!Na  1987 

The  FO-5400T  produces  crisp,  clear,  400  dots-per- 
inch  laser  output.  So  you  spend  less  time  deciphering 
faxes  and  more  time  working.  And  its  15,000-copy 
toner  cartridge  can  last  years,  not 
months.  The  result,  increased  produc-  jy^yyj  W 
tivity  and  lower  operating  costs.       .  ° 

See  how  the  right  Sharp  fax  can  \£  7^ 
be  your  key  player.  Call  for  a  free  l*ii|§ 
copy  of  Sharp's  new  Winning  Game  NUllP 
Plan  Video.  Or  fax  1-800-3-SHARP-3.  V'°E° 


W  INNING 

GAME  FUN 


YOU  NEED  A  WINNING  GAME  PLAN. 
CALL  1-800-BE-SHARP 
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FAR  FROM  PURR-FECT:  A  string  of 
crashes  has  left  passengers  jittery 


m  ^ 


AIRLINES 


USAIR'S  FLIGHT  PLAN  LEAVES 
LITTLE  ROOM  TO  MANEUVER 

Facing  a  storm  of  red  ink,  it  is  moving  to  cut  labor  costs 


As  the  Boeing  737  taxis  around 
O'Hare  International  Airport's  tar- 
mac, a  flight  attendant  runs  through 
the  usual  safety  spiel:  "To  release  your 
seat  belt,  pull  up  on  the  metal  bar. . . ." 
Mundane  stuff — but  these  passengers, 
most  of  them  business  travelers,  are 
paying  close  attention.  Heads  jerk  up 
from  magazines  to  note  the  plane's  six 
emergency  exits. 

This  is  uSAir  Flight  1245  from  Chica- 
go to  West  Palm  Beach,  Fla.,  via  Pitts- 
burgh. Three  weeks  earlier,  the  same 
flight — then  called  427 — plummeted  to 
the  ground,  killing  all  132  people  on 
board.  "Since  then,  I  find  myself  pay- 
ing attention  to  everything  when  I  fly," 
says  one  passenger,  Fred  D.  Esker,  an 
engineer  for  DuPont  Filaments.  On  the 
morning  flight  to  Chicago,  a  woman  or- 
ders a  Bloody  Mary — to  calm  her  jan- 
gled nerves, she  says. 
headway.  The  nation's  No.  6  carrier  has 
seen  happier  times.  It  has  lost  $2.4  bil- 
lion in  five  years  and  has  spent  four 
months  in  contentious  negotiations  with 
unions  aimed  at  cutting  $500  million 
from  its  annual  wage  bill.  Passengers 
have  been  shaken  by  a  string  of  crashes, 
Flight  427  only  the  most  recent. 

People  are  still  flying  USAir.  The  air- 
line's traffic  was  up  slightly  in  Septem- 
ber from  a  year  before,  though  the  gain 
was  less  than  other  carriers'.  The  air- 
line's financial  position,  moreover,  will 
remain  sound  through  yearend,  allow- 
ing time  to  resolve  its  labor  talks — 


which,  it  appears,  finally  are  making 
headway. 

Clearly,  the  negotiations  are  critical. 
USAir  Group  Inc.'s  operating  costs  are 
the  highest  in  the  industry — some  56% 
higher  than  leader  America  West  Air- 
lines Inc.,  according  to  consultants  Avi- 
tas  Inc.  At  the  same  time,  debt  accounts 
for  80%  of  total  capital,  loading  the  com- 
pany with  $260  million  a  year  in  interest. 
Lowering  wages  would  allow  it  to  pay 
down  debt — and  to  compete  against 
Southwest  Airlines  Co. 
and  Continental  Lite, 
which  are  both  invading 
its  markets.  And  British 
Airways  PLC,  which  paid 
$400  million  for  24.6%  of 
USAir,  could  come  forth 
with  another  $450  million 
if  the  carrier  turns  itself 
around. 

The  sticking  point  has 
been  a  demand  by  the 
Airline  Pilots  Assn. 
(alpa)  that  employees  re- 
ceive 25%  of  usAir's  stock 
and  a  board  seat  in  return 
for  wage  concessions. 
Now,  both  sides  appear  to 
be  giving  a  bit — prompt- 
ed in  large  part,  say 
sources  in  both  camps,  by 
a  sense  of  urgency  creat- 
ed by  the  Flight  427  ca- 
tastrophe. "It  certainly 
increased  the  seriousness 
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▲  MILLIONS  OF  DOLLARS 


...Sending  the  airline's 
shares  down 


DATA  COMPANY  REPORTS,  BLOOMBERG 
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of  the  negotiations,"  said  an  adviser  1 
one  union. 

How  serious  are  they  now?  On  Sep 
29,  USAir  announced  that  it  would  posij 
pone  $19.2  million  in  quarterly  prefern] 
dividends  to  British  Airways  and  Wa  j 
ren  E.  Buffett's  Berkshire  Hathawgl 
Inc.  The  move  was  meant  to  "show  tl 
unions  that  the  company's  investors  ai 
willing  to  share  some  of  the  pain  in  tl 
restructuring  process,"  says  Henc 
Orme,  airline  analyst  at  Nat  West  Si 
curities  Corp.  But  Wall  Street  didn 
think  much  of  it.  usAir's  stock  fell  20' 
on  the  news,  to  $4,  as  analysts  raise 
the  specter  of  bankruptcy  and  Standai 
&  Poor's  lowered  its  ratings  on  most  <! 
the  airline's  debt. 

GALLOWS  HUMOR.  For  the  short  term,  J 
least,  usAir's  balance  sheet  is  relative! 
strong.  With  operating  cash  flow  a 
breakeven  and  $400  million  in  cash  cl 
hand,  it  can  survive  comfortably  through 
December  without  a  labor  settlement 
analysts  say.  The  airline  can  borroj 
about  $200  million  against  its  288  plane! 

Over  the  next  few  weeks,  USAir  ce| 
Seth  E.  Schofield  will  try  to  hammej 
out  an  agreement  with  alpa.  Then,  hi 
will  attempt  to  bring  the  mechanics  an] 
flight  attendants  on  board.  Employed 
appear  resigned  to  forfeiting  pay.  "Thl 
good  old  days  of  high  bucks  are  gone! 
says  Ron  Carter,  the  25-year  veteral 
piloting  Flight  1245. 

If  so,  USAir  could  quickly  return  to  fj 
nancial  viability.  The  danger  is  that  anl 
break  in  the  momentum  could  shattef 
what  remains  of  investcj 
confidence.  usAir's  stocl 
could  drop  even  more  j 
labor  talks  fall  apart  or  ] 
BA  follows  through  witl 
its  threat  to  write  off  itj 
USAir  investment  as  [ 
loss.  Damaging  evidene 
from  investigations  intflj 
USAir  crashes,  too,  coul  1; 
cripple  the  airline. 

In  any  case,  the  airlin  |: 
seems  destined  to  liv|§ 
with  gallows  humor  for 
while.  As  Carter  land 
the  airplane  in  Pitts 
burgh,  he  tells  passenger 
"we  realize  that  USAir  be 
gins  with  you."  A  passen 
ger  mutters  darkly:  "A 
long  as  it  doesn't  end  wit: 
us."  USAir  may  need  mor 
than  a  financial  fix. 

By  Keith  L.  Alexande 
on  Flight  12U5 


USAIR  SCARE 


Operating  costs  are 
pummeling  profits... 

ESTIMATES 
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Vhy  Settle  For  Being  Merely  Effective 
hen  You  Could  Be  Insanely  Awesome? 


Introducing  Z-NOTEFLEX, 
The  Ultimate  Multimedia  Presenter. 

Loosen  your  tie,  and  get 
ready  to  bring  down  the  house. 
With  Z-NOTEFLEX,  Zenith 
Data  Systems'  new  multi- 
media showstopper. 
Built  around  a  powerful 
notebook,  the  Z-NOTEFLEX 
system  lets  you  take  the  show 
on  the  road,  and  carry  it  around 
in  your  hand.  With  sharp, 
colorful  video  and  stereo 
sound,  your  business  pre- 
sentations are  sure  to  get 
attention.  Detaching  the 
LCD  display  and  placing  it 
in  front  of  your  viewers  will 
have  an  even  greater  impact.' 

And  the  Z-NOTEFLEX's 
modular  components  offer 
you  a  wide  range  of  system 
enhancements,  multi- 
media capabilities  and 
peripheral  solutions.  So  you 
custom  order  the  features  you 
want  today,  then  upgrade 
when  you're  ready. 


Z-NOTEFLEX 
up  to 

IntelDX-l"  75MHz  processor 
lb-bit  business  audio 
active-matrix,  256-color 
LCD  display 

FLEXSITE 
LCD  display  stand 

FLEXBAY 
battery  charging  bay 
floppy  drive  bay 

FLEXDOCK 
enhanced  port  replicator 
two  type  III  PCMCIA  slots 
networking  module 

FLEXSHOW" 
double-speed  (  D  ROM  drive 
amplified  stereo  speakers 
two  type-Ill  PCMCIA  slots 
integrated  power  supply 


MPC2 


Multimedia  PC 

Your  audience  wants  something  worth 
watching  And  the  Z-NOTEFLEX  delivers 
Make  that  connection,  and  you  could  be  an 
overnight  success. 

Call  us  for  the  awesome  details. 
1-800-289-1279,  Ext.  5122 


DATA  SYSTEMS 
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THE  PEACOCK  MAY  BE 
A  LITTLE  TOO  PROUD 


GE  is  wheeling  and  dealing,  but  shoppers  balk  at  NBC's  terms 


STATION  IDENTIFICATION:  NBC's  advertising  revenues  and  ratings  have  risen 


ssets  will  always  find  asses,"  jokes 
Howard  Stringer  w^hen  he's  asked 
Iwhether  cbs  Inc.  or  the  other  TV 
networks  are  about  to  be  sold.  For  the 
president  of  cbs  Broadcast  Group, 
known  for  his  puckish  wit,  that's  an  easy 
way  to  duck  the  chronic  speculation 
about  the  future  of  his  network  and  its 
rivals,  abc  and  N'BC.  Yet  Stringer's  re- 
mark fairly  well  sums  up  the  recent  hys- 
teria in  the  media  business.  In  the  wake 
of  General  Electric  Co.'s  public  flirta- 
tion with  selling  nbc,  media  watchers 
have  burned  with  questions  about  net- 
work deals:  Who's  selling,  who's  buying, 
and  for  how  much? 

The  answer  is:  Nobody.  At  least,  not 
for  now.  Despite  the  steady  drip  of  ru- 
mors and  frantic  jockeying  by  various 
players,  NBC  seems  no  closer  to  a  deal 
than  when  it  began  discussions  with 
Time  Warner  Inc.  and  other  companies 
weeks  ago.  Meanwhile,  Chairman  Laur- 
ence A.  Tisch's  insistence  on  a  high  price 
for  cbs  has  put  that  network  out  of 


reach  for  most  prospective  buyers.  So 
far,  the  great  Network  Shuffle  has  been 
all  talk,  no  walk.  And  some  of  the  partic- 
ipants look  downright  silly. 

Consider  Ted  Turner.  In  a  Sept.  27 
speech,  the  Atlanta  mogul  lived  up  to 
his  "Mouth  of  the  South"  sobriquet  by 
blasting  one  of  his  shareholders,  Time 
Warner,  for  thwarting  a  deal  to  buy 
NBC — likening  Time  Warner's  treatment 
of  him  to  female  genital  mutilation.  GE 
Chairman  John  F.  Welch  Jr.  says  the 
company  never  had  a  deal  with  Turner. 
And  bankers  familiar  with  ge's  current 
negotiations  with  Time  Warner  say  he 
is  not  a  factor.  In  fact,  some  executives 
suggest  that  Turner's  outburst  may 
only  make  network  owners  less  likely 
to  pursue  a  deal  with  him. 
QUESTION  OF  CONTROL.  Time  Warner 
remains  interested  in  buying  49%  of  N'BC 
for  roughly  $2.5  billion  in  cash  and  se- 
curities. But  its  talks  with  Welch  have 
bogged  down  over  issues  of  governance. 
Executives  familiar  with  the  negotia- 


tions say  Time  Warner  wants  to  ri 
age  the  network's  entertainment  op 
tions,  while  Welch  insists  on  contra 
all  aspects  of  nbc.  ge  is  also  unsati 
with  the  securities  portion  of 
Warner's  offer. 

The  logjam  illustrates  the  diffic 
of  pulling  off  a  network  deal.  Gov 
ment  regulations  bar  100%  owner; 
of  nbc  for  many  potential  buyers,  ai 
them  cable  operators  such  as  Time 
ner  and  Tele-Communications,  and 
anese-owned  studios  such  as  Sony 
mca.  ge  would  also  like  a  hefty  pre 
over  the  nbc's  book  value  of  $3.4  bil 
Obtaining  such  a  premium  while  kee 
51%  of  the  network  won't  be  e 
though.  "The  prices  are  very  high 
any  stretch  of  the  imagination," 
Michael  J.  Wolf,  partner  in  charge 
media  at  Booz,  Allen  &  Hamilton 
OFFICE  GOSSIP,  nbc  says  all  the  sp 
lation  about  imminent  deals  is  useful 
cause  it  reaffirms  the  intrinsic  wort 
the  networks.  "In  the  late  1980s, 
works  were  viewed  as  dinosaurs," 
nbc  President  Robert  C.  Wright, 
the  value  of  having  a  strong  nati 
distribution  system  has  been  vali 
ed."  At  least,  it  has  been  at  nbc — w. 
ratings  are  up  sharply  in  the  first 
weeks  of  the  1994-95  prime-time  sea 
(table),  nbc  News  is  on  a  roll,  with  Z> 
line  nbc  and  Today.  And  the  netwoi 
operating  income  should  increase 
60%  in  1994,  to  $425  million,  says  Ni 
olas  Heymann,  an  analyst  who  folk 
ge  at  Nat  West  Securities  Corp. 

Still,  there  are  downsides  to  Wek 
uncharacteristically  public  parading 
NBC.  Wright  acknowledges  that  the  r 
work's  employees  are  spending 
much  time  speculating  about  chan. 
in  ownership.  Similar  distractions  d* 
aged  Paramount  Pictures  Inc.  dur 
the  protracted  bidding  war  for  its  p 
ent  company. 

Given  Wall  Street's  fixation  with  i 
dia  properties,  Wright  says  the  fuss  o 
nbc  is  probably  unavoidable.  Perh 
it's  just  as  well  that  Larry  Tisch 
sists — publicly  at  least — that  he's 
trying  to  unload  cbs  right  now.  W 
this  messy  a  process,  one  seller  at  a  ti 
is  quite  enough. 

By  Mark  handler  in  New  York,  w 
Ronald  Grover  in  Los  Angeles 


The 

Network 
Shuffle 


NBC  Is  still  discussing  selling  a 
49%  stake  to  Time  Warner.  Talks 
to  sell  the  network  outright  to 
Disney  for  $5  billion  have  ended. 
Its  12.2  rating*  makes  it  No.  2  in 
this  season's  first  two  weeks. 


CBS  Scuttled  a  merger  with 
QVC  in  July.  Chairman  Larry 
Tisch  says  the  network  isn't  for 
sale,  and  CBS  denies  rumors  of 
talks  with  Disney.  With  a  weak 
11.7  rating,  it's  in  third  place. 


ABC  Just  named  Robert  Iger 
president.  The  top  network  this 
year,  with  a  12.4  rating,  it  has 
eschewed  any  big  deals  so  far. 

'Each  rating  point  represents  940,000  television 

households       DATA:  A  C.  NIELSEN  CO..  BUSINESS  WEB 


Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who've  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who've  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  lirst  homes. 
We're  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes, 
lo  help  people  most  in  need.  We're  opening  a  lot  of  doors. 


Showing  America  A  New  Way  Home." 


Top  of  the  News 
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COMMENTARY 


By  David  Greisins 


SPORTS  SALARY  CAPS:  ONE  SIZE  FITS  NOBODY 


So  this  is  the  golden  age  of 
sports  in  America.  In 
their  grab  for  all  the  cash 
they  can  cany,  owners  and 
players  have  killed  baseball's 
1994  World  Series.  They  have 
also  put  the  start  of  the  Na- 
tional Hockey  League  season 
on  ice.  And  now  they're  even 
threatening  to  create  the  first 
work  stoppage  in  the  history 
of  the  National  Basketball 
Assn. 

Blame  NBA  Commissioner 
David  J.  Stern  for  all  the 
trouble.  The  ultimate  sales- 
man. Stern  during  the  1980s 
convinced  sports  team  owners 
that  the  xba's  salary  cap  was 
responsible  for  basketball's 
remarkable  Lazarus  act.  Nev- 
er mind  Larry  Bird.  Magic- 
Johnson,  and  Michael  Jordan. 
In  Stern's  view,  the  cap  won 
the  dav.  It  ushered  in  an  era 


DATED?  - 


of  good  feeling  between  players  and 
owners  that  helped  eliminate  basket- 
ball's image  as  a  loser  sport.  Fran- 
chise values  jumped  from  S10  million 
to  S120  million.  "We  have  seen  the 
benefits  of  working  together."  says 
5:  err.. 

DUNCES.  It's  a  message  with  natural 
appeal  to  owners  in  all  sports:  Con- 
trol salaries,  and  watch  profits  sky- 
rocket. Sure  enough,  the  strategy 
has  been  cross-fertilized  to  the  far 
reaches  of  pro  sportsdom.  Chicago 
White  Sox  owner  Jerry  Reinsdorf. 
who  also  owns  the  NBA  Chicago 
Bulls,  was  a  prime  mover  behind 
baseball's  saiary-eap  proposal.  And 
the  xhl 's  proposed  luxury  tax"  on 
teams  with  payrolls  above  the  league 
standard  clearly  harks  back  to  Com- 
missioner Gary  Bettman's  days  tot- 
ing Stern's  briefcase.  "It's  as  if 
there's  an  outright  conspiracy  among 
the  owners  in  the  various  sports." 
says  Andrew  Zimbalist,  a  consultant 
to  the  baseball  players'  union. 

If  so.  it's  a  conspiracy  of  dunces. 
The  salary  cap  worked  once,  in  very 
exten  iating  circumstances:  It  saved 
basketball  when  basketball  was  mor- 
ibund. But  it's  not  even  working  in 
the  xba  anymore.  Teams  spend  more 
time  and  monev  circumventing  the 


cap  than  they  do  trying  to  fit  their 
payrolls  under  it.  And  NBA  players 
could  strike  this  year  to  force  the  cap 

Look  around,  and  there's  no  rea- 
son to  believe  caps  will  do  any  better 
in  other  sports.  Football's  cap  is  a 
disaster  in  its  first  full  season.  It 
created  a  refugee  class  of  unwanted, 
highly  paid  veteran  talent  during  the 
off  season.  Already,  football  pros  are 
talking  about  eliminating  the  device 
during  1999  contract  talks. 

Baseball's  union  has  sworn  to  stop 
the  cap  before  it  even  arrives.  Late 
in  their  talks  with  owners,  the  play- 
ers presented  a  plausible  plan  that 
would  have  "taxed"  teams  with  high 
payrolls  and  used  the  funds  to  subsi- 
dize weaker  clubs.  The  plan — similar 
to  Bettman's  current  xhl  proposal — 
would  have  helped  meet  two  major 
goals  of  baseball's  owners.  It  would 


"It's  as  if  there's  an 
outright  conspiracy 
among  the  owners  in 
various  sports" 


have  created  a  disincentive  I 
to  runaway  wages  and  a  fony 
of  revenue  sharing.  But  a 
controlling  group  of  hard- 
owners,  who  want  nothing 
less  than  an  outright  cap. 
jected  it  out  of  hand.  Good- 
bye, 1994  World  Series. 

Bettman,  at  least,  has  ac- 
cepted the  fact  that  a  plain 
old  cap  won't  fly  with  xhl 
players,  who  recognize  that, 
unchecked,  their  salaries 
rise  to  higher  levels  with  t* 
sport's  growth.  ^They  told 
from  the  start  that  a  cap 
would  be  unacceptable,  so 
we're  trying  something  else, 
he  says.  On  Oct.  5,  the  play- 
ers rejected  Bettman's  "luxu! 
ry  tax"  proposal  and 
promised  to  come  up  with  a 
proposal  of  their  own. 
dismal  season.  Owners 
want  caps  now  for  an  obvio 
reason.  By  structurally  limiting 
costs,  they  expect  to  capture  the  li- 
on's share  of  future  revenue  growth. 
"Everybody  figures  now's  the  time 
fix  wages  since  we're  on  the  eve  of  a 
major  expansion  of  American 
sports,"  says  xba  Players  Chief 
Charles  Grantham.  Hockey  now  has 
TV  exposure  and  popular  new  fran- 
chises. Basketball  is  moving  aggres- 
sively into  Canada  as  part  of  a 
broader  international  outreach.  The 
National  Football  League's  new 
$3.64  billion  television  contract  near 
ly  doubled  its  previous  deal.  And 
baseball,  when  it  returns,  could  re- 
build its  television  fortunes  after  a 
dismal  1994. 

Payroll  predictability  is  a  laudable 
goal.  What  employer  doesn't  want 
some  sort  of  cost  certainty?  But  it's 
owners,  not  players,  who  offer  mega 
contracts.  When  a  championship 
seems  within  sight,  owners  will 
throw  economics  out  the  window  and 
break  the  bank  to  win.  Caps  are  an 
effort  by  owners  to  create  self-disci- 
pline artificially.  They're  asking  the 
wrong  people  to  pay  the  price  of  ego 
run  amok. 

Greising  foUoics  sports 
from  Atlanta 


ddy  fought  in  the  war. 


The  Motorola  MicroTAC  Ultra  Lite'1* 
comes  from  a  long  line  of  heroes. 
Like  the  original  SCR  536  hand-held 
wireless  radio,  which  cut  our 
boys  loose  from  the  wires  of  war. 
Lives  depended  on  us  then.  Busy 
lives  depend  on  us  now.  Motorola. 
The  best-selling,  most-preferred 
cellular  phones  in  the  world. 


-6456  @.  Motorola  and  Ultra  Lne  are 
of  Motorola,  Inc  ©1994  Motorola.  Inc 


M)  MOTOROLA 


THE  FAST  LANE. 
At  highway  speeds,  variable-ratio 
power  steering  with  a  specially 
tuned  spool  valve  delivers  quick 
response  and  more  control. 


WASHBOARD  ROADS. 
Available  DeCarbon  mor,otube 
shocks  control  the  jitters  in  the 
manner  of  Camaro  and  Corvette 
for  a  smooth,  controlled  ride. 


HAIRPIN  CURVES. 
Front  and  rear  stabilizer  bars 
keep  you  in  control,  reducing  body 
lean  as  you  go  around  the  bend 
for  flatter  cornering. 


HOW  Joes  IT  KNOW? 

J%»W  CAN  OUR  EXCLUSIVE  DRIVER  CONTROL  SYSTEM  GIVE  YOU 
MORE  CONTROL  ON  ANY  ROAD,  UNDER  ANY  CONDITIONS?  TAKE  A  NEW 
CHEVY  BLAZER  FOR  A  TEST  DRIVE  AND  YOU'LL  KNOW. 


For  a  free  brochure  or  video  call  1-800-950-0540.  The  Chevrolet  Emblem.  Blazer,  Camaro  and  Corvette  are 


DOG  SLED  TRAILS. 
77res  specifically  tuned  for 
Blazer  give  you  improved  han- 
dling and  traction  in  all  kinds  of 
weather,  plus  a  quiet  ride 
on  all  kinds  of  roads. 


NO  ROADS  AT  ALL. 
Blazer  is  built  on  a  rigid  boxed 
frame  to  give  you  better  driving 
control,  maneuverability 
and  a  solid  feel. 


COUNTRY  LANES. 
<nd  generation  short-  and  long- 
SLA)  independent  front  suspen- 
moothes  out  the  rough  stuff  and 
*cks  the  edges  off  the  bumps. 


PANIC  STOPS  WITHOUT  THE  PANIC. 
Standard  4-wheel  anti-lock  brakes  give 
you  more  controlled  stops,  especially  where 
the  deer  and  the  antelope  play 


■    .  ■•>> 

;  m 


New  Blazer 
LIKEAROCK 


nd  Chevy  is  a  trademark  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 
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HIGH  TECH 


BRACING  FOR 
A  CHIP  DIP 

A  glut  in  DRAMs  could  put  a 
real  damper  on  profits 

■  s  the  chip  industry's  two-year  boom 
I  running  out  of  steam?  On  Oct.  3  and 
I  Oct.  4,  after  Advanced  Micro  Devic- 
es Inc.  announced  that  it  expects  weak- 
er-than-anticipated  fourth-quarter 
earnings,  U.  S.  chip  stocks  took  a  bat- 
tering. Intel  Corp.  fell  5.7%  in  the  two 
days,  to  58,  and  AMD  dropped  15.5%,  to 
25 VS.  Micron  Technology  Inc.,  already 
rocked  by  executive  defections,  fell 
10.5%,  to  30"/,  though  it  jumped  back  on 
Oct.  4.  Adding  to  the  jitters:  AMD's  bad 
news  came  just  days  after  influential 
market  watcher  G.  Dan  Hutcheson, 
president  of  VLSI  Research  Inc., 
shocked  the  industry  by  predicting  a 


5.6%  drop  in  chip  sales  for  1995  on  fears 
of  slowing  personal-computer  sales. 

There  is  more  .to  worry  Wall  Street. 
Price  wars  already  are  thinning  mar- 
gins for  microprocessor  makers  such 
as  Intel  and  AMD.  And  in  the  Far  East, 
a  growing  gang  of  giant  producers  of 
dynamic  random-access  memory  chips, 
or  drams,  may  be  overexpanding  pro- 
duction capacity.  That  could  knock  4- 
megabit  dram  prices  from 
$11  this  summer  to  $9.60  by 
yearend  (chart). 
JAPANESE  TACTICS.  Nobody 
expects  a  return  to  the  vio- 
lent price  swings  of  the 
1980s.  But  a  slowdown  will 
be  painful,  especially  for 
Asian  companies  that  have 
reaped  huge  profits  from  the 
prolonged  global  dram  short- 
age. Korea's  Samsung  Elec- 
tronics and  Japan's  Toshiba 
Corp.  are  both  set  to  double 
their  16-megabit  dram  pro- 
duction, xec  Corp.  also  is 
adding  new  lines.  By  1997, 


CHIPS  GET 
CHOPPED 


AVERAGE 
SELLING  PRICE 
4  MEGABIT  DRAM' 


 j  1 1 1 1 1 

'94  DEC 
EST. 


JAN. '93 
▲  DOLLARS 


'Include  prices  for  some 
1 6  megabit  DRAMS  divided  by  four 


DATA:  PATHFINDER  RESEARCH  WORLD 
SEMICONDUCTOR  TRADE  STATISTICS 


Korean  and  Japanese  monthly  capaH 
for  16-megabit  chips  will  approacMi 
million,  more  than  triple  the  curiS 
amount. 

Korea  is  driving  much  of  the  expBj 
sion.  Its  companies  seem  likely  to 
tate  Japan's  old  strategy  of  tradM 
profits  for  increased  market  shareM 
dramatically  expanding  even  as  prm| 
soften.  "We  want  to  be  in  a  positiouB 
lead  the  market,"  says  Kn 
Young-Ho,  DRAM  markemh 
manager  at  Samsung.  PB 
Taiwan  has  just  launcheH 
giant  government-bacjm 
dram  consortium. 

With  a  little  luck.lj 
course,  new  digital  produ] 
on  the  horizon  eventuz 
will  soak  up  much  of  the  : 
capacity.  But  in  the  mel 
time,  some  of  the  world's  [ 
chip  companies  could  be 
for  a  rough  ride. 

By  Larry  Holyoke  in 
kyo  and  Robert  D.  Hoj 
San  Francisco 


THE  COURT 


sion,  they  would  have  been  dead  meat" 
since  judges  rely  heavily  on  prior  rulings 
to  decide  current  cases. 

Solem's  outrage  is  spreading.  On  Oct. 
4,  the  Supreme  Court  heard  arguments 
about  whether  judges  should  be  allowed 
to  vacate  rulings  after  parties  settle 
their  disputes.  Proponents  of  so-called 
precedent-snuffing — including  the  fed- 
eral government — believe  the  proce- 
dure promotes  settlements  and  helps 
clear  judicial  dockets.  Opponents  say  it 
lets  big  players  rig  the  law  by  excising 
rulings  that  might  hurt  them  in  the  fu- 
ture. "It  allows  wealthy  institutional 
litigants  to  control  the  development  of 


RULINGS 
FOR  SALE? 

The  High  Court  weighs 
"precedent  snuffing" 

For  four  years,  Washington  (D.  C.) 
entrepreneur  Richard  Ray  Solem 
tried  to  hold  Century  21  Real  Es- 
tate Corp.  liable  for  a  business  venture 
that  went  bankrupt  after  he  bought  it 
from  Century  21  agents.  Solem 
searched  for  an  earlier  court  rul- 
ing to  bolster  his  fraud  suit — one 
holding  the  Irvine  (Calif.)  real  es- 
tate giant  responsible  for  the  ac- 
tions of  its  franchisees. 

He  thought  he  had  hit  pay  dirt 
when  he  turned  up  a  newspaper  ar- 
ticle describing  a  1993  case  that 
held  the  company  liable  for  race 
discrimination  by  its  agents.  But 
his  hopes  were  dashed  when  he 
learned  that,  after  settling  the  case 
for  an  undisclosed  sum,  Century  21 
and  the  plaintiff  had  asked  the 
judge  to  wipe  the  opinion  off  the 
books. 

"DEAD  MEAT."  Century  21's  coun- 
sel, Barry  A.  Zaslav,  denies  any  im- 
propriety. But  Solem,  who  lost  his 
case  in  June,  charges  that  "if  Cen- 
tury 21  hadn't  bought  off  that  deci-  SOLEM:  The  decision  he  relied  on  teas  withdraw 


the  law  by  buying  and  selling  judi 
opinions,"  says  Arthur  H.  Bryant,  e 
utive  director  of  Trial  Lawyers  for 
lie  Justice. 

The  case  before  the  Supreme  Co 
involves  Bonner  Mall  Partners 
which  owns  a  bankrupt  shopping  cen1 
near  rural  Sandpoint,  Idaho,  and  a  crJ 
itor,  U.  S.  Bancorp  Mortgage  Co.  U  P 
Bancorp  wants  the  justices  to  ore] 
Seattle's  U.  S.  Appeals  Court  to  wi 
draw  its  decision  regarding  Bonne 
Chapter  11  reorganization  plan,  wh 
put  the  bank  behind  equity  holders 
line  for  payouts.  The  parties  since  ha 
settled — but  U.  S.  Bancorp  is  worri  ^ 
that  the  ruling  might  hurt  it 
other  cases. 

Many  lawyers  find  U.S.  Bs 
corp's  request  troubling.  Th 
complain  that  insurers  too  oftj 
try  to  buy  off  plaintiffs  with  cu: 
settlements  to  eliminate  adve 
rulings.  "It's  an  astonishing 
nipulation  of  the  system,"  sa 
Manhattan  attorney  Eugene 
Anderson,  who  represents  holde 
of  such  insurance. 

Supporters  maintain  that  e 
punging  flawed  cases  prevents  b 
law  from  being  made.  But  clear 
bad  law  is  only  part  of  this  debaj 
The  other  aspect:  fairness  vs.  e 
ciency.  The  Court's  prickly  tas 
Deciding  which  of  the  two  it  v 
ues  more. 

By  Catherine  Ya 
in  Washingt 
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Mark  Russell 
San  Diego,  CA 


Dick  Smith 
Anchorage,  Al 


Meet  the  people  who  can 
build  you  a  network  across  the  hall 
or  across  the  country. 


ir  company's  locations  may  extend  across  thousands  of  miles.  But  ComputerLand 
link  them  together  as  easily  as  if  they  were  in  one  place.  Just  ask  these 
nputerLand  owners.  They  deliver  networking,  systems  maintenance  and  systems 
gration  to  the  largest  corporations  in  America.  And  the  smallest.  And  because  each  of 
■e  than  200  ComputerLand  locations  nationwide  is  locally  owned  and  operated,  you 
always  expect  personalized  service  from  a  committed  business  owner.  So  if  you 
d  a  computer  network  that  reaches  4,000  miles  —  or  even  four  feet  —  turn  to  the 
on's  oldest  and  most  established  network  of  computer  resellers.  Call  1  -800-893-6893 
ly  to  learn  more  about  how  ComputerLand  can  add  power  and  speed  to  your 
vork.  ComputerLand.  Where  business-    ^  m  ■ 

>usiness  means  person-to-person.  %tfVPai  ■BPVPTCrl  hCli  wSm 


(01994  Mensel  FAB.  Inc.  ComputerLand  Corporate  Offices:  5964  W.  Las  Positas  Blvd..  Pleasanton.  CA  94588 


Top  of  the  News 
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COMICS 


POW!  IMAGE 
IS  A  KNOCKOUT 

This  little  company  puts  out 
17  best-selling  comics 

News  flash  from  Kiddieland:  There's 
a  new  megaforce  in  town.  Action 
figures  based  on  Spawn,  a  hugely 
successful  comic  book  character,  recently 
went  into  national  distribution.  And  in 
mid-September,  cbs  Inc.  began  airing  a 
new  cartoon  series  based  on  the 
WildC.  A.  T.  S  comic  book  superheroes. 

That's  a  major  step  forward  for  Image 
Comics  Inc.,  the  unconventional  part- 
nership that  created  Spawn, 
WildC.  A.  T.  S,  and  other  characters. 
Formed  in  1992  by  seven  defectees  from 
Marvel  Entertainment  Group  Inc.,  Im- 
age has  biffed  and  baffed  rivals  ever 
since.  Getting  a  boost  from  speculative 
buying  that  drove  industry  sales  to  an 
all-time  high  of  about  $900  million  last 
year,  Image  now  has  17  of  comicdom's  50 
best-selling  titles.  And  through  Sep- 
tember, it  had  an  estimated  14.5%  of  the 
U.  S.  market,  third  to  DC  Comics  Inc.'s 
19%  and  Marvel's  33%. 
MOVIE  DEAL?  Image  succeeded  by  cod- 
dling its  artists.  Defying  tradition,  the 
privately  held  company's  artist-owners 
retain  all  rights  to  their  characters.  Oth- 
er innovations:  Each  founder  has  a  stu- 
dio in  the  city  of  his  choice.  Todd  Mc- 
Farlane,  33,  Spawn's  creator,  works  out 
of  Phoenix;  Jim  Lee,  30,  another 
founder,  is  based  in 
La  Jolla,  Calif.  A 
share  of  the  profits 
from  each  studio 
goes  to  support  a 
headquarters  in 
Anaheim,  Calif. 

Can  such  a  loose 
confederation  of 
artists  continue  to 
kick  sand  on  bigger 
rivals?  They'll  have 
to  weather  a  comic 
book  slump  first. 
Merrill  Lynch  &  Co.  analyst  Lauren  R. 
Fine  figures  industry  sales  will  fall  10%. 
or  more  this  year.  To  cope,  Image  is 
pushing  licensing  and  looking  for  a 
movie  deal  for  Spawn.  And  analysts  fig- 
ure some  of  these  efforts  could  hit  it 
big.  After  all.  Image's  founders  have 
done  pretty  well  so  far  for  guys  with  no 
superpowers. 

By  Paul  Bennett  in  New  York 


TODD  McFARLANE 


BIG  SCREEN,  LITTLE 
SCREEN:  Universal's  St 
Fighter  boasts  top-fligh 
special  effects — and 
Damme — to  cash  in 
video  game's  cachet 


7/A 


HOLLYWOOD 

RAIDERS  OF  THE 
VIDEO  ARCADE 

You've  played  the  game.  Now 
Tinseltown  is  putting  it  on  film 

Hollywood  for  years  has  cast  a  wist- 
ful eye  on  all  the  quartei"-toting 
teenagers  whiling  away  their  week- 
ends in  video  arcades  instead  of  movie 
palaces.  At  first,  it  tried  to  co-opt  the 
kids  by  licensing  off  blockbuster  titles  so 
developers  could  make  Nintendo  and 
Sega  games  from  them.  That  didn't 
work  out  very  well.  Now,  Tinseltown 
thinks  it  has  a  better  idea:  bring  the 
best-selling  arcade  games  directly  to 
the  silver  screen. 

When  Gramercy  Pictures  releases 
Double  Dragon  on  Nov.  4,  it  will  be  the 
first  in  a  battalion  of  upcoming  movies 
adapted  from  computer  and  video 
games.  Street  Fighter,  from  Universal 
Pictures,  will  follow  just  before  Christ- 
mas, and  New  Line  Cinema  Corp.'s  Mor- 
tal Kombat,  based  on  the  grisly,  phe- 
nomenally successful  fighting  game,  is 
scheduled  for  release  next  April.  Also  on 
the  horizon:  movies  based  on  Doom, 
Myst,  King's  Quest,  and  Leisure  Suit 
Larry.  (The  latter  documents  a  quixot- 
ic ne'er-do-well  in  his  endless  quest  to 
pick  up  girls.) 

ARRIVEDERCI  MARIO.  Hollywood's  aim, 
of  course,  is  to  tap  into  the  $7  billion 
that  Americans  pour  into  arcade  games 
each  year — and  the  $6  billion  they  spend 
on  home  versions  for  Nintendo  and  Sega 
game  machines.  Combined,  it's  a  mar- 
ket nearly  214  times  the  size  of  the  $5 
billion  movie  box  office.  "These  are  big 
opportunities,"  says  Larry  Kasanoff, 
who's  producing  Mortal  Kombat  for 
New  Line. 

Like  other  knockoffs,  moreover, 
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game-theme  movies  come  complete 
a  ready-made  audience.  Japan's  Cap 
Co.  has  sold  12  million  copies  of 
Street  Fighter  games  worldwide 
figures  that  25  million  Americans  h 
played  the  games  at  home  or  in  area 
Given  that  following,  Capcom  figun 
can  at  least  break  even  on  its  $40  mi! 
movie  investment.  Profits  aren't 
sured,  though:  After  all,  Walt  Dis 
Co.'s  Super  Mario  Bros.,  which 
based  on  the  best-selling  video-garm 
ries  ever,  bombed  at  the  box  office 
summer. 

GORY  GORO.  So  why  does  Hollyw 
think  it  can  knock  'em  dead  this  t 
around?  For  one  thing,  the  produd 
lots  of  the  new  flicks  are  drawing  s< 
of  the  town's  biggest  names.  The  mc 
version  of  Doom,  the  popular  compi 
game,  will  be  directed  for  Universa 
Ivan  Reitman,  who  did  Ghost  busters 
Kindergarten  Cop.  Street  Fighter  st 
Belgian  martial  artist  Jean-Claude 
Damme,  who  now  pulls  down  nearly 
million  a  picture.  The  movie  was  writ 
and  directed  by  Steven  de  Souza, 
helped  pen  the  two  Die  Hard  mo\ 
and  The  Flintstones. 

The  $36  million  Mortal  Kombat  d 
not  have  big  stars,  but  Kasanoff 
signed  on  Hollywood's  priciest  tech 
talent,  veterans  of  such  films  as  Ter 
nator  2,  Alien,  and  Cliffhanger.  Spe 
effects  include  the  fearsome,  four-arr 
Shokan  Prince  Goro,  perhaps  the  m 
advanced  mechanical  creature  Ho 
wood  has  ever  made. 

The  game  makers,  too,  figure  that ' 
multimedia  marriage  will  work.  "W 
we  gained  in  the  production  of  the  mo 
is  the  knowledge  and  experience  t 
Capcom  needs  to  make  video  games 
the  future,"  says  Kenzo  Tsujimoto,  C 
corn's  president.  Capcom  already  I 
transplanted  sets  and  scenes  from 
movie  into  its  next  project.  It's  due  n< 
spring.  The  title:  Street  Fighter  I 
The  Movie  Game. 

By  Larry  Armstrong  in  Los  Angel 
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In  Business  This  Week 


HEADLINER 


EDITED  BY  KEITH  H.  HAMMONDS 


A  HEALTH-CARE  GIANT 
KEEPS  GROWING 

YOU'D  THINK  RICK  SCOTT,  THE 

41-year-old  ceo  of  Colum- 
bia/HCA Healthcare,  would 
slack  off  after  engineering 
three  big  mergers  in  little 
over  a  year — and,  in  the  pro- 
cess, turning  Columbia  into 
the  $10  billion  giant  of  the 
hospital  industry.  Yet  there 
he  was  on  Oct.  4,  swallowing 
one  more  chain — Nashville- 
based  HealthTrust — for  stock 
worth  about  $3.6  billion.  The 
purchase  adds  116  hospitals, 
most  of  them  outside  urban 
areas,  to  Columbia's  195.  The 
move  particularly  strength- 
ens Columbia's  presence  in 
Florida,  Texas,  and  Tennes- 
see. And  Scott  sees  more 
growth  ahead.  "We're  going 


CLOSING  BELL 


HOG  HEAVEN 

A  holiday  ham  soon  could  cost 
less  than  after-dinner  coffee: 
Hog  prices  have  plunged  29% 
since  January,  and  there's  no 
bottom  in  sight.  The  slide 
started  early  this  year  on  esti- 
mates of  an  unusually  large 
herd.  Farmers  kept  their  pigs 
from  slaughter,  hoping  prices 
would  firm.  But  the  animals 
only  got  porkier,  running  five 
pounds  heavier  than  last  year, 
driving  prices  lower.  Bulging 
supplies  of  hogs  and  cattle 
have  boosted  profits  for  such 
processors  as  ConAgra,  Car- 
gill,  and  IBP.  "It's  hog  heaven 
for  middlemen,"  says  livestock 
analyst  Thomas  Morgan. 
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to  be  full-service  providers  in 
every  market  we're  in,"  he 
says. 

THE  PENTAGON'S 
HIGH-TECH  OUTREACH 

IN  A  POST-COLD- WAR  WORLD,  A 

downsized  U.  S.  military  can 
no  longer  support  a  vast  de- 
fense industry.  That's  why,  on 
Oct.  5,  the  Pentagon  an- 
nounced a  new  "science  and 
technology  strategy."  Its  cen- 
terpiece: the  notion  that  much 
of  the  military's  technology 
should  come  from  the  com- 
mercial sector.  The  plan  sin- 
gles out  key  areas  for  special 
support.  Success  in  future 
battles,  it  says,  will  depend 
on  a  vast  array  of  sensors, 
communications  networks, 
fiat-panel  displays,  and  other 
technologies  that  feed  data  to 
individual  soldiers — and  to 
precision  strike  weapons. 

THAT'S  A  LOT  OF 
FRIENDS  AND  FAMILY 

THIS  EXPLAINS  THOSE  CALLS 

to  Abu  Dhabi.  The  Secret 
Service  announced  on  Oct.  3 
that  it  had  arrested  an  MCI 
Communications  switch  tech- 
nician for  masterminding 
what  it  says  was  one  of 
i>:i'yi-<:  phone  seam.-  in  I '.  S. 
history.  The  feds  allege  that 
James  Lay  used  a  home- 
brewed computer  program  to 
divert  and  hold  calling-card 
numbers  from  several  carriers 
that  send  calls  through  mci 
equipment.  Lay  couldn't  be 
reached  for  comment,  but  the 
feds  say  he  helped  capture 
60,000  numbers  that  were 
used  to  rack  up  more  than  $50 
million  in  illegal  calls. 

THIS  DRUGMAKER 
WANNABE  WON'T  BE 

CARTER-WALLACE  HAS  ABORT- 
ed  its  diversification  from  de- 
odorants and  condoms  into 
pharmaceuticals.  On  Oct.  4, 
the  company  said  it  would  cut 


A  WIDER  ORBIT  FOR  SATURN'S  LeFAUVE 


After  years  of  bragging 
about  Saturn's  success, 
General  Motors  on  Oct.  4 
handed  a  big  promotion  to 
one  of  its  key  architects. 
Richard  "Skip"  Le- 
Fauve,  Saturn's 
president  since 
1986,  will  head  a 
new  group  in 
charge  of  gm's 
domestic  small- 
car  operations. 
LeFauve,  59,  will 
also  run  Saturn. 

Saturn  devotees  fear  the 
move  will  curb  the  upstart 
division's  independence.  "It 
could  mean  that  gm  ends 
up  swallowing  Saturn," 
says  Michael  Bennett,  head 
of  Saturn's  United  Auto 
Workers  local.  Not  so,  says 
ceo  Jack  Smith:  "Saturn 
has  been  extremely  suc- 


cessful. We  don't  want  to 
mess  with  that." 

What  Smith  does  want : 
to  boost  Saturn's  shaky 
profitability  by  sharing| 
more  components, 
engineering,  and  I 
purchasing  clou] 
with  other  GM 
small  cars — a 
segment  where 
^  profits  are  razoj 

thin.  LeFauve 
says  Saturn's  closj 
er  link  will  help  it 
draw  on  gm  for  technology| 
such  as  right-hand  drive, 
airbags,  and  other  areas. 
"We  want  to  take  advan- 
tage of  being  part  of  gm," 
LeFauve  says.  His  chal- 
lenge: to  do  so  without 
jeopardizing  what  made 
Saturn  a  success. 

By  Katie  Kerwil 


630  jobs,  most  of  them  in  drug 
research  and  sales,  in  the 
wake  of  regulatory  limits  on 
its  once-promising  epilepsy 
drug,  Felbatol.  The  drug,  used 
at  one  point  by  some  100,000 
people,  has  been  linked  to  six 
deaths  since  marketing  began 
last  September.  Carter- Wal- 
lace had  counted  on  Felbatol 
to  boost  profits  in  the  face  of 
flat  demand  for  its  Trojan  con- 
doms and  a  crowded  market 
for  its  Arrid  deodorant.  Now, 
it  will  continue  to  sell  Felbatol, 
but  only  to  patients  for  whom 
there  are  no  alternatives.  It 
will  manage  research  on  two 
other  drugs — asthma  and  sep- 
sis treatments — through  out- 
side scientists. 


A  BIT  OF  LIFT  FOR 
PANAM'S  PENSIONS 

THE  GOVERNMENT'S  LARGEST- 

ever  pension  bailout  has  be- 
come a  bit  less  costly.  On  Oct. 
3,  the  Pension  Benefit  Guar- 
anty Corp.,  the  federal  agen- 


cy that  insures  conventio: 
pension  plans,  won  $115 
lion  from  the  estate  of  ba: 
rupt  Pan  Am.  The  funds 
cover  one-sixth  of  the  $' 
million  bailout,  with  t 
PBGC's  insurance  fund  pickij 
up  the  rest.  The  benefits 
go  to  37,000  workers  and 
tirees  of  the  airline,  whi 
folded  its  wings  in  1991.  B 
some  2,000  pilots  and  3 
flight  engineers  won't  get  f 
pensions  because  Pan  A 
promised  benefits  in  excess 
the  PBGC's  insurance  limi 

ETCETERA... 


■  American  Express  will 
as  many  as  6,000  jobs  from 
travel  services  unit. 

■  More  pain  on  Wall  Stre 
Goldman  Sachs  is  mulling  la 
offs  of  5%  of  its  staff. 

■  IBM  drafted  a  new  huma 
resources  chief,  U  S  West  e 
ecutive  Thomas  Bouchar 

■  Reed  Elsevier  will  bi 
Mead  Data  Central,  owner 
Lexis/Nexis,  for  $1.5  billic 
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mmm  he  Corporate  Line  of 

S    highly  productive  high/  \: 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ent  handling  and  finishing  capa- 
cities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  yoi. 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


anon 


It  used  to  take  14  hours  for  Landis& 
Gyr engineers  in  Chicago  to  meet 
with  colleagues  in 
Zuii,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  w  ill  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place  " 

Find  out  how  we  can  help  your  business 
do  more  business.  Call  1-800-598-5000. 


Ever  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger. 


Director 

Information  Systems 
Landis  &  Gyr 


REAL  BUSINESS      REAL  PROBLEM      REAL  SOLUTION 


Landis  &  (Jyr 
I  iuilding  <  lontrols 


Engineers  dispersed  around 
the  world 


Real-time  meetings  via 
global  videoconferencing 


REAL  RESULTS 

Better  teamwork, 
better  ideas,  better  sales 


Sprint 

Business 


©1994  Sprint  Communications  Company  L  P 
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IE  NEW  CIA: 
iPY-FOR  BUSINESS 


ce  they  were  likened  to  the  dashing  James  Bond.  Now, 
.merica's  spies  are  vilified  as  bumbling  incompetents, 
hree  years  after  the  Soviet  Union's  demise,  the  Central 
igence  Agency  and  its  sister  spook  agencies  are  under 
ng  pressure  to  justify  their  $28  billion-a-year  budget, 
ile  Congress  fumes  over  a  string  of  glaring  CIA  lapses,  the 
and-dagger  crowd  thinks  salvation  lies  in  beefing  up  an 
y  backwater:  economic  intelligence.  For  now,  that  new 
s  being  overshadowed  by  juicy  scandals — the  unmasking 
veteran  Aldrich  H.  Ames  as  a  Moscow 
sex-bias  charges  by  female  agents,  disclo- 
f  a  secret  fund  to  build  a  $350  million  spy- 
te  headquarters,  and  cries  for  cia  Director 
nes  Woolsey's  head. 

amid  all  the  furor,  U.  S.  intelligence  agen- 
re  bent  on  helping  Corporate  America 
i  the  economic  battlefield.  Since  last  year, 
ice-aloof  spy  establishment  has  eagerly 
sd  out  sector-by-sector  economic  analyses 
ssia  and  other  emerging  markets  for  the 
lerce  Dept.  A  daily  cia  tip  sheet  tailored 
National  Economic  Council's  priorities 
the  NEC  abreast  of  doings  abroad  that  af- 
s  agenda.  For  example,  during  the  just- 
ided  trade  talks  with  Japan,  the  news 
tracked  Japanese  political  reform  moves 
S.  negotiators.  Intelligence  agencies  "are 
;ely  more  user-friendly  than  before,"  says  ~ 
official.  "They're  always  eager  to  help  us." 
NOT  WANTED.  Despite  its  fumbles,  the  cia  is  no  fool, 
g  on  an  economic  role  could  preserve  the  agency's  bud- 
et  remaking  itself  won't  be  enough  to  spare  the  agen- 
m  cuts  in  a  less-threatening  world.  What's  more,  U.  S. 
5ss  doesn't  seem  to  want  the  help.  Executives  distrust 
y  economic  analysis,  and,  notes  Glastonbury  (Conn.) 
cement  consultant  Jan  P.  Herring:  "Companies  don't 
the  government  to  spy  for  them." 


WOOLSEY:  Under  fire 


Even  so,  the  cia  can  fill  a  vacuum.  White  House  staff  short- 
ages and  State  Dept.  budget  cutbacks  have  forced  the  Admin- 
istration to  turn  to  the  cia  for  statistics  and  analyses  at  a  time 
when  President  Clinton  is  making  international  economics  a 
top  priority.  Just  how  good  the  cia  is  at  reading  economic  tea 
leaves  is  an  open  question,  however.  It  correctly  forecast  a 
slowdown  in  Russian  oil  output  in  the  1970s  and  a  Third 
World  debt  crisis  in  the  1980s.  But  it  vastly  overestimated  the 
strength  of  the  Soviet  economy. 

GLOBAL  CHEATS.  To  bolster  its  credibility  in  eco- 
nomic intelligence,  the  cia  is  ferreting  out  com- 
mercial spying  and  unfair  business  practices  by 
foreign  governments  and  companies  that  hurt 
U.  S.  business.  Last  year,  the  agency  says,  it  un- 
covered 51  such  cases  involving  competition  for 
contracts  worth  $28  billion.  Not  to  be  outdone, 
the  National  Security  Agency,  the  nation's  eaves- 
dropping arm,  has  produced  evidence  that  Jap- 
anese and  German  companies  violated  interna- 
tional sanctions  against  Iraq. 

While  Administration  economic  policymak- 
ers welcome  the  assist,  there  are  limits  to  what 
the  intelligence  community  can  do  to  advance 
U.  S.  competitiveness.  For  example,  there's  no 
support  to  lift  a  longstanding  ban  on  stealing 
foreign  trade  secrets,  even  though  foreign 
spook  services  routinely  spy  for  their  coun- 
"  tries'  commercial  advantage. 
Despite  the  legal  barriers  and  lack  of  business  support,  a 
good  case  can  be  made  for  consolidating  global  economic-in- 
telligence gathering  within  an  independent  agency  that  isn't 
using  the  information  to  make  policy.  The  cia  fits  the  bill. 
Besides,  clandestine  means  are  often  the  only  way  to  thwart 
industrial  espionage  against  U.  S.  companies.  So  even  if  the 
idea  of  a  nerdy  James  Bond  lacks  sex  appeal,  it  might  re- 
store some  luster  to  the  agency's  tarnished  image. 

By  Amy  Borrus 


CAPITAL  WRAPUP 


CHINA 


saring  television  images  of  himself 
jling  with  China's  dictators,  Presi- 

Clinton  has  decided  to  rebuff  en- 
ties  from  Beijing  to  make  an  offi- 
visit  in  November  after  his  trip  to 
mesia  for  a  summit  of  the  Asian 
fic  Economic  Coordination  forum. 
White  House  had  hoped  that  im- 
red  relations  would  make  it  pos- 
s  for  Clinton  to  call  on  Chinese 
sident  Jiang  Zemin.  Indeed,  on 

4,  China  finally  agreed  to  U.  S. 
ands  to  stop  transferring  missile 


technology  to  Pakistan.  But  U.  S.  offi- 
cials still  believe  that  a  visit  would 
spark  a  political  flap  at  home  because 
of  China's  refusal  to  make  progress  on 
human  rights.  So  far,  Clinton's  only 
side  trip  will  be  to  the  Philippines. 

TAXES 

►  The  next  Washington  rallying  point 
for  high-tech  companies  will  be  mak- 
ing the  research  and  development  tax 
credit  permanent.  With  the  credit  set 
to  expire  in  June,  businesses  such  as 
biotech  giant  Genentech  Inc.  are  gear- 


ing up  a  major  lobbying  effort.  They're 
counting  on  strong  support  from  Pres- 
ident Clinton  because  high-tech  com- 
panies are  important  to  his  industrial- 
policy  strategy — not  to  mention  his 
political  fortunes  in  the  key  state  of 
California.  But  there  could  be  a  battle 
looming  for  the  techies  next  year.  Con- 
gressional Republicans  are  vowing  to 
cut  taxes  if  they  capture  the  House 
this  fall,  and  Clinton  may  back  a  mid- 
dle-class tax  cut  to  revive  his  sagging 
Presidency.  The  industry  wants  to 
make  sure  the  r&d  tax  credit  isn't 
sacrificed. 
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FINALLY,  GERMANY  IS 
PARING  THE  FAT 

Global  pressures  force  industry  to  get  into  shape 


Reunification  sent  little  cph  Chemie 
on  a  scary  roller-coaster  ride.  Like 
thousands  of  other  German  compa- 
nies, the  adhesives  maker  in  the  gritty 
western  industrial  town  of  Essen  saw 
its  fortunes  soar — only  to  drop  sicken- 
ingly  when  the  German  mark  went  sky- 
high.  Key  markets  evaporated,  and  sales 
dried  up.  Two  years  ago,  the  $15  million 
company  looked  like  a  holdover  from 
another  era. 

Owner  Gerwin  U.  Schiittpelz  decided 
to  fight  back.  To  U.  S.  business  school 
graduates,  his  approach  might  seem  ob- 
vious, but  for  a  German  company,  it  was 
close  to  revolutionary,  cph  cut  overhead 


A  FITTER  LUFTHANSA:  Figh 


g  a  fare  « 


by  computerizing  the  back  office,  auto- 
mating whatever  it  could,  and  investing 
in  quality  improvements.  The  boss  talked 
employees  into  working  on  Saturdays. 
Costs  came  down  by  20%  on  key  lines. 
"We  had  become  very  fat — and  arrogant 
about  our  markets,"  Schiittpelz  recalls. 
"DRAMATIC."  That  startling  admission 
is  being  made  all  across  Germany's  in- 
dustrial heartland.  From  the  small  and 
midsize  Mittelstand  companies  to  such 
giants  as  Daimler  Benz,  industry  has 
shed  workers,  slashed  costs,  and  moved 
production  abroad.  Just  five  years  after 
the  collapse  of  the  Berlin  Wall,  the  self- 
satisfied  bloat  that  was  German  industry 
is  looking  leaner  and  meaner. 

Of  course,  Europe's  economic  recov- 
ery has  helped.  Thanks  largely  to  boom- 
ing export  markets,  real  growth  in  gross 
domestic  product  is  forecast  at  2.5%  or 


better  for  1994,  with  inflation  at  3%  and 
falling.  Still,  German  companies,  coming 
late  to  an  idea  that  their  counterparts  in 
other  countries  recognized  long  ago,  have 
finally  gotten  serious  about  restructuring 
the  heart  of  the  economy. 

Manufacturing  productivity  is  up  10% 
over  1993.  And  earnings  at  Germany's 
30  biggest  companies  are  forecast  to 
vault  84%  this  year.  Star  performers, 
such  as  Munich-based  auto  maker  bmw, 
are  adding  extra  shifts  and  hiring  new 
workers.  "The  change  in  the  past  year  is 
dramatic,"  says  Hans-Olaf  Henkel,  chair- 
man of  IBM  Europe  and  soon  to  be  pres- 
ident of  the  bdi  Federation  of  German 
Industry,  the  top  business  lobby. 

Business'  mood  represents  a  180° 
reversal  from  the  gloom  that 
gripped  Germany  just  a  few  months 
ago.  Then,  the  problems  of  financing 
eastern  Germany  seemed  insuper- 
able. Half  of  the  East's  GDP — more 
than  $100  billion — came  straight 
from  Bonn's  coffers.  Business  bank- 
ruptcies ballooned  to  record  levels, 
and  1  million  jobs  disappeared  in  a 
year — a  third  of  those  created  in 
the  past  decade.  Debate  raged  over 
ar  whether  Standort  Deutschland,  or 
"Germany  as  a  place  to  do  busi- 
ness," had  any  future. 

But  beginning  early  last  year,  Chan- 
cellor Helmut  Kohl  used  the  sense  of 
crisis  as  a  lever  to  restart  a  stalled  re- 
form program.  He  lined  up  state-con- 
trolled airline  Lufthansa  and  phone  com- 
pany Deutsche  Bundespost  Telekom  for 
privatization.  This  year  the  government 
trimmed  welfare  payments  by  3%  and 
made  other  long-overdue  changes,  such 
as  allowing  private  employment  agen- 
cies to  compete  with  the  Federal  Em- 
ployment Office. 

Now,  the  challenge  is  to  keep  up  the 
makeover  momentum  as  the  good  times 
begin  to  roll.  Already,  business  leaders 
are  cautioning  against  euphoria.  They 
worry  that  although  the  recently  ended 
recession  was  deep,  it  wasn't  long 
enough  for  companies  to  make  them- 
selves globally  competitive.  "I  don't 


know  a  single  company  that  has  finish 
the  restructuring  process,"  says  Bern 
Pischetsrieder,  chief  executive  of  bmv 
McKinsey  &  Co.  figures  the  German? 
need  years  of  double-digit  productivity 
growth  to  catch  up.  Warns  McKinsey 
German  president,  Herbert  Henzle: 
"The  bulk  of  the  adjustment  is  sti 
ahead  of  us." 

That's  not  to  detract  from  the  gains  a 
ready  scored.  Indeed,  Kohl  hopes  th 
economic  upswing  will  be  enough  to  cat 
ry  him  to  a  fourth  term  in  Germany 
Oct.  16  federal  elections.  His  Christia. 
Democratic  Union  (CDU)  party  has  pulle 
about  five  percentage  points  ahead 


GERMANY 

Recovery  has  slowed  the  st 
climb  of  unemployment,  bu 
more  layoffs  lie  ahead.  Unit 
productivity  keeps  improvii 
competitiveness  will  fall 
behind  again. 

DATA:  FEDERAL  STATISTICS  OFFICE,  C0MMERZBANK 
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E  STUMP:  If  Kohl's  party  falls  short  of  a  clear  mandate,  reform  could  stall 


'position  Social  Democratic  Party 
n  the  polls. 

^ohl  can  maintain  his  grip  on  pow- 
ne  optimists  are  even  expecting  a 
1  Wirtschaftswunder  in  Germany — 
iat  of  the  "economic  miracle"  that 
Germany  an  industrial  juggernaut 
1950s  and  1960s.  Radical  restruc- 
has  become  possible  now  because 
'-year-old  social  contract  between 
xy,  government,  and  labor  in  Ger- 
is  developing  cracks.  Reunification 
^d  business  to  challenge  practices 
arved  in  stone.  In  eastern  Germa- 


ny, companies  have  refused  to  join  em- 
ployers' federations  that  negotiate  with 
unions.  That  way,  they  escape  binding 
national  labor  agreements  covering  whole 
industries  and  can  concentrate  on  individ- 
ual company  bargaining.  In  the  West, 
IBM  Deutschland  effectively  took  all  non- 
production  workers  out  of  the  IG  Metall 
contract  for  the  same  reason.  And  now 
hundreds  of  Mittelstand  companies  are 
doing  the  same. 

Some  of  what's  happening,  says  Walter 
Riester,  deputy  leader  of  IG  Metall,  "goes 
to  the  heart  of  the  social  consensus  and 


German  industry  is  not 
globally  competitive 
yet:  "The  bulk  of  the 
adjustment  is  still 
ahead  of  us,"  warns 
the  head  of  McKinsey's 
German  unit 

labor  relations  in  Germany."  Watching 
the  bottom  line,  companies  no  longer  act 
with  their  former  knee-jerk  generosity. 
Digital  Equipment  Corp.'s  German  sub- 
sidiary changed  its  mind  about  offering 
$103,000  apiece  to  laid-off  employees,  de- 
ciding such  payments  would  have  been 
too  costly.  Fearing  even  steeper  job  loss- 
es, workers  have  become  more  flexible. 
The  chemical  workers'  union,  IG  Chemie, 
has  made  an  unprecedented  concession 
by  agreeing  that  employers  could  hire 
young  workers  and  long-term  unem- 
ployed at  90%  of  union  scale. 
EXPORTING  JOBS.  Widespread  pay  re- 
straint helped  cut  unit  labor  costs  in  in- 
dustry by  6%  last  year  and  may  have 
opened  a  negotiating  wedge  for  employ- 
ers. Ultimately,  a  quarter  of  BMW  em- 
ployees' salaries  could  become  variable. 
Employers  are  urging  two  to  three 
years'  more  moderation  at  least,  lest 
cost  pressures  force  even  faster  layoffs 
despite  the  recovery. 

The  stick  prodding  workers  to  change 
is  the  same  one  propelling  management: 
global  competition.  "The  German  work- 
er is  now  directly  competing  with  the 
Russian,  Polish,  Chinese,  or  Malaysian 
worker,"  says  Meinhard  Miegel,  head  of 
the  Bonn-based  Institute  for  Economics 
&  Society. 

Industry  is  increasingly  moving  pro- 
duction of  low-profit  items  with  heavy 
labor  content  out  of  Germany  while  keep- 
ing high-tech  products  at  home.  Han- 


THE  ECONOMY  REVIVES  AND  EXPORTS  BOOM  JOBLESS  RATES  LEVEL  OFF 
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HANGE  A  PERCENT  CHANGE  ▲MILLIONS    EST.   
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over-based  tiremaker  Continental  bought 
control  of  a  Czech  tiremaker  and  moved 
production  of  standard  tires  there.  Auto 
parts  maker  Bosch  has  shifted  headlight 
production  to  Malaysia,  while  Daimler's 
AEG  unit  has  casings  for  giant  electrical 
transformers  made  in  Turkey.  Luxury 
carmakers  BMW  and  Mercedes-Benz  are 
both  building  plants  in  the  U.S.,  where 
potential  efficiency  gains  are  enormous. 
An  example:  BMW's  Spartanburg  (S.  C.) 
plant,  just  started  up,  will  turn  out 
100,(100  cars  a  year  with  2,000  workers. 
Back  home  in  Regensburg,  it  takes  6,000 
people  to  make  150,000  units. 

In  some  industries,  such  as  textiles 
and  apparel,  jobs  are  being  exported  on 
a  massive  scale.  In  the  past  five  years, 
more  than  a  third  of  garment  produc- 
tion has  left  Germany.  "It's  not  impor- 

\      1  ' 


many  such  changes  will  require  tough- 
minded  legislation.  Kohl  has  made  some 
progress.  Since  the  government  bit  the 
bullet  over  selling  off  Lufthansa,  for  in- 
stance, the  airline  has  slimmed  down,  re- 
turned to  profits,  and  launched  a  fero- 
cious fare  war  with  interlopers  such  as 
British  Airways  PLC. 

But  many  observers  fear  the  elections 
will  produce  a  "Grand  Coalition,"  a  cum- 
bersome cdu/spd  alliance  in  the  Bundes- 
tag. The  danger  is  that  much  needed  re- 
forms of  everything  from  the  tax  system 
to  social  security  could  be  put  on  hold  as 
the  unwieldy  coalition  labors  to  work  out 
a  government  program.  The  two  parties 
have  widely  different  approaches.  For 
example,  while  the  Socialists  think  that 
government,  labor,  and  companies  need 
to  hammer  out  a  job-creation  program, 


covering  everything  from  shoppijgi 
hours  to  building  permits  and  biotJj 
research,  protects  the  status  quo.  Coij 
plains  McKinsey's  Henzler:  "We  dolij 
have  the  Bill  Gateses  of  this  world  ■ 
role  models  in  this  country." 
SOFTWARE  GIANTS.  But  that  is  startil. 
to  change.  Take  Rolf  Geisen,  co-managij 
director  of  Aachen-based  Parsytec, 
eight-year-old  supercomputer  starti! 
Geisen  helped  organize  a  Sept.  30  cm 
gress  of  50  high-tech  companies  in  Aail 
en  to  inspire  others  to  stop  griping  a|> 
catch  the  entrepreneurial  spirit.  "We  St' 
only  change  the  world  if  we  each  stm 
doing  something  ourselves,"  he  sa;'. 

Both  the  U.  S.  and  Japan  lead  G| 
many  in  patent  filings,  a  rough  gaujf 
of  inventiveness.  But  it  already  has  tm 
software  giants,  sap  and  Softwais 


SIEMENS'  STRIDES:  It's  regaining  ground  in  chip  technology  and  expanding  abroad 


tant  where  you  produce,"  says  Konrad 
Jud,  chief  executive  of  Ingolstadt-based 
Baumler,  a  clothing  maker  that  does  30% 
of  its  production  in  Hungary.  "The  price 
is  important." 

unwieldy  coalition.  Asia  is  also  a  huge 
magnet.  Chemicals  company  Bayer  is  in- 
vesting $200  million  in  half  a  dozen  ven- 
tures in  China,  including  plants  to  make 
film  and  engineering  plastics.  Similarly, 
electronics  giant  Siemens  this  summer 
earmarked  more  than  $500  million  for  15 
Chinese  joint  ventures,  from  power 
plants  to  personal-computer  assembly. 
Meanwhile,  Volkswagen,  already  a  major 
auto  producer  in  China,  is  considering  a 
move  into  India. 

Besides  cutting  labor  costs,  German 
business  still  needs  to  push  for  regula- 
tory changes — allowing  more  flexible 
working  hours,  for  instance,  and  more 
freedom  to  offer  discounts.  Trouble  is. 


Kohl  and  his  allies  are  promising  to  ex- 
tract government  from  the  economy — 
slimming  down  the  state  just  as  the  pri- 
vate sector  has  begun  its  diet. 

Arguably,  Germany's  wide  social-wel- 
fare net,  covering  everything  from  child 
allowances  to  health  care  and  retire- 
ment pensions,  should  be  the  next  can- 
didate for  downsizing.  It  swallows  a 
staggering  one-third  of  the  national  in- 
come. When  items  such  as  vacation  pay 
and  supplementary  pensions  are  fac- 
tored in,  fringe  benefits  cost  nearly  as 
much  as  gross  wages.  Total  costs  per 
worker  per  hour  are  estimated  at  $25, 
compared  with  $16.50  in  Japan  and 
$15.50  in  the  U.  S. 

Business,  too,  needs  a  continued 
shakeup.  For  many,  the  comfortable 
days  of  old  have  created  a  deep  aver- 
sion to  risk-taking.  Venture  capital  bare- 
ly exists.  A  forest  of  petty  regulations. 


Germany's  lavish  | 
social-welfare 
system  may  be  the 
next  patient  to  go 
on  a  diet:  Workers' 
benefits  often 
nearly  equal  wage 

among  the  world's  top  10  in  tl 
business,  the  only  non-Amei 
cans  on  the  list.  And  once  lur 
bering  giants  such  as  Siemei 
have  made  huge  strides  clai 
ing  back  lost  ground  in  sen 
conductors. 

Germany  does  have  the  ingri 
dients  for  a  world-class,  competithl 
economy:  a  highly  educated  workforc. 
impressive  scientific  centers,  big  r 
search  and  development  budgets,  and 
strong  culture  of  export-driven  Mitte 
stand  companies.  Now,  led  by  its  co 
porate  heavyweights,  Germany  Inc. 
evolving  into  the  hub  of  an  increasing 
multinational  enterprise,  spanning  Eas 
ern  and  Western  Europe  and  beyon 
If  it  is  to  succeed  worldwide,  howeve 
the  country  needs  to  shrug  off  its  pr 
tective  armor — from  pettifogging  regul 
tions  to  the  too  comfortable  social-welfai 
system.  And  although  recession  ble 
away  the  arrogance  and  reduced  son 
of  the  fat,  companies  will  have  to  remiri 
themselves  continually  that  efficiency 
a  way  of  life,  not  a  quick  fix. 

By  John  Templeman  in  Bonn,  wit 
Gail  Edmondson  in  Paris  and  Rare 
Lowry  Miller'  in  Hanover 
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Franklin  High  Yield  Tax-Free  Income  Fund 


Looking  for  High  Current 
Tax-Free  Income? 


You  can  start  by  looking  at  the  Franklin  High 
Yield  Tax-Free  Income  Fund.  The  fund  seeks  to 
provide  investors  with  high  current  income  exempt 
from  federal  income  tax  by  investing  in  high  yield- 
ing, lower-  and  non-rated  municipal  securities. + 
And  that  may  be  an  advantage  for  those  seeking  to 
maximize  their  tax-free  income.  The  fund  is 
designed  to  give  you: 

♦  Monthly  Income  Dividends 

♦  National  Diversification 

♦  Professional  Management 

♦  The  Power  of  Tax-Free  Compounding 

Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 


fin  general,  an  investor  is  paid  a  higher  yield  to  assume  a  greater  degree  of  credit  risk.  The  fund's  divi- 
dends are  subject  to  most  state  and  local  taxes.  For  investors  subject  to  federal  or  state  alternative  mini- 
mum tax,  a  small  portion  of  these  dividends  may  be  subject  to  such  tax.  Distributions  of  capital  gams 
and  of  ordinary  income  from  accrued  market  discount,  if  any,  are  generally  taxable 
Franklin  Templeton  Distributors,  Inc. 


Call  1-800 
342-FUND 
Ext.  ¥115 


Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

l^r-j/ I  would  like  a  free  prospectus 
containing  more  complete  information  on 
the  Franklin  High  Yield  Tax-Free  Income 
Fund,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money. 

□  /  am  currently  a  Franklin  shareholder. 


N'a 


Addr 


Citv 


State/Zip 
Davtimc  Phc 


F  R  k  N  K  i  li  N 


A  Member  of  the  $114  Billion  Franklin  Templeton  Group 
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MURDOCH  LAUGHS 
LAST-AGAIN 

His  BSkyB  satellite  TV  outfit 
healed  so  well  it  may  go  public 

■  n  late  1990,  Rupert  Murdoch  merged 
I  his  floundering  British  satellite  TV 
I  service  with  a  debt-plagued  compet- 
itor. Saddled  with  $2.7  billion  in  debt, 
the  new  British  Sky  Broadcasting  Group 
proceeded  to  lose  $4.5  million  a  week 
for  the  next  six  months.  Even  after 
Murdoch  and  three  other  owners 
pumped  in  $1  billion  to  keep  the  ven- 
ture afloat,  most  analysts  predicted  the 
company's  demise  within  a  year. 

Fast-forward  to  late  summer,  1994: 
BSkyB  reports  a  $280  million  operating 
profit  for  its  fiscal  year  ended  June  30 
(chart).  Now,  its  four  major  owners  are 
looking  for  ways  to  cash  in.  Barring  last- 
minute  complications,  they've  all  but  de- 
cided to  issue  new  shares  for  a  public 
offering  in  London  and  New  York  later 
this  year.  The  flotation  of  a  20%  stake 
could  value  BSkyB  at  an  eye-popping 
$7  billion. 

HOT  MARKET.  The  sale 
will  provide  a  major  cash 
boost  to  Murdoch,  whose 
News  Corp.  holds  a  50% 
stake.  Murdoch  could 
walk  away  with  $800 
million  and  still  control 
the  company  with  a  40% 
stake.  One  adviser  to 
Murdoch  says  the  media 
baron  will  use  the 
funds — and  BSkyB  as  a 
model — to  turn  around 
the  struggling  Star  TV 
satellite  network  in  Asia. 
Murdoch  paid  $525  mil- 
lion last  year  to  buy  64% 
of  the  Hong  Kong-based 
network. 

An  additional  $800 
million  in  proceeds 
would  be  shared  by  Brit- 
ish media  conglomerate 
Pearson  PLC  and  French 
media-and-textiles  com- 
pany Chargeurs,  each 
with  17.5%,  as  well  as  British  media 
company  Granada  Group  l  i.c,  with 
13.5%.  One  possible  stumbling  block: 
reaching  agreement  on  how  much  Char- 
geurs will  pay  the  other  owners  for  spe- 
cial drawing  rights  to  keep  the  French 
company's  holding  at  17.5%.. 


AS  BSkyB  SALES 
PICK  UP  SPEED. 


offside?  Murdoch's  med 
ubiquitous  they're  a  polit 
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That  BSkyB's  owners 
are  bickering  over  the 
spoils  shows  just  how  far 
the  TV  satellite  service 
has  come  since  1991. 
BSkyB's  management 
team,  led  by  Chief  Exec- 
utive Sam  Chisholm,  a 
protege  of  Murdoch, 
ruthlessly  slashed  costs, 
reduced  staff,  and  used 
a  variety  of  marketing 
ploys  to  pump  up  sales  of 
satellite  dishes.  More 
than  anything,  however, 
BSkyB  is  testament  to 
the  red-hot  state  of  Eu- 
rope's media  markets 
and  the  economics  of  sat- 
ellite TV. 

FREE  STATIC.  The  wa- 
tershed came  a  year  ago, 
when  BSkyB  had  a  criti- 
cal mass  of  3  million 
viewers.  It  encrypted  the  signals  broad- 
cast from  the  Astra  satellite,  and  many 
viewers  had  to  start  paying  for  the  ser- 
vice for  the  first  time.  A  second  price 
increase  took  effect  on  Oct.  1.  Subscrib- 
ers now  pay  an  average  of  $25  a  month 
for  a  basic  service  plus  a  premium  chan- 


nel, and  many  pay  up|| 
$40  a  month  for  all  TJ  . 
channels.  "There  will  bl 
point  when  we'll  meB 
price  resistance,"  sag 
BSkyB  Chief  Financial  &. 
fleer  Richard  Brooke,  "Ijj; 
I  don't  think  we've  fouB: 
it  yet." 

BSkyB  pulled  off  a  F 
ries  of  programming  couj 
as  well,  including  payil 
$400  million  for  exclusij 
rights  for  five  years  to 
certain  British  soc 
games.  It  negotiated  loif 
term  contracts  for  exci 
sive  rights  to  films  pi 
duced  by  the  maj 
Hollywood  studios,  inch 
ing  Murdoch-owned  Twe 
tieth  Century  Fox  Fi 
Corp.  And  it  cut  de£ 
with  other  programmi 
suppliers,  such  as  Viaco 
International  Inc.  al 
Tele-Communications  Inj 
the  largest  cable-TV  opd 
ator  in  the  U.  S.  Sourc 
say  TCI  is  so  impressi 
with  BSkyB's  progre 
that  it,  too,  has  been 
talks  to  take  a  stak 
BSkyB,  in  fact,  may 
~  too  successful.  British  pij 
iticians  and  rival  media  barons  wor 
that  Murdoch  soon  will  control  the  bu 
of  programming,  dominate  the  satelli 
space,  and  control  access  to  far  mo 
viewers  than  those  who  subscribe  to  r 
own  service.  Such  gatekeeping  could  1 
done  by  his  subscription-manageme 
services. 

DATED  TECHNOLOGY.  But  BSkyB  do 
have  some  problems.  It  is  still  using  a 
alog  signals  as  a  new  era  of  interacti 
services  using  digital  technology 
about  to  begin.  "They  have  the  wroi 
technology  to  be  a  long-term  playei 
says  Michael  Grade,  chief  executive 
Channel  Four,  one  of  Britain's  two  ind 
pendent  channels. 

That's  why  BSkyB,  with  16%  of  tl 
British  market,  is  experimenting  wil 
digital  signals.  It's  also  testing  a  mov 
service  with  British  Telecommunicatioi 
PLC  that  uses  voice  phone  lines.  Its  nev 
and  sports  channels  are  already  see 
throughout  Europe  on  other  system 
and  there  are  plans  to  make  them  avail 
able  globally.  BSkyB  has  proven  t\ 
naysayers  wrong  once  before,  but  th 
time,  lots  of  spare  cash  might  make  tl| 
job  a  bit  easier. 

By  Paula  Dwyer  in  London,  vox 
Pete  Engardio  in  Hong  Kong 


1  a  are  so 
ical  issue 
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From  personal  to  high-speed  copiers,  call  1-800-858-MITA.  The  times  demand 


mita 


Those  without  become  fossils. 
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International  Business 


MEXICO 


FIGHTING  REFORM 
-WITH  BULLETS 


Zedillo's  promised  political  changes  face  murderous  opposition 


He  doesn't  take  office  until  Dec.  1, 
but  Mexican  President-elect  Er- 
nesto Zedillo  Ponce  de  Leon  al- 
ready has  a  crisis  on  his  hands.  His  chal-  . 
lenge  is  to  come  to  grips  with  a 
mounting  sense  of  lawlessness  in  Mex- 
ico. In  particular,  he  has  to  respond  to 
revelations  that  a  congressman  from  1 
his  own  Institutional  Revolutionary 
Party  (PRO  organized  the  Sept.  28  as- 
sassination of  the  party's  secretary  gen- 
eral and  had  a  hit  list  of  other  enemies. 
The  dirty  implication:  The  old  guard  of 
the  pri,  which  the  Attorney  General's  i 
office  alleges  may  be  allied  with  drug 
dealers,  is  trying  to  block  political 
reform. 

The  Attorney  General's  office  says 
that  federal  congressman  Manuel 
Munoz  Rocha,  who  represents  the  state 
of  Tamaulipas  along  the  Mexico-U.  S. 
border,  ordered  the  killing  of  pri  Secre- 
tary General  Jose  Francisco  Ruiz  Mas- 
sieu.  Munoz  has  admitted  involvement 
in  the  conspiracy.  The  Attorney  Gen- 
eral's office'  says  at  least  nine  people 
have  been  implicated. 
NEW  URGENCY.  The  motives  could  in- 
clude vengeance  from  political  rivals 
and  from  drug  traffickers  who  wanted 
to  intimidate  Ruiz'  brother.  Mario,  the 
assistant  attorney  general  in  charge  of 


Mexico's  antinarcotics  fight.  But  one  of 
the  implicated  men  told  the  Attorney 
General  that  Munoz  wanted  to  kill  Ruiz 
to  prevent  him  from  becoming  leader 
of  the  Chamber  of  Deputies  and  imple- 
menting political  and  administrative  re- 
forms that  party  hard-liners  oppose. 

As  a  result,  Zedillo's  campaign  prom- 
ise to  carry  out  sweeping  reforms  in 
Mexico's  flawed  law  enforcement  and 
justice  systems  has  suddenly  taken  on 
new  urgency.  The  stiffest  part  of  the 
challenge  may  be  weeding  out  corrupt 
members  of  his  own  party.  And  while 
foreign  investors  have  taken  Mexico's 
volatility  in  stride,  some  say  the  uncer- 
tainty is  starting  to  exact  a  toll  on  the 
country's  image  as  an  inviting  place  to 
invest  and  work.  The  Mexican  bolsa  has 
dropped  5.5^  since  Ruiz'  killing. 
Zedillo's  transition  team  is  hastilv 


general 


hot  CACHE:  Arms  seized 
from  Mexican  drug  dealeri 

drafting  legislation  thatl 
plans  to  introduce  as  soon] 
he  begins  his  six-year  tej 
Among  the  proposals  are  q 
ter  salaries  and  training! 
professionalize  Mexico's  nq 
V  V  riously  corrupt  cops,  soma 
*  .  whom  are  believed  to  v>c  [ 
volved  in  kidnappings 
drug  rings.  Zedillo  also  hoj 
to  create  a  judiciary  thai 
more  independent  of  his  pal 
and  more  able  to  resist  di 
money.  To  combat  an  alarm] 
wave  of  kidnappings — mi 
_  than  800  were  reported  oj 
I  the  past  year — policymakj 
i  want  to  make  it  a  fedei 
I  crime  and  create  a  spec] 
a  antikidnapping  unit. 
UNDER  THE  RUG.  There  is  no  guaranj 
that  such  reforms  will  work,  but  tq 
are  part  of  the  process  of  making  MJ 
icans  believe  in  their  justice  systj 
again.  More  than  six  months  aftej 
gunman  killed  pri  presidential  can] 
date  Luis  Donaldo  Colosio  at  a  cal 
paign  rally  in  Tijuana,  investigate 
have  failed  to  ferret  out  all  those  1 
lieved  responsible  for  the  crime.  Oi 
the  trigger  man,  Mario  Aburl 
Martinez,  is  in  jail  facing  a  50-year  s< 
tence,  having  pled  guilty  to  the  crin| 
It  would  be  bad  enough  if  politicis 
were  the  only  ones  being  targeted.  ^ 
in  the  past  six  months,  two  promin< 
businessmen  were  kidnapped  and  fon 
to  pay  enormous  ransoms,  one  of  I 
least  S30  million.  The  crime  wave  H 
led  to  a  boom  in  armored  car  salj 
Mark  F.  Burton,  president  of  Intern 
tional  Armoring  Corp.  in  Ogden,  Uta 
says  he  has  expanded  his  workforj 
from  6  to  82  in  just  18  months  to  dq 
with  the  growing  Mexican  demand 
armored  cars.  He  has  sold  nearly  2| 
such  cars,  costing  around  S100,0l 
apiece,  to  Mexicans  in  that  perio- 
Given  these  conditions,  analysts  si  j 
that  no  matter  how  sincerelv  Zedillo  i 

sv 

tends  to  open  up  Mexico's  political  sj 
tern,  such  reforms  will  be  meaningless T- 
Mexicans  cannot  believe  in  the  rule  a 
law.  "The  justice  system  is  complete 
discredited,"  says  Santiago  Creel  IV 
randa,  a  prominent  lawyer  who  h. 
been  serving  as  one  of  the  six  citiziU 
overseers  of  the  Federal  Election  l| 
stitute.  "This  country  is  a  festival 
impunity,  where  no  one  is  held  respoj 
sible  for  anything."  That's  far  from 
auspicious  start  for  a  new  Presider 
By  Geri  Smith  in  Mexico  Ci\ 
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Presenting  a  vehicle  engineered  to  bring  a 
level  of  luxury,  style,  and  sophistication  to 
of  the  world's  harshest  and  most  remote 
ons:  Jeep  Grand  Cherokee  Limited. 
Inside,  you'll  enjoy  such  luxurious  amenities  as 


wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler 


premium  speakers  and  120  watts  of  symphonic 
sound.  Power  six-way  adjustable  front  seats.  Even  an 
automatic  temperature  control  system  that  keeps  the 
cabin's  climate  precisely  to  your  liking. 

Best  of  all,  you'll  experience  this  luxury  even  in 
the  most  demanding  conditions.  Thanks  to  the 
Quadra-Trac?  4WD  system,  the  Quadra-Coil"  sus- 
pension, and  the  optional  220  horsepower  V8  engine. 

For  more  information,  call  1-800 -925 -JEEP. 
You'll  see  the  world  isn't  such  a  harsh  place  after  all. 

There's  Only  One  Jeep!..  "™ 

A  Division  of  the  Chrysler  Corporation. 

tion. 


They  Not  Only 
Sound  Great, 
They  Put  Productivity 
In  Motion. 


TravelMate  "4000M  Series 

•  486  processors  from  50MHz  to75MHz 

•  Active  Matrix  Color  or 
Dual  Scan  Color  Displays 

•  Hard  Disk  Drives:  200MB  to  455MB* 

•  Built-in  16-bit  sound 
•PCMCIA  Type  ni  Slot 

•  Integrated  Pointing  Device 

•  Multiple  Interfaces  including  SCSI  II. 
Audio  Controls,  and  MIDI/Ganie  port 

•  Intel  Indeo""  Video 

Portable  CD-ROM  Docking  System 

•  Double-speed  CD-ROM  drive  (250ms) 

•  Built-in  stereo  speakers 

•  Separate  NiMH  batten-  gives  you 
AC  or  battery-powered  operation 

•  SCSI  II  connection 

•  Optional  SCSI  II  bay  for  additional 
hard  drive 


The  light  multimedia  notebook  can  give  you  a 
decided  advantage  in  your  work.  That's  why  we  made 
the  TravelMate  M  Series  notebook  computers. 

These  powerful  multimedia  machines  give 
you  desktop  PC  capabilities  in  a  portable  package, 
including  the  industry's  first  truly  portable, 
battery-powered  CD-ROM  Docking  System.  So  you 
have  the  freedom  to  use  them  anytime,  anywhere. 

The  M  Series  continue  the  TravelMates' 
award-winning  reputation  for  incredible  power, 
performance  and  reliability.  Each  comes  standard 
with  16-bit  sound,  a  built-in  speaker  and  micro- 


phone, plus  a  choice  of  486  processors  to  hand] 
full-motion  video  and  speed  you  through  othej 
multimedia  applications. 

.And  the  optional,  battery-powered  CD-RO\; 
Docking  System  gives  you  access  to  the  grow 
libraries  of  CD-ROM  software,  no  matter  when 
you  are. 

The  TI  TravelMates.  They're  for  people  wh( 
are  going  places. 

For  more  information  or  the  name  of  thf 
dealer  nearest  you.  call  1-800-TI-TEXM 

(1-800-848-3927). 


EXTENDING     YOUR  REACH™ 

Texas 
Instruments 


July  1 994      'Depending  on  model.  TravelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instruments.  Indeo  is  a  trademark  and  the  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation.  619941 
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:D  BY  JOHN  PEARSON 


MY:  WHY  BIG  BUSINESS 
BACKING  BERLUSCONI  AGAIN 


;se  are  boom  times  for  Bologna-based  G.  D.  The  family- 
vned  manufacturer  of  cigarette  and  candy  packaging 
achines  racked  up  $400  million  in  sales  last  year  to 
ational  giants  like  Philip  Morris,  Unilever,  and  Nestle, 
wnpany's  profit  stream  is  now  rich  enough  to  bankroll 
roduction  units  in  South  America  and  Asia,  adding  to 

in  the  U.  S.,  Germany,  and  Britain. 
).  is  not  alone.  After  three  of  the  most  difficult  years 
*Vorld  War  II,  Italian  industry  is  now  working  overtime. 
:s  to  booming  exports,  the  Italian  economy  should  grow 
;ear  by  nearly  3%,  almost  double  this  year's  anemic 
mance.  "The  government  is  work- 

the  right  direction,"  says  G.  D 
ring  Director  Giancarlo  De  Martis. 
I'm  waiting  to  see  whether  Ber- 
i  can  keep  his  balance." 
OK  paring.  Six  months  after  be- 
g  Italy's  leader,  the  tycoon  turned 
ian  is  finally  taking  some  action.  In 
h  budget  presented  to  Parliament 
;.  4,  Prime  Minister  Silvio  Berlus- 
hrew  down  the  gauntlet  to  the 
ry's  once  powerful  unions.  At  the 
of  plans  to  slash  $30  billion  from 
i  budget  deficit  is  a  move  to  tame 
untry's  ultrarich  pension  system. 

key  to  getting  Italy's  astronomical  budget  deficit  down 
nore  than  10%  of  gross  domestic  product, 
lusconi  stands  a  pretty  good  chance  of  getting  his  plans 
I  in  Parliament.  And  although  Italy's  three  main  trade 
confederations  have  ordered  a  general  strike  on  Oct.  14 
test,  opinion  polls  show  that  the  public  backs  Berlus- 
promise  to  bring  reality  to  public  finances.  "Not  even  10 
al  strikes  will  make  two  plus  two  equal  anything  other 
our,"  says  the  newly  combative  Prime  Minister, 
inks  to  that  attitude,  big  business  in  northern  Italy  is 
ing  its  weight  behind  Berlusconi.  Although  elected  on 


BERLUSCONI:  Getting  tough  with  unions 


a  probusiness  platform,  Berlusconi  quickly  lost  the  support  of 
influential  industrial  clans  such  as  the  Agnellis  when  it  looked 
as  if  the  former  media  mogul  was  unable  to  restrain  extremist 
and  populist  elements  in  his  coalition.  Now,  that  could  be 
changing.  At  a  small  dinner  for  Berlusconi  hosted  by  Fiat 
Chairman  Gianni  Agnelli  in  late  September,  Italian  industri- 
alists had  a  message  for  the  Prime  Minister:  Stay  the  course, 
and  you  have  our  support. 

EXPORT  BOOM.  The  dinner  guests  chez  Agnelli,  such  as  Olivet- 
ti Chairman  Carlo  De  Benedetti  and  Pirelli  chief  Marco  Tron- 
chetti  Provera,  want  to  make  sure  the  good  times  stay.  A 
weak  lira,  coupled  with  corporate  tax 
breaks  rolled  out  by  Berlusconi  last 
summer,  is  igniting  exports  and  invest- 
ments. Although  domestic  demand  is 
still  weak,  sales  of  Italian  goods  to  the 
U.  S.  market  this  year  are  up  almost 
25%.  Bottom  lines  are  already  showing 
the  effect:  Fiat,  Italy's  biggest  private 
company,  turned  in  almost  $500  million 
in  profits  in  the  first  half  of  this  year. 

Berlusconi  could  still  be  tripped  up 
by  dissension  within  his  uneasy  coali- 
tion of  right-wing  nationalists  and  the 
populist  Lega  Nord.  And  government 
officials  are  worried  that  anticorruption 
investigators  may  soon  turn  their  attention  to  Berlusconi 
himself.  Several  companies  within  his  $7  billion  Fininvest 
media  empire  have  already  come  under  the  spotlight.  Berlus- 
coni could  now  be  particularly  vulnerable  for  allegedly  hiding 
a  controlling  stake  in  Telepiu,  Italy's  largest  pay-TV  network. 

But  if  he  emerges  unscathed  from  the  probes,  Berlusconi 
probably  has  a  good  chance  to  remain  in  office  much  longer 
than  the  average  13-month  life  span  of  postwar  Italian  govern- 
ments. A  big  reason  is  that  he  is  now  getting  the  best  kind  of 
support  any  government  could  want:  an  improving  economy. 

By  John  Rossant  in  Rome 


LOBALWRAPUP 


j  OPENINGS  TO  ISRAEL 

>mpanies  will  take  a  fresh  look  at 
stment  prospects  in  Israel  follow- 
,he  Sept.  30  decision  by  the  six-na- 
Gulf  Cooperation  Council  to  end 
Dlacklisting  of  companies  that  do 
riess  with  Israel.  Construction  gi- 
are  likely  to  be  drawn  to  projects 
as  multibillion-dollar  Israeli-Jor- 
an  water  schemes.  "The  big  con- 
ction  firms  working  in  the  Gulf 
ed  out  of  the  Israeli  market,"  says 
\\iv  consultant  Danny  Halperin. 
s  is  likely  to  change."  More  oil  is 


likely  to  flow,  too,  through  the  Eilat- 
Ashkelon  oil  pipeline,  which  links  the 
Gulf  of  Aqaba  and  the  Mediterranean. 

The  Persian  Gulf  states  still  won't 
trade  directly  with  Israel — formally,  at 
least.  But  this  ban  is  eroding,  too.  Is- 
rael's Energy  Ministry  is  dickering  to 
buy  gas  from  Qatar,  a  deal  in  which 
Houston-based  Enron  could  play  a 
role,  and,  separately,  from  Egypt,  with 
Amoco  and  Italy's  Agip  as  participants. 

JAPANESE  COMEBACK 

►  Fallen  political  strongman  Ichiro 
Ozawa  is  attempting  to  create  a  new 


political  party.  The  "shadow  shogun" 
behind  the  governments  of  Morihiro 
Hosokawa  and  Tsutomu  Hata,  Ozawa 
lost  his  power  in  June  when  Hata's  co- 
alition was  defeated  by  a  combination 
of  the  Liberal  Democratic  Party, 
which  ruled  Japan  for  decades,  and  the 
Japan  Socialist  Party. 

Now,  all  opposition  groups  with  the 
exception  of  the  Communists  are  try- 
ing to  create  a  grand  new  party,  with 
Ozawa  in  charge.  If  he  succeeds,  the 
new  party  will  be  almost  as  big  as  the 
Liberal  Democrats  and  will  challenge 
the  ruling  coalition. 
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The  economy  is 
changing.  Jobs 
are  changing. 
The  workforce  is 
changing.  Is 
America  ready? 


THE  NEW  WORLD  OF  WORK 

Empowerment  and  mobility  lor  some,  fear 
and  frustration  for  others,  page  76 

ODE  TO  THE  WATER  COOLER 

In  the  age  of  the  virtual  corporation,  is  the 
colleague  a  thing  of  the  past?  page  86 
THE  RISK  ECONOMY 

A  new  willirfgness  to  roll  the  dice  shows  up  in 
productivity,  profits,  and  wages,  page  88 

A  WIND  BLOWING  ROUND  THE  WORLD 

Change  is  happening  in  every  workplace,  but 
some  countries  will  be  left  behind,  page  92 

IT'S  NOT  EASY  OUT  THERE 

How  seven  workers  are  navigating  their  way 
through  the  new  labor  environment,  page  94 

A  PHOTOGRAPHIC  HISTORY 

The  faces  of  toil  are  vastly  different  today 


BUSINESS  vVEEK  /  OCTOBER  1",    i9^4  75 


I  Special  Report 


THE  NEW 
WORLD 
OF  WORK 

Beyond  the  buzzwords  is  a 
radical  redefinition  of  labor 


■  t's  9  a.m.,  and  the  workplace  of  the  future  is . . .  awfully  qui- 
I  et.  On  one  side  of  the  converted  warehouse,  beneath  or- 
I  ange  girders  and  massive  yellow  ducts,  perhaps  50  of  220 
I  desks  are  occupied.  Employees  tap  at  laptop  computers, 
or  whisper  into  phones;  some  meet  in  small  groups  or  venture 
across  "Main  Street"  to  confer  with  administrators  and  man- 
agers. A  low  roar  from  the  air  conditioning  blankets  the  cav- 
ernous space  in  antiseptic  stillness. 

Beneath  the  remarkable  austerity  at  IBM's  new  Cranford 
(N.J.)  sales  office,  though,  is  something  of  a  revolution.  The 
600  representatives  based  here  have  no  offices;  a  day  each 
week,  or  less,  they  come  in  to  pick  up  mail  and  see  associates, 
and  are  computer-assigned  a  spot  with  little  accoutrement 
save  one  chair,  a  telephone,  and  a  jack  for  a  laptop. 

Most  of  the  time,  they're  on  the  road.  Software  marketer 
Lynn  M.  Fox  gets  most  administrative  work  done  by  mo- 
dem, from  home  or  spare  offices  at  customer  sites.  Her  time 
with  customers  is  better  spent:  Because  all  the  product,  pric- 
ing, and  technical  data  she  needs  are  available  via  her  laptop, 
a  bid  takes  minutes,  not  days,  to  work  up.  No  approvals  are 
needed  from  the  office  bureaucracy.  She's  home  by  6  p.m., 
allowing  her  a  few  hours  with  Matthew,  her  three-year-old,  be- 
fore she  checks  in  again  for  electronic  messages.  It's  still  a  10- 
to- 12-hour  workday,  "but  a  lot  more  productive,  and  I  have 
more  control,"  she  says. 

Duke  Mitchell  directs  all  this  from  a  steel  desk,  just  like  the 
others,  at  one  windowless  corner  of  the  room.  His  lieutenants, 
who  work  in  similar  spaces,  are  few:  In  moving  five  sales  of- 
fices to  Cranford,  Mitchell  cut  out  two  layers  of  middle  man- 
agement. He  also  halved  the  number  of  sales  and  service 
reps.  Paneled  offices?  Gone.  Fancy  art?  No  more.  Except  for 
the  carpeting,  all  the  furnishings  are  used.  "This  isn't  about 
importance,  about  epaulets,"  says  Mitchell.  "It's  about  what 
you  get  done." 

My  dad  worked  here  for  38  years.  He  retired  here.  Now,  if 
the  company  can  make  a  product  cheaper,  or  serve  the  custom- 
er better,  it's  going  to  leave.  You  can't  blame  them.  Everyone 
has  to  work  for  themselves.  Individuals  have  to  be  as  flexible 
as  companies  are  in  the  '90s.  — Kevin  Whalen,  33,  laid  off 
when  Procter  &  Gamble  Co.  shut  its  Quincy  (Mass.)  factory. 


Mobility.  Empowerment.  Teams.  Cross-training.  Virtua 
offices.  Telecommuting.  Reengineering.  Restructuring.  Delay! 
ering.  Outsourcing.  Contingency.  If  the  buzzwords  don't  soumj 
familiar,  they  should:  They  are  changing  your  life.  The  las 
decade,  perhaps  more  than  any  other  time  since  the  advent  o 
mass  production,  has  witnessed  a  profound  redefinition  o 
the  way  we  work. 

The  job,  certainly,  is  not  dead. 
There's  still  a  robust  need  for  rela- 
tionships between  employer  and  em- 
ployed that  rely  on  stability,  secur- 
ity, and  shared  economic  interests. 
"Man  has  always  sought  the  compa- 
ny of  people,  and  that  will  continue 
to  be  the  driving  force  of  organiza- 
tion," says  ceo  Robert  J.  Saldich  of 
Raychem  Corp.,  one  employer  that 
is  creatively  confronting  workplace 
changes. 

The  relationship  isn't  what  it  was. 
The  new  compact  between  company     OAllL,A  c*^*-"^ 
and  worker  dismisses  paternalism 
and  embraces  self-reliance.  Bid  fare- 
well to  unconditional  lifetime  em- 
ployment, even  at  the  bluest  of     A  chair,  a  phone,  and  a 
blue-chip  companies  that  once  impli-     laptop.  IBM's  austere  n 
citlv  turned  on  such  an  ethic.  "That     office  in  Cranford  N.J. 
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The  new  com 
pact  betweer 
company  and 
worker 
embraces 
self-reliance 
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LABOR  EFFICIENCY 

Better  technology, 
better  processes, 
and  fewer,  better- 
educated  workers 


Workers  at  the  Twentymile 
Mine  shear  coal  from  the 
wall  using  remote  controls 


clearly  is  no  longer  the  name  of  the 
game,"  says  Kevin  Becraft,  director  of 
employee  relations  and  resources  at 
IBM,  which  has  cut  171,000  jobs  since 
1986.  "Instead,  it's  lifelong  employabil- 
ity."  The  key  difference:  shared  respon- 
sibility. Employers  have  an  obligation  to 
provide  opportunity  for  self-improve- 
ment; employees  have  to  take  charge 
of  their  own  careers. 

If  your  company  hasn't  laid  that  out, 
you  could  probably  guess.  More  than 
likely,  you  are  working  longer  and  hard- 
er, and  making  less  money  than  did 
someone  in  comparable  work  a  decade 
ago.  Constantly  in  training,  you  must 
acquire  new  skills  to  keep  up  with  new 
technologies.  The  corporate  terrain  is 
shaky,  with  near-continuous  downsizing 
and  reorganization  reminders  that  any- 
thing can  change;  shared,  too,  is  the  risk 
of  business  itself. 

A  global  economy,  rousting  American 
employers  from  business-as-usual  man- 
agement, demands  such  change;  rapidly 
evolving  technology  allows  it.  "Almost 
every  employment  relationship  is  contingent  on  the  employ- 
er being  able  to  continue  in  the  same  business  with  the  same 
product  and  the  same  technology  with  the  same  quiescent 
competition,"  says  Audrey  Freedman,  a  former  Labor  Dept. 
economist.  "Now,  who's  in  that  position?" 
ELEGANT  RESULT.  Essentially,  no  one  is:  We  confront  a  work- 
place that  will  evolve  year  after  year.  Many  will  find  the  re- 
sult both  enervating  and  rewarding.  In  companies  that  are 
flattening  hierarchies  and,  bit  by  bit,  decentralizing  decision- 
making, workers  are  gaining  greater  control  over  what  they 
do;  self-direction  has  superseded  the  doctrine  that  workers  do 
only  what  they're  told.  High  performers  are  rewarded  with 
higher  pay.  And  flexible  human  resource  strategies  can  free 
workers  to  pursue  more  fulfilling  combinations  of  varied 
work,  family  life,  and  other  interests. 

The  resulting  business  can  be  as  elegant  as  European  Col- 
lision Center,  a  tiny  auto  body  shop  in  Cambridge,  Mass. 
There,  worker  empowerment  and  autonomy  drive  customer 
service.  Bodymen  take  "ownership"  of  a  car  while  it's  in  the 
shop,  staying  with  it  start  to  finish.  No  one  looks  over  their 
shoulders:  "There  are  a  set  of  parameters,  then  they  have  to 
be  responsible,"  says  owner  Wayne  Stevenson.  Workers  are 
cross-trained  to  take  on  new  tasks  and  sent  back  to  school 
yearly  to  keep  skills  up  to  date.  Customers  love  what  they  get, 
and  Stevenson's  traffic  has  doubled  every  year  for  five  years. 

The  question:  How  many  losers  will  there  be?  Not  every- 
one, certainly,  will  be  empowered.  For  many  workers,  part- 
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IN  THE  MICROSOFT  01 
DON'T  JUST  COHABIT.  THEY 


You  might  say  we  simply 
borrowed  the  idea  from  nature. 
Programs  that  live  in  the  same 
place  should  work  together. 

Consider  what  you  have  to 
do  in  a  single  week.  Letters. 
Memos.  Reports.  Spreadsheets. 
Charts.  Graphs.  Presentations. 
W  ouldn't  it  be  great  if  there 


Eta 


fir 


mm 


Create  powerful  presentations  easily 
with  information  from  different  progran 
Suddenly,  you're  a  whiz  presenter. 


were  a  product  that  could  he 
ou  pull  it  all  together? 

In  a  nutshell,  th; 
the  whole  idea  behi 
the  Microsoft'  Of  fie 
Now  all  your  progran 
can  work  together  like  o 
Thanks  to  our  intuitive 
OfficeLinks  tools,  its  easie 
than  ever  to  share  text,  data 
and  graphics  seamlessly  betwe 
our  best-selling  programs. 
What's  this  really  mean? 
Simply,  you'll  be  able  to  g< 
more  done.  With  a  lot  less  effo 
Sav  you're  working  on  youi 
sales  report.  You'll  probably  sta 
by  writing  in  Microsoft  Word 


*  Support  for  Mjcrosofi  Ofxioe  ts  no-char^F-  howota;  normal  tdephoo* 
Microsoft  Excel.  Word,  the  fWrrPbtnr  presentation  graphic*  prog^ 
ano  Caiaia.  caD  >our  local  Microtek  sihsdory  or  '206  I  936-S66L C 
\l*.rosorr  CorporaiiorL 
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SOFTWARE  PROGRAMS 
MEANINGFUL  RELATIONSHIPS 
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rhen  you  click  to  open  your 
osoft  Access  database  and 
ip  your  sales  data.  By  client 
sndor.  By  salesperson.  By 
>n.  By  month. 
}ut  why  stop  there? 
tbu  can  easily  send  that 
to  a  Microsoft  Excel 
adsheet  in  just  a  click 
button,  analyze  it,  turn 
o  a  dramatic  chart,  and 
>  it  all  back  into  your 
d  document, 
it's  like  one  big  techno- 
al  swap  fest.  The  end 
;fit  being,  that  now  you  can 
id  more  time  concentrating 
our  work,  instead  of  on 
software. 

Slaturally,  you'll  want  to 
s  your  handiwork  with  the 
)nal  managers, 
fust  a  couple  of  clicks  later, 
ve  created  personalized 
rs  for  each  one  of  them  from 
in  Microsoft  Word. 
Brilliant. 

Now  for  the  finishing  touch 
k  a  button  and  transform 
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Morgan  Park  Wildlife  Preserve 

Dt  John  Rodman 
JPUnivcrsiry  Dnve 
Acton.  CA  9002S 
Dear  Colleague 

Thank*  to  you,  lasr  year  proved  to  be  an  incredible  year  lor 
the  Morgan  Park  Wildhlc  Prcyerve  Due  lo  a  vuvcesshjl 
membership  drive,  our  Ro.ud  ot  [lircsrors  ha*  approved  an 
increase  in  our  research  budget  tor  large  AInvun  animals  As 
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lt's easy  to  update  or  manage  text,  data  and  graphics 
in  one  document  with  the  latest  object  linking  and  embedding 
technology  (OLE  2.0).  Just  click  where  you  need  to  work 
and  the  tools  you  need  are  right  there. 

everything  into  an  eye-popping 
PowerPoint  presentation.  Call  it 


to    1  v 

|wd  1  Eta  1 

a  "career-enhancing"  move. 

And  while  were  on  the  sub- 
ject of  relationships,  we  should 
mention  the  Microsoft  Office  is 
the  only  product  of  its  kind 
that  offers  you  unlimited 
product  support  with  no 
service  charge.* 

Clearly,  the  Microsoft 
Office  with  OfficeLinks 
marks  a  quantum  shift  in 
what  software  enables  you 
to  achieve.  And  its  a  clear 
indication  of  where  the 
future  is  heading. 
To  find  out  the  rest  of  the 
story  (a  small  sample  of  which 
we've  covered  here),  visit  your 
retailer  or  call  (800)  240-4782, 
Department  NVD,  for  the 
one  nearest  you. 
With  the  Microsoft  Office, 
you'll  not  only  improve  the 
relationship  between  your  pro- 
grams, the  same  will  go  for  you 
and  your  computer. 
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rt  services  arc  subject  to  Microsoft's  (hen-current  prices,  terms,  and  conditions,  which  arc  subiccr  to  change  without  notice  V  1444  Microsolt  (  orporatum.  All  tights  reserved  Microsoft  I  Mlicc  Professional,  shown  here,  includes: 
scment  system  and  a  Mail  workstation  license  (server and  software  must  he  acquired  separately).  In  the  50  United  States,  call  ISIIIII  240-4782,  Dept.  NVD.  Fot  information  only:  In  Canada,  call  istllll  sM904S.  outside  the  US 
can  reach  Microsoft  text  telephone  I TT/TDD)  services  hv  calling  18001  892-5234  in  the  United  States  or  1905)  568-9641  in  C  anada.  Microsoft.  PowerPoint.  Microsolt  Access  and  rhe  Wind,  .vvs  logo  are  rcg.steted  trademarks  o( 


time  jobs  and  temping  will 
mean  less  money,  not  more 
freedom.  Low-skill  employees 
will  be  marginalized  in  a  labor 
market  that  rewards  education 
and  training.  In  companies  that 
cut  jobs  without  redesigning 
processes  and  structures,  the 
remaining  employees  simply 
will  take  on  more  work. 

Here's  one  clue  to  the  future: 
The  Bureau  of  Labor  Statis- 
tics' occupational  forecast  for 
the  year  2005  (chart).  Notice 
which  jobs  are  gaining:  profes- 
sional, managerial,  and  techni- 
cal— high  wages,  high  skills. 
What's  losing:  crafts  and  oper- 
ators and  laborers,  the  domain 
of  low-skill  union  jobs.  Then 
there's  that  jolting  bar  to  the 
right:  Service  workers — that 
low-pay  catch-all  for  everyone 
from  burger-flippers  to  home 
health  aides — will  gain  6.4  mil- 
lion jobs. 

Any  forecast  for  a  decade 
down  the  road  is  open  to  ques- 
tion, of  course.  Statistical  noise, 
though,  shouldn't  obscure  the 
essential  challenge:  Every- 
where, workers  and  their  em- 
ployers will  have  to  rethink 
traditional  roles  and  relation- 
ships. Even  as  both  sides  war- 
ily look  each  other  up  and 
down,  they'll  be  confronted 
with  the  need  to  act  fast,  to 
transform  new  competitive 
pressures  into  mutual  gains. 


INFORMATION 
POWER 

Decisions  can 
be  made  faster, 
bv  those  closest 
to  the  customer 


/-Eleven  manager  Price: 
"Before  this,  we  had  no  say 
about  irlnit  ire  needed" 


Years  ago,  we  had  one  guy 
who  told  us  what  to  do  and  we  did  it.  He  made  all  the  deci- 
sions. We  never  really  had  any  input.  Now,  you  have  to  lis- 
ten to  your  men.  They  have  empowered  us  so  much  that  we 
don't  have  to  do  a  job  if  we  think  it's  unsafe.  If  I  tell  one  of  the 
men  to  do  a  job  and  he  thinks  it's  unsafe,  we  sit  down  and  talk 
about  it.  — Joseph  Stiffarm,  Burlington  Northern  Inc.  track 
fureman,  Havre,  Mont. 

Plant  12,  Pulaski  Furniture  Corp.'s  new  $20  million  factory 
in  Pulaski,  Va.,  is  a  gleaming  testament  to  technology's  capac- 
ity for  reordering  work.  Computerized  equipment  shapes  wood 
with  spurts  of  laser  beams;  an  automated  machine  instantane- 
ously cuts  eight  piec- 
es. Each  would  take  a 
craftsman  30  minutes 
by  hand. 

This  is  labor-eliminating  automation  at  its  most  severe: 
Plant  12's  125  workers  manufacture  more  furniture  than  five 
times  as  many  people  at  Pulaski's  much  larger  Dublin  (Va.)  op- 
eration. The  technology  lowers  costs,  keeping  Pulaski  ahead 
of  competitors.  It  also  leaves  60-year-old  Howard  Frazier 
strangely  out  of  place.  Having  fashioned  furniture  by  hand  for 
40  years,  he  now  advises  a  new  breed  of  machine  operators, 
90%  of  them  computer-literate.  "They  have  good  educations 
and  they  know  about  computers,  but  they  don't  know  a  lot 
about  building  furniture,"  Frazier  says. 

Technology's  starkest  feature  is  its  inexorability:  Today, 


Special  Report 


the  power  of  a  personal-computer  microchip  doubles  every  ll 
months.  Our  ability,  as  a  nation,  to  maintain  and  build  wealt 
depends  in  large  part  on  the  speed  and  effectiveness  wit 
which  we  invent  and  adopt  machines  that  lift  productivit 

Such  a  relationship  has  been  a  given  throughout  the  Indu 
trial  Age,  as  has  the  job  loss  that  automation  normally  pr 
duces.  In  the  last  decade,  though,  technology  and  concomita 
restructuring  have  had  a  disconcerting  effect  on  the  U. 
workforce,  dramatically  widening  the  divide  between  thos 
with  more  skills  and  those  with  fewer.  Although  pay,  adjus 
ed  for  inflation,  has  dropped  across  the  board,  it  has  fallen  fa 
more  for  those  without  college  degrees  (chart). 

It's  no  cyclical  oddity.  "We  are  in  the  midst  of  a  major  p 
larization  of  work,"  says  consultant  Michael  Hammer,  Ame 
ica's  high  priest  of  reengineering.  "Organizations  need  fewe 
and  fewer  of  better  and  better  people.  The  jobs  organiz 
tions  are  going  to  have  are  going  to  be  better  jobs." 

Visit  Cyprus  Amax  Mineral  Co.'s  Twentymile  Mine  nea 
Oak  Creek,  Colo.,  where  workers  with  push-button  control 
walk  alongside  massive  machines  that  shear  30-inch  slice 
from  an  850-foot  coal  wall.  Laptop  computers  help  miner 
track  equipment  breakdowns  and  water  quality.  "Down  on  th 
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PROMISE  AND  PERIL  IN  A 
POLARIZED  JOB  MARKET 


High-wage  occupations  will  grow,  creating  more 
opportunities  for  those  with  skills  and  education. 
But  low-paying  service  jobs  will  also  be  on  the  rise. 
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EMPOWERMENT 

Team-based 
systems  give 
workers  more 
satisfaction 


At  European  Collision 
Center,  body  men  work  on  a 
car  from  start  to  finish 


longwall,  you  don't  feel 
any  less  of  a  man  when 
the  day  is  over,"  says 
Charles  J.  Kistler,  38,  who 
walks  six  miles  on  a  good 
day,  carrying  25  pounds 
of  gear.  But  these  aren't 
the  illiterate  laborers  of 
mining's  past.  The  aver- 
age Twentymile  employ- 
ee has  two  years  of  col- 
lege; an  executive  says 
the  company  looks  for 
people  with  "high  math 
skills,  more  technical 
background,  more  com- 
fort with  electronics." 

Better  technology,  bet- 
ter processes,  and  fewer, 
better  workers.  The  ideal: 
Technology  that  actually 
helps  workers  make  deci- 
sions, in  organizations 
that  encourage  them  to 
do  so.  That's  the  promise 
of  computers,  just  now 
starting  to  be  realized. 
"Free  access  to  informa- 
tion across  an  organiza- 
tion eliminates  the  need  for  hierarchical  management  sys- 
tems that  existed  before,"  says  James  K.  Sims,  ceo  of 
consultant  Cambridge  Technology  Partners  Inc.  People  can 
think  for  themselves.  Decisions  can  be  made  faster,  by  those 
closest  to  the  customer. 

Such  is  the  intent  of  Southland  Corp.  as  it  expands  the 
autonomy  of  its  7-Eleven  store  managers.  In  a  Texas  pilot 
project,  managers  track  daily  orders  and  leftovers  of  fresh 
sandwiches  and  pastries  on  handheld  computers;  a  headquar- 
ters computer  processes  the  data  and  generates  a  report  on 
sales  and  profits  the  next  morning. 

Bob  Price,  a  store  manager  in  The  Colony,  Tex.,  a  Dallas 
suburb,  makes  use  of  such  data  to  map  out  future  orders, 
figuring  in  weather  reports,  special  events  in  the  area,  and 
other  factors  that  could  affect  demand.  He  decides  what  and 
how  much  to  order.  "Before  this,  we  had  no  say  about  what  we 
needed  in  our  store,"  Price  says.  "Either  you  had  a  field  con- 
sultant come  in  and  say  we  need  to  have  more  of  something, 
or  else  they'd  just  automatically  ship  stuff.  Now,  we  have  to 
make  decisions." 

Empowerment,  of  course,  is  a  fixture  on  manufacturing 
floors,  pioneered  in  the  U.  S.  by  carmakers  and  the  United 
Auto  Workers.  Now,  a  decade  or  so  behind,  service  indus- 
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tries  are  discovering  effective  work  redesign  as  well.  In  all, 
says  Massachusetts  Institute  of  Technology  professor  Paul  Os- 
terman,  nearly  80%  of  employers  across  industries  have 
adopted  quality  circles,  total  quality  management,  team- 
based  systems,  or  some  combination. 

The  results,  though,  have  been  mixed.  Too  many  such  ef- 
forts lack  commitment  from  the  top,  or  fail  to  secure  work- 
er support  from  the  beginning.  Resources — time,  money, 
managerial  expertise — go  wanting.  The  sense  of  urgency 
fades.  And  the  workplace  returns  to  the  status  quo — or 
worse. 

This  year,  I  had  to  downsize  my  area  by  25%.  Nothing  has 
changed  in  terms  of  the  workload.  It's  rertj  emotionally  drain- 
ing. I  find  myself  not  wanting  to  go  in  to  work,  because  I'm 
going  to  hare  to  push  people  to  do  more,  and  I  look  at  their 
eges  and  they're  sinking  into  the  hack  of  their  heads.  [People] 
numbing.  Birt  they're  not  going  to  complain,  because  they 
don't  want  to  be  the  next  J. -7%.  — Middle  manager  at  a  large 
high-tech  company  undergoing  reengineering 

5  Is  America  burning  out?  The  great  risk  of  downsizing  and 
a  restructuring  is  that  they'll  do  nothing  to  change  the  way 
5  we  work.  Fewer  of  us  simply  will  work  harder. 
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loyees,  like 
businesses,  must 
be  continually 
reinvented 


.  \  career  center  <it  Raychem 
helps  employees  more  to  neit 
jobs  within  the  company 


Reengineering  proponents! ■•• 
say  that  shouldn't  happen! 
Raymond  L.  Manganelli,  pres-  si< 
ident  of  Gateway  Management 
FmnlnvAPQ  1  i L-o       Consulting,  recalls  an  assign-  m 

ment  at  his  own  first  job— se-  Pf 
curing  signatures  of  17  man-  w 
agers  who  had  to  authorize  s  h 
computer  requisition.  It  toolilt! 
three  months.  New  technolo-J 
gy,  delayering,  and  fewer  peo- 
ple, he  says,  should  cut  out 
that  sort  of  fat:  "People  don't  k< 
do  more  work.  They  do  more 
valuable  work." 

Insurer  USF&G  Corp.,  foifcn 
example,  has  cut  staffing  by 
48%  in  five  years — but  insti- 
tuted a  matrix  organization  to  • 
replace  hierarchy.  Melissa  K.  Wilcox,  a  marketing  manager' 
assigned  work  originally  designed  for  three  people,  says  she 
"would  have  hit  the  wall  a  year  ago,"  but  has  managed  to 
share  old  tasks  far  more  effectively  with  more  people  in  the 
matrix. 
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U.S.  workers  are  becoming  better  educated-and  they'll 
need  the  sheepskins  just  to  keep  their  heads  above  water 

HOW  MUCH  SCHOOLING  U.S.  WORKERS  HAVE  AND  THE  PAYOFF  IN  THE  PAYCHECK 
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Yet  many  managers 
report  that,  between 
mass  firings  and  coping 
with  the  mound  of  work 
still  remaining,  job 
stress  is  pervasive.  And 
an  annual  survey  of 
managers  by  the  Amer- 
ican Management  Assn. 
finds  widespread  erosion 
of  morale  at  companies 
with  job  cuts.  Says  Je- 
■  a       1  Hra  I'nme  M.  Komiw,  pi  evi- 

dent of  the  Work  in 
America  Institute: 
"Where  the  focus  has 
been  on  downsizing,  get- 
ting lean  and  mean,  the 
effect  on  managers  has 
been  very  severe." 

This  is  the  bleak 
underside  of  the  new 
workplace:  For  every 
empowered  employee, 
's  at  least  another  cowering  in  his  office,  putting  in 
r  hours  to  keep  up  with  a  job  that  used  to  keep  two  peo- 
usy.  For  every  highly  skilled  worker  moving  up  the 
r,  there's  another,  marginalized,  struggling  to  make 
meet. 

fugit.  A  quarter  of  those  employed  today  do  so  on  a 
arary,  part-time,  or  contract  basis  (chart).  The  number 
nericans  working  part-time  has  grown  by  2.2  million 
1973 — entirely  a  function,  according  to  the  Economic 
r  Institute,  of  more  "involuntary"  part-timers  who  would 
r  work  full-time.  Hundreds  of  big  companies,  moreover, 
outsourced  noncore  operations:  Continental  Bank  Corp. 
mtracted  its  legal,  audit,  cafeteria,  and  mailroom  oper- 
s  to  outside  companies.  In  September,  American  Air- 
Inc.  announced  it  would  do  the  same  with  customer- 
2e  jobs  at  30  airports. 

tsourcing  can  work  wonders  for  the  bottom  line:  So- 
1  contingent  workers  get  pay  comparable  to  full-time 
3,  but  without  benefits  that  typically  add  40%  to  labor 
.  A  contingent  workforce,  too,  is  more  flexible:  When 
ess  sags,  the  temps  go  first.  Blue  Cross/Blue  Shield  of 
e  Island  cut  its  workforce  by  40%  over  five  years  with- 
i.ving  off  a  single  full-timer. 

jh  dislocation,  though,  has  its  price.  In  her  1992  book,  The 


DATA:  ECONOMIC  POLICY  INSTITUTE 


Overworked  American,  Harvard  University  economist  Ju- 
liet B.  Schor  estimated  that,  in  attempting  to  maintain  their 
standard  of  living  in  the  face  of  declining  compensation,  work- 
ers spent  the  equivalent  of  four  weeks  more  a  year  on  the  job 
in  1989  than  they  had  two  decades  earlier.  A  large  pail  of  the 
increase  came  from  the  flood  of  women  into  the  labor  force  in 
that  time:  Their  participation  rate  shot  to  57.4%  from  42.7%. 
In  many  families,  that  has  more  than  compensated  for  a  de- 
cline in  hourly  earnings.  But  the  addition,  clearly,  has  brought 
its  own  pressures. 

For  the  most  part,  recent  studies  indicate,  the  two-in- 
come family  hasn't  figured  out  yet  how  best  to  balance  jobs 
with  kids  and  housework.  And  despite  efforts  by  many  em- 
ployers to  provide  child  care  and  eldercare,  employees  voice 
frustration  with  the  juggling  act.  "Unfortunately,  the  real- 
ity and  logistics  of  being  a  working  mother — or  involved 
father,  for  that  matter — have  not  become  any  easier,"  com- 
plains Aimee  B.  McCrory,  president  of  an  investment  man- 
agement firm  in  Houston 


THE  NEW 
CONTINGENT  WORKER 


Employers  are  pushing 
more  people  than  ever  into 
the  organizational  fringes. 
Part-time,  contract,  and 
sell-employed  workers  are 
rising  as  a  percent  of  total 
employment. 


1973  1993 

A  PERCENT     DATA:  ECONOMIC  POLICY  INSTITUTE 


and  mother  of  two.  "I  mean, 
most  parents  work,  and  yet 
the  P.  T.  A.  meetings  are  still 
at  10  a.m." 

I'm  grateful  to  have  work, 
and  I'm  happy  with  what 
I'm  doing.  I  do  a  good  job 
for  them  because  I  feel  a  n 
obligation  as  a  contractor. 
But  I  don't  feel  loyalty,  not 
the  old-fashioned  sense  of 
loyalty  we  used  to  hare.  It's 

thf  realization  that  it's  just 
not  going  to  l>c  the  same  ever 
again.  —Joan  Young,  Ca- 
tonsville,  Md.,  laid  off  from 
her  job  as  a  bankruptcy  col- 
lection agent,  then  taken  on 
again  as  a  contractor 

Henry  B.  Schacht,  chair- 
man of  Cummins  Engine  Co., 
is  worried.  Two  years  ago, 
his  company  reopened  a  fac- 
tory in  Columbus,  Ind.,  to 
build  midrange  truck  en- 
gines. Workers  at  Cummins' 
other  Columbus  factory, 
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Special  Report 


which  produces  heavy-duty  engines,  make  $17.60  an  hour  un- 
der union  contract;  those  at  the  new  plant  average  $8.75. 
They're  trained  in  statistical  process  control  and  engine  tech- 
nology and  maintenance,  and  tested  for  math  ability  and  com- 
munications skills.  Pay 
increases  are  predicat- 
ed on  completing 
coursework. 

Schacht  wonders  whether  it  will  fly.  He  turned  Cummins 
around  with  a  combination  of  hard-nosed  cost-cutting  and 
progressive  high-performance  work  systems.  Now,  "we  have 
fewer  people  doing  much  more  work,  much  of  which  is  knowl- 
edge-based, and  we're  paying  people  less,"  he  says.  How 
will  Cummins  reward  employees  enough  to  keep  them  com- 
mitted? How  will  it  create  promotion  paths,  now  that  many 
middle  management  jobs  have  been  eliminated?  What's  go- 
ing to  give? 


How,  in  short,  will  the  new  compact  work?  Schacht  e- 
pects  that  companies  will  have  to  expand  use  of  employ; 
stock  ownership  and  profit  sharing  plans.  Raychem  Corp.  hs 
another  answer — the  "career-resilient  workforce,"  as  consi- 
tant  Robert  H.  Waterman  Jr.  describes  it.  The  strategy  j'j- 
knowledges  that  job  skills,  like  businesses,  are  ephemer, 
and  that  employees  themselves  must  be  continually  rei- 
vented.  It  recognizes,  too,  that  it  has  a  responsibility  i 
help  workers  sharpen  existing  skills  or  take  on  new  ones- 
even  if  such  programs  eventually  lead  employees  to  oth|< 
companies. 

No  one  at  Raychem  has  a  job  for  life.  Nothing  is  guarantee 
except  the  opportunity  for  self-improvement  and  the  proi, 
ise  that  breadth  of  skills  and  experience  are  valued.  An  i> 
house  career  center  offers  training  in  interviewing  and  resur, 
writing  and  assists  employees  looking  for  new  posts  within  t:: 
Menlo  Park  (Calif.)  industrial-products  maker.  The  paybac 


COMMENTARY 


By  Jack  Patterson 

WELCOME  TO  THE  COMPANY  THAT  ISN'T  THERE 


In  computerese,  a  virtual  disk  exists 
only  in  the  computer's  memory;  when 
the  computer  is  turned  off,  the  virtual 
disk  is  obliterated.  By  analogy,  I  sup- 
pose, people  who  work  for  the  new  vir- 
tual corporations  can  be  called  virtual 
employees.  What  happens  to  these  peo- 
ple when  the  power  is  turned  off  and 
their  virtual  employer  disappears?  Do 
they  vanish  along  with  the  electrons? 
Are  they  put  together  again  somewhere 
when  some  chief  executive  loads  another 
virtual  corporation  into  memory? 

It's  an  uneasy  vision — at  least  from 
the  vantage  point  of  one  who  has  spent 
his  entire  working  life  in  the  real-world 
offices  of  desks,  typewriters,  overflow- 
ing ashtrays,  and  overturned  coffee 
cups.  This  new  world  of  work  is  shaping 
up  as  a  far  scarier  place  than  the  one  my 
generation  labored  in.  It's  riskier,  less 
dependable,  more  anxiety-provoking. 
For  the  foreseeable  future,  younger  peo- 
ple will  find  jobs  harder  to  obtain  and 
harder  to  hold  onto.  Those  who  survive 
and  thrive  will  need  a  daunting  array  of 
new  skills  and  make  themselves  a  lot 
more  adaptable,  independent,  and 
tough-minded  than  those  of  us  who  came 
along  decades  ago  ever  imagined. 
PROFESSIONAL  PRIDE.  For  more  than  30 
years,  I  worked  for  one  employer.  The 
location  and  appearance  of  its  offices 
changed  occasionally,  but  there  was  al- 
ways one  reassuring  constant:  Whenev- 
er I  took  a  stroll  around  the  floor,  I  en- 
countered other  people  who  were — in 
various  degrees  and  combinations — tal- 
ented, stubborn,  knowledgeable,  irritat- 
ing, interesting,  and  opinionated.  We 
were  reasonably  sure  that  if  we  per- 
formed satisfactorily,  our  jobs  were 
more  or  less  secure.  What's  more,  a  sur- 


prising number  of  us  served  out  our  full 
sentence.  My  crowd  was  fortunate  to  be 
nearing  retirement  age  by  the  time  "re- 
structuring," "reengineering,"  and  all 
those  other  bloodless  euphemisms  for 
wholesale  bloodletting  became  the  rage 
among  American  corporations. 

My  fellow  workers  and  I  argued  a  lot, 
but  we  learned  a  great  deal  from  one  an- 
other. What  bound  us  together  was 
mainly  our  commitment  to  a  common 
goal:  to  produce  the  best  product  we 
could.  Keeping  the  paychecks  coming 
was  certainly  one  motive,  but  more  than 
that,  we  wanted  to  keep  our  own  and 
one  another's  respect.  We  called  it  pro- 
fessional pride.  On  days  when  our  prod- 
uct emerged,  despite  the  feeling  that 
this  or  that  could  have  been  done  better, 
an  almost  palpable  sense  of  satisfaction 
and  accomplishment  pervaded  the  office. 

No  standing  around 
the  water  cooler, 
exchanging  stories, 
and  maybe  learning 
something  useful 

Freud  was  only  one  of  many  thinkers 
who  have  pointed  out  that  work  (along 
with  love)  is  one  of  the  essential  sources 
of  self-esteem  and  meaning  in  life.  Some 
work  is  brutish  and  degrading,  of 
course,  but  advanced  societies  offer 
more  people  more  chances  to  work  at 
jobs — whether  modest  or  top-drawer — 
that  allow  them  to  make  use  of  whatev- 


er talents  they  have.  And  the  almos 
ological  imperative  to  find  meaning 
through  work  is  at  the  core  of  the  lo 
standing  compact  between  worker 
employer.  The  primary  job  of  a  man 
it  has  been  noted,  is  to  induce  his  e 
ployees  to  make  their  best  efforts  to 
the  job  he  wants  done.  Some  try  to 
this  by  instilling  fear,  but  the  task  is 
easier  if  employees  want  what  mana 
ment  wants.  And  that's  more  often 
case  when  the  job  provides  some  re 
able  level  of  psychic  reward. 

Yet  much  of  what  is  taking  place 
today's  world  of  work  is  weakening 
even  breaking  the  traditional  bonds 
tween  employers  and  their  employe 
and  among  employees  themselves 
nonmaterial  rewards  that  come  in  la 
measure  from  collegiality  and  comm 
nality  of  interest  are  diminishing 
FREELANCE  NATION.  More  and  more 
panies  are  turning  to  an  "interim"  w 
force — temporary,  freelance  people 
can  be  called  in  or  sent  home  as  the 
ployer  requires.  Some  companies  ar 
dispensing  with  proper  offices;  empl 
ees  work  at  home,  on  the  road,  or  occ 
sionally  drop  by  some  all-purpose  cul 
cle  somewhere  to  plug  in  their  laptop 
No  standing  around  the  water  cooler, 
exchanging  stories,  and  maybe  learni 
something  useful  from  a  co-worker. 
Then  there  are  the  virtual  corporatio 
comprised  of  transitory  teams  of  peo] 
who  deal  with  other  transitory  team: 
all  of  whom  must  take  the  others'  cor 
petence,  honesty,  and  reliability  on  fa 

No  reasonable  person  can  quarrel 
with  the  idea  that  managers'  primary 
obligation  must  be  to  keep  their  com 
nies  competitive  in  a  global  economy 
But  can  the  needed  productivity  and 
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i  CEO  Saldich:  "We  get  a  person  who  is  fully  engaged, 
is  excited  about  what  he  or  she  is  doing — a  much  more 
luctive,  dedicated  employee." 

ertainly,  education  forms  a  foundation  for  the  new  work- 
er The  continuing  growth  in  professional  and  technical  oc- 
itions  will  demand  ever-higher  capabilities  of  Ameri- 
5.  Says  Joe  Lo  Galbo,  a  Ford  Motor  Co.  machinery 
drman-turned-trainer:  "The  auto  worker  is  almost  a  sci- 
st  in  a  technical  way.  He's  required  to  know  so  many 
es,  he's  required  to  know  so  much."  Ford  offers  workers 
o  $3,100  a  year  toward  tuition  for  approved  courses. 
;dSignal  Corp.  sent  all  86,000  employees  through  a  four- 
course  on  total  quality  and  is  gearing  up  for  a  second 
ion. 

ven  so,  at  1.4%  of  payroll,  U.  S.  employers  are  spending 
;ively  little  on  training.  Training  magazine  says  formal 
?  development  spending  by  U.  S.  companies  with  more 


than  100  employees,  at  $50.6  billion  this  year,  will  be  up  just 
11%  from  1990 — less  than  inflation. 

Economists  and  executives  worry,  too,  whether  all  the 
training,  reengineering,  and  empowerment  are  sustainable. 
We  increasingly  demand  that  our  workers  take  on  responsibil- 
ity and  risk,  yet  their  pay  is  falling.  Will  $8-an-hour  machin- 
ists do  high-performance  work?  "The  real  answer  is,  we  don't 
know  yet,"  says  mit's  Osterman.  "But  you  can't  expect  work- 
ers to  keep  contributing  their  ideas  when  they  don't  get  re- 
warded for  them." 

The  new  compact  still  binds  employer  and  employee  in  a 
web  of  loyalty  and  mutual  responsibility — a  blend  of  com- 
munity and  autonomy.  But  it  no  longer  protects  from  the  re- 
ality of  competition.  Perform,  it  demands,  and  we  shall  see. 
Share  in  the  risks.  No  guarantees. 

By  Keith  H.  Hammonds  in  New  York,  with  Kevin  Kelly  in 
Chicago,  Karen  Thurston  in  Atlanta,  and  bureau  reports 


quality  gains  be  achieved  by  a  workforce 
that  is  angry  and  fearful?  Won't  employ- 
ees who  feel  isolated,  indifferent,  and  in- 
secure define  their  self-interest  as  nar- 
rowly as  too  many  companies  now  do? 

Despite  my  advancing  years,  I  am  not 
arguing  simply  that  the  old  ways  are  the 
best  ways.  In  many  respects,  new  is  bet- 
ter. The  people  working  in  my  former  of- 
fice these  days  are  a  far  more  diverse 
group,  racially  and  by  gender,  than  when 
I  worked  there.  And  I  think  they  are 
more  open  to  change  than  we  were. 
Moving  to  new  technology,  such  as  from 
typewriters  to  computer  workstations, 
flummoxed  many  of  us  years  ago,  but  it 
doesn't  frighten  them  a  bit.  For  one 
thing,  experience  has  shown  them  that 
while  new  technology  forces  some 
changes  in  their  work  habits,  people  can 
find  almost  as  many  ways  to  force  tech- 
nology to  adapt  to  them. 
QUAINT  RELIC.  The  danger  I  see  is  that 
the  intangible  but  indispensable  values  I 
discovered  at  work  will  be  lost:  the 
sense  of  community,  the  shared  goals, 
the  spirited  exchange  of  ideas,  the  pride 
of  achievement.  They  are  not,  I  admit, 
the  concepts  managers  generally  use  to 
measure  employee  performance.  But 
without  them,  I  think,  permanent  gains 
in  efficiency  and  quality  will  be  difficult 
or  impossible  to  achieve. 

Some  people,  no  doubt,  welcome  the 
new  way  of  working,  with  its  greater 
flexibility  and  freedom.  And  in  time, 
most  jobs  will  be  held  by  young  people 
who,  if  they  have  even  heard  about  the 
kind  of  office  I  worked  in,  would  regard 
it  as  a  quaint  relic.  By  then,  manage- 
ment will  probably  have  discovered  the 
answer  to  the  question  that  bothers  me: 
whether  the  gains  delivered  by  the  new 
here-today-gone-tomorrow  working  en- 
vironment are  lasting  or  as  evanescent 
as  the  information  on  that  virtual  disk. 


Jack  Patterson  retired  as  editor  of  the 
editorial  page  in  1987. 


BUSINESS 
ROLLS 
THE  DICE 

In  the  new  U.S.  economy,  the  risks  are 
greater-and  so  are  the  potential  rewards 

Since  the  Great  Depression,  work  has  been  a  place  where 
both  employers  and  employees  strove  for  certainty.  Work- 
ers wanted  a  secure  job  and  a  steady  income.  In  ex- 
change, companies  expected  to  keep  control  over  what  is  per- 
haps their  most  critical  resource:  their  employees. 

All  that  has  changed.  Job  security  has  virtually  vanished, 
as  the  pain  of  downsizing  continues  to  rip  through  the  U.  S. 
Over  the  past  year,  almost  600,000  new  job  cuts  were  an- 
nounced— and  this  in  an  economy  growing  at  a  buoyant  rate 
of  4$  annually.  At  the  same  time,  switching  careers — even  in 
g  middle  age — is  becoming  commonplace. 
3     Those  who  aren't  losing  their  jobs  are  finding  convention- 
gal  notions  of  security  undermined  as  corporations  rethink 
a  the  nature  of  work  itself.  Changing  the  traditional  workplace 
5  promises  great  benefits  to  both  workers  and  employers  in 
<  the  form  of  greater  productivity,  better  quality,  more  flexibil- 


ity, and  higher'  profits  and  wages.  But  it  also  brings  gres  ¥i 
risks.  For  workers,  the  evolution  of  the  workplace  can  mea 
giving  up  the  security  of  a  comfortable  office,  a  permanent  jol 
a  set  income.  Employers  may  be  forced  to  yield  some  mes 
sure  of  control  over  their  workers  to  achieve  the  productiv 
ity  gains  they  need. 

Why  are  U.  S.  businesses  and  workers  ready  to  overhaul  th 
way  work  has  been  organized  for  the  better  part  of  a  centu  |y 
ry?  Simple  necessity.  After  20  years  of  slow  productivity 
growth  and  falling  real  profits  and  wages,  the  U.  S.  faces  th 
daunting  prospect  of  intensified  global  competition.  American 
are  forced  to  look  for  ways  to  boost  productivity  and  cu 
costs,  even  if  it  means  accepting  more  uncertainty  in  th  r, 
workplace.  It's  no  different  from  the  financial  markets:  As  ev  n 
ery  smart  investor  knows,  higher  returns  usually  mean  high 
er  risks. 

NO  INVENTORY  CUSHION.  Indeed,  the  revolution  in  the  work 
place  is  part  of  a  broader  movement  across  the  entire  U.  S 
economy  toward  accepting  greater  risks  in  exchange  for  big 
ger  gains.  Look  at  the  evidence:  Americans  are  going  entre 
preneurial  with  a  vengeance,  with  the  rate  of  new  business  in 
corporations  hitting  an  annual  rate  of  737,000  in  the  first  fou 
months  of  1094 — the  highest  rate  ever.  Investors  have  poure( 
some  $160  billion  over  the  last  18  months  into  foreign  stock: 
and  bonds,  seeking  higher  returns  at  the  expense  of  greate 
risks. 

Many  corporations,  too,  are  rolling  the  dice,  taking  risks  no 
only  in  the  workplace  but  also  in  their  capital  investment: 
and  strategic  decisions.  Billions  are  being  committed  to  creat 
ing  the  Information  Superhighway — from  fiber-optic  cable  t< 
world-spanning  satellites — without  any  guarantee  that  a  prof 
itable  market  will  ever  exist.  The  widespread  adoption  o: 
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INVESTING 

Americans  are 
pouring  billions 
into  foreign 
bourses,  toler- 
ating more 
danger  for 
higher  returns 

The  Philippines  stock 
market  has  gone  up  some 
50%  over  the  past  year 


just-in-time  production  has 
mostly  eliminated  the 
cushion  that  inventories 
used  to  provide.  And  look- 
ing abroad,  any  U.  S.  com- 
pany with  investments  in 
China  or  Russia  knows  full 
well  that  these  transition- 
al economies  could  become 
inhospitable  to  capitalism 
overnight. 

Still,  the  new  willing- 
ness to  take  risks  is  al- 
ready showing  results, 
ictivity  has  surged,  and  the  U.  S.  has  regained  its  lead- 
jsition  in  key  technologies,  according  to  a  new  report 
the  Council  on  Competitiveness.  Wages  and  salaries, 
ted  for  inflation,  rose  3%  over  the  last  three  years,  their 
st  sustained  gain  since  the  early  1970s.  And  corporate 
s,  in  real  terms,  have  surged  to  historic  highs, 
t  the  downside  is  that  the  U.  S.  economy  has  not  yet 
ed  ways  to  protect  people  from  the  increased  risks  they 
ace.  Instead,  the  current  tax  and  health-care  systems  ac- 
r  penalize  job-losers  and  career  switchers.  Moreover, 
;he  workplace  no  longer  offering  a  safe  haven,  workers 
eventually  require  the 
on  of  new  markets,  similar 
ures  markets,  where  they 
uy  insurance  against  in- 
fluctuations. 

til  such  mechanisms  are 
ad,  many  workers  will  find 
selves  grappling  largely  on 
own  with  the  risks  and  re- 
5  of  the  transforming  work- 
.  One  key  change,  already 
inder  way,  is  the  decreas- 
se  of  pension  plans  that 
ise  to  pay  a  set  amount  at 
sment — the  so-called  de- 
benefit  plans.  Only  56%  of 
me  workers  are  now  cov- 
by  defined-benefit  plans, 
from  84%  in  1982.  Instead, 
ianies  are  moving  to  de- 
-contribution  programs. 


such  as  401(k)  plans,  which  give  workers  a  set  amount  of  mon- 
ey each  month  to  invest  for  retirement. 

Clearly  this  shift  has  created  new  risks  for  workers,  since 
their  retirement  income  now  depends  on  how  well  their  in- 
vestments do.  What's  less  widely  understood  is  that,  invest- 
ed wisely,  a  401(k)  or  other  defined-contribution  plan  can  do 
better  than  a  pension  plan  that  pays  fixed  benefits.  Consider: 
Many  pension  funds  gained  from  the  stock  market  boom  of  the 
1980s.  Yet  companies  did  not  raise  their  promised  pension 
benefits.  Instead,  the  higher  investment  returns  enabled 
them  to  cut  their  funding  of  pension  plans.  With  a  401(k)  in- 
vested in  equities,  it's  the  workers  who  receive  the  gains 
from  a  rising  stock  market,  not  the  companies. 

As  employees  adjust  to  the  new  realities  of  the  labor  mar- 
ket, the  same  trade-off  between  higher  risk  and  increased  re- 
turn shows  up  over  and  over  again.  Take  the  increasing  use  of 
temporary  or  contingent  workers,  outside  consultants,  and 
subcontractors  to  replace  laid-off  full-time  personnel.  This 
means  that  many  Americans,  while  still  working,  have  been 
shoved  outside  the  security  blanket  of  big  companies. 

Yet  that  isn't  all  bad  news.  According  to  new  research  from 
economist  Andrew  M.  Yuengert  at  Pepperdine  University,  on 
average  self-employed  workers  earn  about  40%-  more  per  hour 
than  those  working  for  someone  else.  Moreover,  capital  in- 
vested by  the  self-employed  in  their  own  businesses  can  pay 
high  returns  compared  with  most  other  investments. 

At  the  same  time,  the  employer  faces  new  risks  in  hiring 
outside  workers.  Historically,  successful  corporations  have 
relied  on  the  knowledge  embodied  in  their  workers  as  a  crit- 
ical corporate  asset.  Yet  outsourcing  removes  that  competi- 
tive advantage.  "If  they're  buying  services  on  the  market, 
everyone  has  access  to  them,"  says  William  Lazonick,  an 
economist  at  University  of  Massachusetts  at  Lowell. 
ESCHEWING  THE  SAFE  COURSE.  Even  with  these  pitfalls,  the 
shift  to  the  new  workplace  is  a  gamble  that  needs  to  be  taken. 
Clearly,  the  old  ways  of  work  aren't  working  well  anymore.  By 
most  measures,  the  economy  has  stagnated  since  the  early 
1970s.  Productivity  growth  slowed  to  a  crawl,  real  wages  and 
salaries  stopped  rising,  and  the  trade  deficit  widened  sharply. 
And  the  prospect  of  even  more  intense  foreign  competition  is 
making  change  easier  to  accept  for  Americans. 

Certainly  workers  and  companies  are  more  willing  to  ex- 
periment with  new  forms  of  work,  even  as  the  U.  S.,  overall, 
shifts  to  a  high-risk,  high-return  economy.  Investment  in  for- 
eign stock  markets  has  soared  in  recent  years,  for  example. 
These  markets  are  far  riskier  than  their  U.  S.  counterparts, 
and  it's  possible  to  lose  money  fast.  But  the  returns  from  in- 
vesting in  foreign  markets  can  be  staggering:  The  Philip- 


TAKING 
CHANCES 


For  workers  as  for  corporations,  global  competition  and  technological 
change  are  making  higher  returns  hard  to  come  by.  The  upshot: 
Individuals  must  shoulder  more  risk  to  achieve  greater  rewards. 
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Special  Report 


pines  stock  market,  to  name  one,  has  gone  up  some  50%  over 
the  past  year. 

U.  S.  companies,  too,  are  expanding  overseas  at  an  acceler- 
ating pace,  willing  to  chance  political  and  economic  turmoil  in 
exchange  for  a  shot  at  high  profits.  In  1993,  U.  S.  businesses 
invested  $58  billion  in  foreign  operations,  double  the  level  of 
just  two  years  earlier.  So  far  in  1994,  investment  overseas  is 
running  at  a  rate  that  would  top  $65  billion. 

At  home,  U.  S.  companies  are  showing  themselves  more 
willing  to  take  large-scale  technological  risks.  Intel  Corp. 

and  Hewlett-Packard 
Co.  are  held  up  as 
models  to  be  emulat- 
ed, in  part  because 
they  are  willing  to  take  the  risk  of  investing  billions  in  creat- 
ing and  promoting  new  products,  even  at  the  cost  of  canni- 
balizing existing  lines.  By  contrast,  IBM  struggled  in  the  1980s 
because  it  took  the  "safe"  course  and  tried  to  protect  the 
profits  from  its  mainframe  computer  business. 

On  a  smaller  scale,  U.  S.  manufacturers  have  embraced 
just-in-time  methods  because  they  reduce  inventory  costs 
and  raise  quality.  But  what's  less  appreciated  is  that  just-in- 
time  creates  new  risks. 
;"Even  small  traffic  jams 
;can  delay  your  materials 
i  and  shut  down  your  plant," 
rsays  Eric  Johnson,  a  man- 
i  agement  professor  at  Van- 
;derbilt  University.  And  if 
suppliers  run  short  of  a  cru- 
|  rial  part  because  of  excess 
:  demand  or  a  strike,  then 
:  production  can  quickly 
:  grind  to  a  halt. 

With  all  this  new  accep- 
!  tance  of  risk  in  the  Ameri- 
can economy,  it's  not  sur- 
'  prising  that  the  accelerating 
!  pace  of  change  in  the  work- 
place is  creating  winners 
;and  losers,  people  whose 
skills  and  talents  are  being 


PRODUCTIVITY 

The  U.S.  has 
regained  its  No. 
position  in  key 
technologies,  and| 
profits  have  surge 

Hewlett-Packard  plant:  The 
company  has  aggressively 
promoted  new  products 


rewarded  and  others  who 
just  struggling  to  get  by.  Un 
tunately,  the  institutions  t 
would  allow  workers  to  man 
that  risk  effectively  have  j 
kept  pace.  Take  medical  care,] 
example.  With  President  CI 
ton's  health-care  reform  inij 
tive  on  hold,  health  insurance  is  still  tied  closely  to  the  wol 
place.  That  means  that  anyone  forced  out  of  a  job  runs  the  i] 
of  losing  coverage  for  preexisting  conditions,  or  worse,  I 
ing  without  health  insurance  at  all. 

INCOME-FLUCTUATION  insurance?  The  tax  system,  too,  col 
be  changed  to  impose  less  of  a  burden  on  workers  trying] 
show  flexibility  in  the  new  economy.  Under  current  tax  id 
the  irs  allows  people  staying  in  the  same  position  to  wn 
off  the  cost  of  continuing  education.  But  for  the  person  tj 
ing  to  switch  careers,  the  cost  of  training  and  education 
not  deductible. 

Longer-term,  economist  Robert  Shiller  of  Yale  Univers 
has  proposed  creating  new  markets  where  people  could  q 
insurance  against  income  fluctuations.  "Companies  can't  gi 
them  that  kind  of  security,"  says  Shiller.  "They  need  hedgi 
markets."  Such  a  market  would  enable  people  to  take  bigd 
risks  with  less  worry  of  going  bankrupt. 

With  or  without  such  innovative  safety  nets,  compan 
and  workers  will  have  to  embrace  risk  wholeheartedly, 
today's  brave  new  world  of  work,  you  have  to  take  the  pa 
if  you  want  the  chance  to  gain. 

By  Michael  J.  Mandel  in  New  Ya 


ENTREPRENEURS 

This  year,  the  rate 
of  new  business 
incorporations 
hit  737,000-the 
highest  ever 


The  self-employed  earn 
about  40%  more  hourly  than 
those  who  work  for  others 
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rhe  vehicle  of  choice  in  places  even  tougher  than  the 
Himalayas.  Like  Four  Wlieeler  magazine. 


iter  an  exceptionally  thorough 
J  hrutally  honest  evaluation  of  a 
mber  of  new  sport  utility  vehicles, 
;  Four  Wheeler  experts  put  together 
omplete  description  of  the 
fender  90  from  Land  Rover: 
'1994  Four  Wheeler  of  the  Year." 

Short,  but  rather  fitting  prose  for  a 
licle  that's  conquered  a  bewildering 
ersity  of  terrain. 

Climbing  down  into  the  deep 
pper  Mines  of  Zambia,  up  the  tower- 


ing cliffs  of  the  Hindu  Rush,  and 
bouncing  across  otherworldly  savannas. 

With  the  sheer  strength  of  the 
Defender's  3.9  liter  V-8  engine, 
massive  chassis,  and  extraordinary 


DEFENDER  90 


coil  spring  suspension,  you  won't 
ever  be  looking  for  the  path  of  least 
resistance.  You'll  be  driving  it. 

So  why  not  call  1-800-FINE  4 WD 
for  the  nearest  dealer?  You  can  own 
one  of  these  remarkable  vehicles  for  a 
price  starting  at  around  027,900* 

Are  there  less  expensive  4x4's? 

Of  course.  Four  Wlieeler  magazine 
even  has  a  list  of  many  of  them. 

They're  the  ones  that  weren't 
chosen  Four  Wheeler  of  the  Year. 


Special  Report 


THE  WINDS  OF 
CHANGE  BLOW 
EVERYWHERE 

A  more  efficient  global  workforce  may  mean 
a  wider  gap  between  haves  and  have-nots 

Look  at  how  work  is  done  at  software  house  Infosys  Tech- 
nologies Ltd.  and  you'd  think  you  were  in  Silicon  Valley. 
From  its  use  of  high-speed  networking  to  its  flexible 
management,  the  Bangalore  (India)-based  Infosys  resembles 
California  rivals  more  than  India's  traditional  hierarchical 
behemoths.  "We  don't  really  have  a  structure,"  says  Deputy 
Managing  Director  Nandan  Nilekani.  "Depending  on  the  job, 
teams  form,  do  the  work,  and  then  disband." 

Or  turn  to  the  sleepy  agricultural  region  of  Basilicata  in 
southern  Italy,  where  auto  maker  Fiat  recently  opened  a  $2.9 
billion  plant  in  one  of  the  most  ambitious  attempts  yet  by  a 
European  manufacturer  to  shake  off  hidebound  work  prac- 
tices. Fiat  spent  $64  million  training  workers  and  engineers 
to  operate  in  independent,  multiskilled  teams.  Factory  work- 
ers and  office  staff  now  labor  together  under  the  same  roof. 
Top-down  decision-making  is  dead,  says  Maurizio  Magna- 
bosco,  Fiat  Auto's  personnel  chief.  "Problems  are  solved  by 
teams  actually  working  on  production." 
MOVING  FAST.  Sound  familiar?  The  winds  of  change  blowing 
through  the  American  workplace  are  also  gusting  abroad.  Al- 
though change  has  rarely  gone  as  far  or  fast  as  in  the  U.  S.,  the 
spread  of  information  technology,  moves  to  flatten  hierarchies 
and  empower  workers,  and  rising  global  competition  have  be- 
gun to  force  a  rethinking  of  work  worldwide.  Many  economies 
face  massive  downsizings.  In  Europe,  recession  has  left  millions 
unemployed  and  millions  more  worried  about  the  future.  For 
Mexico  and  India,  open  markets  have  forced  protected  in- 
dustries to  restructure  even  as  new  work  floods  in.  And  while 
Japanese  joblessness  is  just  3.1%,  lifetime  employment  is  now 
being  questioned.  The  result:  a  global  rise  in  job  anxiety. 

Yet  if  pressures  are  similar,  the  ability  to  adjust  is  far  from 
uniform.  "Huge  differences  exist  in  countries'  responses  to  the 
challenge  of  finding  new  ways  of  working,"  says  Michael 
Hammer,  co-author  of  Reengineering  the  Corporation.  "In 
much  of  Europe  and  Japan,  neither  workers  nor  managers  are 
comfortable  with  the  flexibility  and  rapid  change  needed." 

In  moving  to  flatten  management  structures  and  delegate 
more  responsibility  to  workers,  Europe  is  moving  fastest — 
particularly  Britain,  Scandinavia,  and  the  Netherlands.  Pri- 
vatized companies  such  as  British  Airways  PLC  and  British 
Telecommunications  PLC  led  the  way  by  slashing  manage- 
ment layers  and  becoming  more  entrepreneurial  upon  leaving 
the  government  fold.  But  now  growing  numbers  of  companies 
have  revitalized  by  ending  older,  assembly-line  work  practices. 

Typical  is  Sun  Life  Assurance  Society  PLC,  a  Bristol-based 
insurer  managing  $24. f>  million  in  assets.  Sun  Life  eliminated 
most  middle  management  and  reorganized  once-isolated  cus- 
tomer service  representatives,  each  in  charge  of  a  tiny  part 
of  processing  a  customer's  file,  into  teams  that  handle  jobs 
from  start  to  end.  The  result:  Turnaround  time  to  settle  claims 
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Europeans  are  taking  the  first 
tentative  steps  toward  breaking  up  ! 
often  hierarchical  business  cultures!* 


At  Fiat,  workers  and  engineers  are  trained 
to  operate  in  multiskilled  units 


was  cut  nearly  in  half,  while  new  business  grew  45%.  Bu 
the  change  is  also  unsettling.  Although  team  leader  Juliett 
Britton  finds  work  more  fulfilling,  management  cuts  mea: 
"there's  nowhere  else  for  me  to  go." 

Elsewhere  in  Europe,  experimentation  is  more  limited,  pa: 
ly  because  the  technologies  needed  to  re-order  work — void 
mail,  E-mail,  and  videoconferencing — are  just  catching  on.  Bu 
hierarchical  business  cultures,  rigid  work  rales,  and  high  un! 
employment  also  hinder  change.  Efforts  to  boost  flexibility 
have  aimed  at  preserving  jobs  as  much  as  redefining  them 

In  Japan,  attempts  to  create  new  work  practices  are  als<! 
in  their  infancy.  High  telecommunications  costs  and  limited 
space  in  Japanese  homes  have  made  setting  up  workers  ouj 
of  the  office  too  expensive.  And  use  of  E-mail  and  persona 
computers  is  well  behind  U.  S.  levels.  Still,  there  are  signs  oq 
flexibility.  Toshiba  Corp.  is  experimenting  with  telecommuU 
ing  for  software  researchers,  while  Orix  Corp.,  Japan's  larges 
leasing  company,  now  hires  workers  short-term  to  build  its 
branch  network.  But  cautious  steps  away  from  lifetime  em 
ployment  won't  mean  the  radical  change  of  American-styk 
reengineering.  Japan's  white-collar  ranks  and  service  firms  re 
main  heavily  overstaffed  and  inefficient. 


i 

i 


Educational  spending  has  risen  steadily,  with  emphasis  on 
science  and  math.  Between  1975  and  1985,  for  example,  Hong 
Kong  upped  per  capita  spending  on  secondary  school  from 
$180  to  $810  in  current  dollars,  while  Korean  spending  soared 
from  $33  per  student  to  $450  by  1989.  Just  as  important, 
school  attendance  has  grown.  According  to  the  World  Com- 
petitiveness Report,  Taiwan  now  sends  93%  of  its  12-to-17- 
year-olds  to  high  school — just  below  Japan's  96%  and  above 
the  U.  S.'s  92%.  Korea  has  achieved  87%  attendance,  while 
Hong  Kong  has  hit  73%.  Employers  typically  add  considerable 
job  training,  creating  a  broad,  technically-literate  labor  pool. 
OUT  OF  SYNCH.  Some  of  the  laggards  are  trying  to  catch  up. 
Governments  across  Latin  America  are  waking  to  the  need  to 
follow  Asia's  lead.  In  Mexico,  for  example,  fears  about  losing 
the  unskilled  jobs  on  which  the  country  depends  to  even 
cheaper  Chinese  or  Indian  workers  have  brought  calls  to  im- 
prove education  and  training,  particularly  for  the  40%  of  stu- 
dents who  don't  finish  grade  school. 

Of  course,  education  alone  is  not  enough;  if  it  were,  Europe 
would  be  better  positioned.  But  the  emphasis  on  general  edu- 
cation, and  a  frequent  lack  of  vocational  training,  could  leave 
Europe  short  of  qualified  technicians.  "People  are  traditional- 
ly well-educated,  but  their  skills  are  no  longer  in  sync  with 
work,"  says  Stephane  Garrelli,  professor  at  imd,  a  top  European 
business  school.  Nor  do  demographics  favor  Europe:  Outside 
of  Japan,  Asian  populations  are  far  younger.  "The  younger  the 
workforce,  the  more  computer-literate,"  says  David  Shpilberg, 
Ernst  &  Young's  head  of  information  technology.  "That's  a 
huge  advantage  in  adapting  to  new  technology." 

For  those  unable  to  adapt,  the  future  looks  increasingly 
grim.  Indeed,  to  global  competition  and  global  communica- 
tions, add  another  global  trend:  fear  of  a  growing  schism  be- 
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DATA:  WORLD  COMPETITIVENESS  REPORT  (WORLD  ECONOMIC  FORUM 
ANO  LAUSANNE  INSTITUTE  OF  MANAGEMENT  DEVELOPMENT) 


Who  has  the  most  qualified  workforce?  In  a  rank- 
ing combining  quality  of  public  education,  levels 
of  secondary  schooling  and  on-the-job  training, 
computer  literacy,  and  worker  motivation,  these 
are  the  top  20  countries,  in  descending  order. 


change  is  coming,  where  will  workers  be  best  prepared? 
key  component  will  be  education  and  training,  increas- 
7  seen  by  developed  and  developing  countries  alike  as 
ial  to  creating  adaptable  labor  forces.  That's  all  the  more 
as  low-level  jobs  are  lost  to  technology  and  the  remain- 
obs  demand  higher  skills.  At  German  communications 
t  Siemens,  for  example,  semi-skilled  labor  has  gone  from 
of  the  workforce  to  21%  since  1962,  while  skilled  tech- 
ins  have  doubled  to  37%.  The  spread  of  sophisticated 
uction  processes  and  workers'  expanding  responsibili- 
mean  that  even  factory  work  can  require  more  education, 
n  that  score,  many  Asian  countries  look  best  prepared. 


tween  those  benefiting  from  change  and  those  left  behind. 
"In  most  sectors,  the  labor  force  doesn't  see  technology  as  a 
means  for  upgrading  careers,  but  as  the  death  of  their  ca- 
reers," says  L.  V.  Subramaniam,  editor  of  India's  Labour  Her- 
ald, a  local  union  newsletter.  That  sentiment  is  increasingly 
being  heard  all  over  the  globe,  as  workers  and  managers 
alike  wonder  if  we  are  heading  toward  a  world  in  which  half 
the  population  is  permanently  overworked,  and  the  other 
half  permanently  unemployed. 

By  Jane  A.  Sasseen  in  New  York,  with  Robert  Neff  in 
Tokyo,  Sltekar  Hattangadi  in  Bombay,  Silvia  Sansoni  in 
Rtutir,  and  bureau  reports 
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Special  Report 


THE  RULES  OF  THE  GAME 
IN  THE  NEW  WORLD  OF  WORK 

Wrenching  changes  in  the  workplace  have  made  it  both  exciting  and  difficult  to  navigate 


-.  - 


- 


Team  workers.  Global  executives.  The  multi- 
cultural workforce.  Virtual  employees. 
Road  Warriors.  All  these  terms,  foreign  to 
the  management  lexicon  65  years  ago,  have 
been  proffered  as  a  nswers  for  a  nettling  question: 
What  is  the  new  definition  of  a  worker  in  our  much- 
changed  world?  It's  not  surprising  that  the  answers 
arc  raried.  Where  yon  fall  in  today's  employment 
pecking  order — young  or  old,  black  or  white,  man- 
agement or  labor — often  determines  how  hospitably 
you  view  the  new  economic  environment.  Technology 
that  allows  employers  to  do  more  with  less,  for  exam- 
ple, has  become  both,  the  worker's  friend  and  foe — de- 


pending on  which  end  of  the  downsizing  ax  you're 
And  the  economic  blessings  that  stem  from  Ameri 
ca's  steady  march  toward  a  "knowledge  workforce" 
can  become  a  personal  curse  if  you  don't  have  the  t 
vanced  skills  needed  to  keep  up.  Just  as  the  U.S. 
economy  has  been  changed  by  global  competition,  i 
has  the  nature  of  work  been  changed  by  the  rush  fo 
efficiency  and  the  end  of  the  corporate  family.  Hen 
is  an  intimate  look  at  seven,  workers  who  arefindir, 
their  way  in  this  new  world.  For  them,  the  revoluti 
in  the  workplace  isn't  a  matter  of  abstract  manage 
ment  theory.  They  are  living  its  promise,  and  its 
challenge,  every  day. 


I 


FREELANCER: 

Have 
sharp  ax, 
will  travel 


Robert  J.  Glendon  could- 
n't have  been  less  pop- 
ular  when  he  para- 
chuted into  John  Hinckley  & 
Sons  Inc.  last  year.  Arriving 
less  than  five  hours  after  a 
bankruptcy  judge  named  him 
interim  chief  executive  of  the 
Cape  Cod-based  hardware 
chain,  Glendon  immediately 
began  dissecting  the  compa- 
ny's books  and  grilling  em- 
ployees. Within  days,  he 
phoned  Hinckley's  president 
at  a  World  Series  game  and 
gave  him  the  boot.  Then  he 
shuttered  the  largest  of 
Hinckley's  four  stores,  laying 
off  25%  of  its  workforce. 
Glendon  admits  he  often 
looked  over  his  shoulder  as 
he  walked  alone  to  his  car 
late  at  night  because  "they 
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ROBERT  GLENDON  Rescuing  companies  involves  firing 
deadwood  and  restoring  surviving  workers'  confidence 


Ft 


i 


were  ready  to  strangle  m 
For  51-year-old  Glend< 
it's  all  in  a  day's  work.  Ai 
permanent  executive  fn 
lancer,  he  shuttles  from 
ing  company  to  ailing  comr. 
ny,  serving  as  temporary  c 
or  finance  chief  and  maki 
the  tough  calls  that  longtir 
managers  are  often  loath 
make.  This  fall,  he  is  simi 
taneously  running  Hinckley 
a  Philadelphia  restaura 
chain  called  Seafood  Shantt« 
and  Sanborn  Inc.,  a  build 
of  centrifuges  and  oil-reco 
ery  equipment.  Through 
affiliation  with  Recove 
Group,  a  small  Boston  fir 
specializing  in  rescuing  dij 
tressed  companies,  he  h 
also  worked  for  a  computi 
company,  a  bridal-gown  ma 
ufacturer,  and  a  potty-cha 
maker.  "I  live  for  FedExe 
faxes,  and  phone  calls," 
says. 

Glendon  is  a  new  kind 
itinerant  executive,  a  specie 
ist  in  handling  tough  jobs 
tough  times.  Four  years  ag 
he  gave  up  a  17-year  carec 
as  cfo  of  a  large  New  Enjl 
land  metals  supplier  becauaj 
he  couldn't  stand  the  tediu:| 


■ 


daily  routine.  Now,  for 
$175  an  hour,  he  pro- 
a  messy-though-essen- 
rvice  well-suited  to  to- 
i  economy:  nursing 
led  companies  back  to 
i.  With  corporate  loyal- 
the  wane,  freelancing 
emping  have  moved 
;he  secretarial  pool  into 
irner  office.  And  insid- 
iced  with  nasty  duty 
increasingly  turn  to 
dents  like  Glendon. 
i  hardest  part  of  Glen- 
career  is  the  intense 
lure  of  the  first  few 
;  on  a  new  job,  he  says, 
e  traveling.  Companies 
ire  him  are  often  bare- 
ive.  Creditors  are 
ming  for  their  money, 


SURVIVAL  KIT 


 JESSENTIAL  SKILLS  

•  Ability  to  listen 

•  Stomach  to  deliver  bad  news 
.__?AREER .ADVICE: 

•  Don't  wait  until  it's  too 
late  to  make  cuts 

QUO  I  E 
"Invariably,  these  jobs 
require  a  reduction  in  force, 
and  I've  got  to  decide  who's 
good  and  who's  bad" 

suppliers  are  refusing  to  de- 
liver, and  employees  are  an- 
gry or  scared  —  or  both. 

So  the  need  for  speed  of- 
ten eclipses  the  social  nice- 
ties. "Invariably,  these  jobs 
require  a  reduction  in  force, 


and  I've  got  to  decide  who's 
good  and  who's  bad,"  he  fig- 
ures. So,  after  marathon 
interviews  with  existing 
managers,  Glendon  tries  to 
fire  deadwood  within  the  first 
two  weeks — in  one  case,  that 
was  60%  of  the  company.  He 
then  works  to  rebuild  the 
survivors'  confidence.  "I  tell 
them  I  know  nothing  about 
their  business,  and  I  need 
their  help,"  he  explains.  "If 
they  still  resist,  I  remind 
them  they'll  still  be  here 
when  I  leave.  That  almost  al- 
ways works." 

While  Glendon  enjoys 
helping  revive  companies,  it's 
difficult  being  in  constant  mo- 
tion. He  routinely  lives  for 
days  at  a  time  in  unfamiliar 


hotels  and  logs  thousands  of 
miles  a  month  in  his  car  be- 
tween jobs.  "Just  as  I  form 
roots  one  place,  I'm  off  to  the 
next,"  he  says. 

Luckily,  Glendon's  three 
children  are  all  out  of  the 
nest,  and  his  wife  of  28  years 
is  resigned  to  seeing  him  only 
on  most  weekends.  "I  doubt  I 
could  have  done  this  job  10 
years  ago,"  when  the  children 
were  still  young,  he  says.  But 
then  again,  10  years  ago  few- 
er companies  were  willing  to 
sign  on  hired  guns  like  Glen- 
don.  Now,  thanks  to  the 
growing  demand  for  steely- 
eyed  cost-cutters,  there's  no 
shortage  of  work. 

By  Geoffrey  Smith 
in  Boston 


PLAYER:  No  more 
ime-ol'-same-ol' " 

Then  Julia  M.  Garcia  started  work  at  the  Frito-Lay 
/  Inc.  plant  in  Lubbock,  Tex.,  13  years  ago,  her  days 
'  were  filled  with  the  mundane  chore  of  loading  bags 
r's  brand  potato  chips  into  cardboard  cartons.  Like  most 
co-workers,  she  paid  little  attention  to  the  plant's  qual- 
ta  posted  on  bulletin  boards.  And  Garcia  never  thought 
:stion  what  went  on  beyond  the  confines  of  the  paekag- 
ipartment  where  she  worked. 

ay,  three  years  after  the  plant  introduced  work  teams, 
ir-old  Garcia  seems  more  like  one  of  its  managers — re- 
g  products  that  don't  meet  quality  standards  and  send- 
)me  excess  workers  if  machines  shut  down.  PepsiCo 
Frito-Lay  unit,  like  a  growing  number  of  U.  S.  manufac- 
3,  is  slashing  the  number  of  middle  managers  while 
ing  on  teams  of  hourly  workers  such  as  Garcia  to  take 
2  of  the  daily  decisions  that  can  dramatically  boost  qual- 
d  reduce  costs. 

:h  worker  empowerment  can  yield  dramatic  results.  At 
abbock  plant  the  number  of  managers  has  dropped  from 
13  since  1990.  The  hourly  workforce,  meanwhile,  has 
l  by  over  20%,  to  about  220.  And  despite  less  supervi- 
se plant  has  logged  double-digit  cost  cuts  and  seen  its 
y  jump  into  the  top  six  of  Frito's  48  U.  S.  factories,  from 
)ttom  20,  since  adopting  teams,  says  Di-  hb 
r  of  Operations  Andrew  G.  McCain.  1 


JULIA  GARCIA  Her  chip-packing  job  note  involves  inter- 
viewing new  hires  and  making  quality -control  decisions 


nance.  To  help  them  devise  ways  to  produce  and  ship  chips 
more  efficiently,  Garcia  and  her  teammates  receive  weekly  re- 
ports on  cost,  quality,  and  service  performance  and  are  kept 
abreast  of  the  team's  ranking  in  relation  to  Frito's  22  other  po- 
tato-chip teams  nationwide.  Garcia's  group,  at 
the  top  of  Frito's  rankings  for  more  than  a 


cia,  once  a  supervisor  in  a  now-defunct  year,  also  determines  crew  scheduling  and  even 


Strauss  &  Co.  factory,  was  no  eager  con- 
;o  the  team  concept.  "It  kind  of  fright- 
me  at  first,"  she  admits.  "I  thought,  T'm 


Ability  to  communicate 
Positive  attitude 

CAREER  ADVICE 


interviews  potential  employees  for  the  depart- 
ment— once  the  sole  domain  of  management. 
Garcia  herself  has  become  more  versatile  as 


)ing  to  be  able  to  decide  anything.' "  Some   y ^keek  ajj  vice   a  team  player.  She  has  learned  other  positions 


colleagues  feared  the  changes  would  sim-    •  Learn  several  jobs 


in  the  plant  so  she  can  fill  in  as  a  "headsetter," 


ean  more  work  and  less  time  to  do  it.  But  operating  the  machine  that  slices  the  potatoes, 


ays  Garcia,  "I  really  enjoy  [the  team  ap- 
h]  because  it  gives  me  a  sense  of  pride.  I 
my  work  and  what  we  need  to  do." 
•cia  and  the  10  other  members  of  her  po- 
hip  team  are  responsible  for  everything 
potato  processing  to  equipment  mainte- 


"You  might  be  doing  some- 
thing that  can  be  improved, 
but  you  can't  see  that 
yourself.  Maybe  somebody 
else  can" 


or  as  a  quality-control  technician  monitoring 
the  spicing  on  the  chips.  "It's  more  fun,"  Gar- 
cia says  approvingly  of  her  team  job.  "It  used 
to  be  it  was  just  the  same-ol'-same-ol',  [but] 
now  there  are  more  things  happening." 

Of  course,  wielding  authority  isn't  always 
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easy  for  the  team  workers.  "Sometimes  we  have  to  tell  some 
of  our  co-workers  who  aren't  carrying  their  load  that  this  is 
hurting  us,"  explains  Garcia.  That's  a  dramatic  turnabout 

from  the  old  days, 
when  workers  would 
never  complain  di- 
rectly to  one  another 
but  instead  might  gripe  to  a  supervisor.  But  now,  says  Gar- 
cia, "we've  all  worked  so  close  together  that  it's  just  like  tell- 
ing your  kids  at  home  to  shape  up." 


Special  Report 


Although  Frito  hasn't  yet  tied  individual  pay  to  team  dr» 
formance  at  the  plant,  Garcia  is  already  eager  to  expand  ie 
team  process.  "This  is  my  job.  This  is  where  I  spend  habf 
my  life,"  she  explains.  "And  I  want  it  to  be  a  good  placeU 
work." 

As  much  as  her  job  has  changed,  though,  Garcia  hesita»s 
for  a  moment  when  asked  if  she  would  want  her  two  grai- 
daughters  to  follow  in  her  footsteps  at  Frito-Lay.  "I'm  sm~ 
I  would — as  managers,"  she  replies. 

By  Wendy  Zellner  in  Lubbock,  2|s: 


THOMAS  HUBBS  When  no  phone  jack  is  available,  he  uses  screwdrivers,  pliers,  and  alliga- 
tor clips  to  invade  the  nearest  handset  or  face  plate 


VIRTUAL  WORKER:  Anyplace 
I  hang  my  modem  is  home 


It's  just  another  day  at  the 
office  for  Thomas  W. 
Hubbs,  vice-president  and 
chief  of  staff  at  VeriFone  Inc. 
So  please  don't  mind  the  tow- 
el racks,  the  shower  curtain, 
and  those  tiny  bottles  of 
shampoo.  Hubbs  sets  up  his 
"virtual  office"  wherever  it 
makes  sense  on  any  given 
day — even  in  a  hotel  bath- 
room, if  that's  the  only  place 
a  phone  jack  for  hi<  laptop 
computer  can  be  found. 

For  Hubbs  and  other  em- 
ployees of  $260  million  Veri- 
Fone, which  dominates  the 


market  for  credit-card  veri- 
fication systems  used  by  mer- 
chants, home  is  where  the 
data  port  is.  Advances  in 
computer  and  communica- 
tions technology  have 
spawned  this  new  breed  of 
nomadic  executive,  unteth- 
ered  to  any  particular  office 
building  or  city.  And  their 
ranks  are  sure  to  grow  as 
more  businesses  push  to 
shorten  management  re- 
sponse time  while  keeping 
staff  lean. 

While  VeriFone's  nominal 
headquarters  is  located  in 


Redwood  City,  Calif.,  its  peri- 
patetic executives  view  their 
primary  meeting  place  as  the 
company's  computer  network. 
ceo  Hatim  A.  Tyabji,  for  ex- 
ample, maintains  an  office  in 
Redwood  City,  but  spends 
80%  of  his  time  on  the  road. 
VeriFone's  senior  vice-presi- 
dent for  operations  is  locat- 


 ESSENTIAL  TOOLS 

•  Laptop  computer 

•  Alligator  clips 

 PAMI?_ADViCE  

•  Information  is  to  be  shared 
not  hoarded 

 QUOTE  

"You  shouldn't  use  E-mail  to 
express  emotions.  Fairly 
innocuous  E-mail  can  set 
people  off 


I 

ed  in  suburban  Los  Ange»; 
Its  human  resources  direqf 
is  based  in  Dallas.  And  le 
chief  information  officer  liis 
and  works  in  Santa  m 
N.  M.— the  sole  VeriFone  <£ 
ployee  in  town.  To  maintft:; 
some  human  contact,  thBr 
meet  face-to-face  every  B 
weeks. 

VeriFone's  long-distarf 
operating  style  would  be  m ■■' 
possible  without  its  compu  - 
system,  which  makes  ev< 
bit  of  corporate  informat: 
available  on-line,  and  a  mi 
agement  culture  that  e 
braces  computers  for  alnn 
every  task.  Everyone  fr< 
the  chairman  to  the  most- 
nior  clerk  is  issued  a  lapt 
computer  and  is  expected 
learn  how  to  use  it.  Intern  _ 
ly,  paper  memos  are  banm 
and  secretaries — a  rarity 
the  company's  offices — i 
prohibited  from  handling 
executive's  E-mail. 

That's  why  Hubbs,  w 
served  as  chief  financial  ol 
cer  until  his  promotion 
July,  carries  a  standard  Ve 
Fone  "Road  Warrior"  I 
with  him  whenever  he  h 
the  road.  When  no  phone  ja 
is  available,  he  uses  the  ki 
screwdrivers,  pliers,  and 
ligator  clips  to  invade  te' 
phone  handsets  or  get  behi: 
face  plates  on  hotel-kitch 
walls  to  link  his  computer 
an  outside  line. 

Once  connected,  Hubbs  c 
tap  into  one  of  VeriFon* 
constantly  updated  financi 
databases  to  pull  compan1 
wide  sales  figures,  focus  orl 
particular  business  segmeri 
or  even  look  at  an  individu 
salesperson's  performan 
that  day.  Routine  capita- 
equipment  requisitions  cat'1 
be  0.  K.'d  electronically.  C 
if  costs  are  too  high  near  til 
end  of  a  quarter,  he  can  si!| 
on-line  what  staff  additioi 
are  pending  and  use  E-m;!  ' 


rk 


- 
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k  the  appropriate  su- 
sor  if  the  hiring  can  be 
ed.  "I  keep  up  in  real 
"  Hubbs  explains.  "I 
have  to  wait  until  I'm 
at  the  office." 
-iFone  even  uses  its  in- 
.tion  system  to  gain  an 
in  fast-track  software 
opment.  In  what  the 
any  calls  a  "relay  race," 
;  developers  working  on 
5h"  project  send  unfin- 
work  at  quitting  time 
)ther  development  cen- 
Laupahoehoe,  Hawaii, 
the  sun  sets  on  the  Big 
1,  the  project  is  shipped 
ogrammers  in  Banga- 
[ndia,  for  further  work. 
)y  the  following  morn- 
it  ends  up  back  in 
s,  16  hours  nearer  to 
etion. 

riously,  VeriFone  relies 
ther  mundane  technol- 
o  get  its  work  done. 


Hubbs,  for  example,  carries 
a  Hewlett-Packard  Omni- 
Book  laptop  with  an  older  In- 
tel 386  processor,  while  using 
386  desktops  hot  h  at  work 
and  at  home.  He  rarely  uses 
his  cellular  phone  to  ship  fax- 
es or  E-mail  because  "right 
now  the  costs  are  so  high  it 
doesn't  make  sense,  except  in 
an  emergency."  And  Veri- 
Fone's  lynchpin  E-mail  sys- 
tem runs  off  vintage  Vax 
minicomputers.  "The  tech- 
nology itself  isn't  that  great," 
admits  Tyabji.  "What's  im- 
portant is  the  implementa- 
tion, the  mindset."  And  that 
willingness  to  eschew  the  tra- 
ditional trappings  of  the  cor- 
porate office  in  favor  of  the 
instant  response  of  the  com- 
puter age  is  why  VeriFone's 
virtual  office  has  become  an 
actual  success. 

By  Russell  Mitchell 
in  Redwood  City,  Calif. 


LO  FLYER:  A  dizzying 
inge  to  earth 

light  attendant  Jon  Howard  had  a  dream  job  in  1985 
when  he  earned  close  to  $50,000  a  year  flying  Trans 
World  Airlines  Inc.'s  prestigious  New  York-to-italy 
.  Even  after  buying  a  home  in  swank  Boca  Raton,  Fla., 
d  plenty  of  cash  left  over  for  fun  and  savings.  But  less 
10  years  later,  Howard's  life  has  turned  into  the  1990s 
ir's  nightmare:  His  annual  income  has  plunged  almost 
;o  only  $30,000 — and  he  often  works  seven  days  a  week 
nage  even  that.  "I  don't  spend  any  money,  and  I  worry," 
,rd  admits.  "I'd  be  a  fool  not  to." 

rking  harder  for  less  pay.  Nowhere  has  that  reality 
more  painfully  felt  than  among  airlines,  where  since 
employees  at  United  Airlines,  Northwest  Airlines,  and 
lave  traded  wage  cuts  for  stock  ownership.  The  belt- 
ming  isn't  confined  to  employees  who  ply  the  skies,  of 
e:  From  auto  parts  to  steel,  workers  in  industries  ob- 
i  with  cost-cutting  are  coping  with  the  realities  of  low- 
ges,  fewer  benefits,  and  less-secure  pensions.  And  eom- 
s  of  every  stripe  are  dropping  traditional  pensions  in 
of  self-directed  plans,  forcing  millions  to  ■■KTrTTTT! 
a  more  active  role  in  planning — and  of-  WBum 
aying — for  their  own  financial  security.   §S_SENT[AL_SK[LLS          contributes  10%  of  his  pretax  income  to  TWA's 


JON  HOWARD  The  veteran  /fight  attendant  is  sticking  with 
T\\A — and  scrambling  to  safeguard  his  financial  future 

late  1992  after  the  federal  Pension  Benefit  Guaranty  Corp.  de- 
clared it  to  be  underfunded  by  $1  billion.  That  means  the  air- 
line will  no  longer  make  new  contributions  to  the  $50,000  in 
Howard's  pension  account.  Still,  the  20-year  veteran  hopes 
45%-employee-owned  twa  will  survive.  "Where  would  I  find 
something  as  exciting  as  this  to  keep  myself  going?"  he  asks, 
■wwm—  But  sticking  with  TWA  means  Howard  must 
scramble  to  safeguard  his  financial  future.  He 


ward's  finances  have  taken  a  fiercer  buf- 
;  than  most.  Now  49,  he  has  had  his  pay 
ed  twice:  a  22%  cut  in  1989  followed  by  a 
eduction  that  was  part  of  twa's  1992  plan 


•  Frugality 

•  Willingness  to  work  over- 
time and  save  like  crazy 

CAREER  ADVICE 


401(k)  plan  to  supplement  the  frozen  pension. 
He  scrimps  to  make  a  $2,000  annual  contribu- 
tion to  his  tax-deferred  individual  retirement 
account  and  scrapes  up  $200  more  each  month 


erge  from  bankruptcy.  To  make  matters   c_A?A??_A?yjc_£   to  put  in  a  savings  account  at  twa's  credit 


Howard  was  out  of  work  from  1986  to 
when  his  then-6,000-member  union  went 
*ike  in  opposition  to  concession  demands 
rner  Carl  C.  Icahn.  Howard  got  a  catering 
ut  his  savings  were  decimated, 
at  has  left  him  worried  about  life  after 
;ment.  twa's  pension  plan  was  frozen  in 


Don't  be  afraid  to  seek  out- 
side financial  advice 

 quote  

"You  have  to  have  a  sense  of 
humor;  these  are  difficult 
times" 


union.  Being  unmarried  and  childless  helps. 
Still,  he  worries  whether  he's  saving  enough. 

To  sock  away  as  much  as  he  does,  Howard 
lives  frugally.  He  drives  a  10-year-old  car, 
rarely  eats  out,  and  buys  most  of  his  clothes  at 
off-price  stores.  Even  hobbies  are  inexpensive: 
tending  orchids  and  rollerblading.  There's  not 
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much  time  for  those,  however.  To  boost  his  earnings,  Howard 
often  flies  overseas  three  days  and  then  flies  another  four 
days  domestically.  "It's  either  that  or  get  a  second  job,"  he 

says. 

For  advice  on  man- 
aging his  finances, 
Howard  consults 
Lucy  Sabella,  a  former  TWA  flight  attendant  who  became  a  cer- 
tified financial  planner  during  the  1986  strike.  Now  a  Dean 
Witter  Reynolds  Inc.  broker  in  Lighthouse  Point,  Fla.,  Sabel- 
la has  steered  his  ira  contributions  into  a  diversified  group  of 
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mutual  funds,  about  half  of  which  invest  internationally 
pursuit  of  higher  returns. 

But  given  Howard's  age  and  income,  Sabella  has  advi>d- 
him  not  to  take  risks  on  individual  stocks.  His  only  diiet 
equity  holding:  twa  stock  purchased  mainly  with  $10,25iin 
wage  concessions.  "I  can't  even  convince  some  60-year-cJs 
they  have  to  put  money  away,"  says  Sabella,  but  "[Howsi] 
is  very  diligent  about  saving  every  penny  he  can."  No  w^ 
der:  Like  millions  who  can  no  longer  count  on  the  bene  vole* 
or  longevity  of  their  employers,  Howard  has  little  choe. 

By  Susan  Chandler  in  St.  Lois 


PIONEER: 

The  race 
battle 
never  ends 

Debra  D.  Richards  can 
appreciate  the  idea  of 
valuing  "diversity"  in 
the  workplace — one  of  to- 
day's favorite  corporate  buzz- 
words. Trouble  is,  she  finds 
that  diversity  is  still  more 
concept  than  reality.  A  34- 
year-old  black  marketing 
communications  manager  for 
a  unit  of  Aetna  Life  &  Casu- 
alty, Richards  says  almost  all 
of  the  managers  in  her  290- 
person  Irving  (Tex.)  office 
are  white.  "At  times,  I  think 
we're  making  progress  to- 
ward [a  multicultural  envi- 
ronment]," she  says.  "But  on 
a  day-to-day  level,  all  I  have 
to  do  is  look  around  me  and 
look  at  the  people  in  leader- 
ship positions." 

In  1982.  fresh  out  of  the 
University  of  Texas  with  a 
degree  in  journalism  and 
public  relations,  Richards  fig- 
ured that  race  would  be  a 
nonissue.  "When  I  first  start- 
ed working,  I  thought  every- 
thing was  going  to  be  fair," 
with  rewards  for  hard  work 
and  talent,  says  Richards, 
whose  father  owned  a  con- 
crete company  and  whose 
mother  was  one  of  the  first 
black  local  managers  at 
Sears,  Roebuck  &  Co.  But  at 
her  first  job  with  a  small 
Houston  public-relations 
firm,  Richards  recalls,  the 
president  confided  that  one 
_  of  the  clients  had  asked  why 
|  she  had  been  hired  to  handle 
■  his  account.  With  her  boss's 
2  support,  Richards  stuck  with 
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DEBRA  RICHARDS  The  marketing  communications  manager  for  Aetna  hopes  that  th£  com- 
pany's efforts  to  promote  diversity  will  translate  iyito  opportunities  for  minorities 


the  client  anyway.  "You  have 
to  learn  to  go  on  and  do  the 
best  you  can  do  in  spite  of 
those  kinds  of  things,"  she 
says. 

But  even  well-meaning  co- 
workers sometimes  make  re- 
marks that  make  Richards 
feel  uneasy.  For  example,  at 
anotiier  job,  Richards'  white 
boss  complimented  her  for 
having  what  he  considered  a 
more  professional  style  that 
contrasted  markedly  with 
that  of  an  abrasive  local  black 
couneilwoman.  "I  was  amazed 
that  he  made  the  remark," 
she  says,  because  the  only 
reason  for  the  comparison 
seemed  to  be  that  both  are 
black  women.  "I'm  not  sure 


he  took  more  into  the  analy- 
sis than  that." 

Richards  says  that  she  still 
occasionally  encounters  situ- 
ations where  her  race  ap- 
pears to  color  others'  per- 


SURVIVAL  KIT 


 ESJiENTiAL  SKILLS  

•  Self-confidence 

•  Willingness  to  voice  ideas 


 CAREER  ADVICE 

•  Find  mentors  early 

 QUOTE 

"Having  a  positive  outlook 
allows  you  to  accomplish 
much  more  than  looking  at 
the  negat  ive  aspects  of 
situations" 


ception  of  her  abilities.  Soi 
of  the  outside  vendors  s 
works  with  at  Aetna,  for  i 
stance,  "don't  think  I  coi 
pletely  have  the  authority 
say  yes  or  no  to  what  they' 
doing,"  Richards  says.  If  s 
weren't  a  black  woman,  "pt 
haps  they  wouldn't  questi* 
that." 

That  may  change  as  pe 
pie  of  color  advance  with; 
Aetna.  But  Director  of  Wor 
force  Diversity  Yvonne  Alv 
rio  admits  that  the  compai 
has  "a  long  way  to  go"  in  r 
cruiting  and  retaining  worm 
and  minorities  in  the  ma 
agement  ranks.  About  35% 
Aetna's  officers  and  ma 
agers  are  women,  and  6%  a 
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hades  of  success. 


Color  Me  Beautiful  works  with  hundreds  of 
colors.  IBM  helped  them  enhance  one:  Green. 


Five  years  ago,  at  our  first  meeting 
with  Steve  DiAntonio,  President  of  Color 
Me  Beautiful,  he  told  us  quite  frankly: 

"We're  in  the  cosmetics  business, 
not  the  technology  business." 

Five  years  later,  with  a  40%  annual 
increase  in  sales  and  cash  flow,  Steve  and 
his  company  are  turning  others  in  the 
industry  a  soft  shade  of  envious  green. 

Back  when  Color  Me  Beautiful  out- 
grew their  computer  system,  they  began 
interviewing  technology  vendors. 

And  no,  IBM  was  not  the  most 
expensive.  In  the  words  of  Lee  Nelson, 
CFO,  "We  shopped  around.  Not  only 
were  they  very  competitive,  but  the  guys 
from  IBM  talked  about  tailoring  a  system 


for  our  specific  situation.  Others  wanted 
to  take  a  more  off-the-shelf  route." 

Together  with  Color  Me  Beautiful, 
we  developed  a  business  plan  that's  being 
followed  to  this  day.  It  involves  managing 
inventory,  electronic  order-writing,  point- 
of-sale,  plus  all  distribution  and  delivery. 

"The  best  part,"  Fee  adds,  "is  that 
if  I  have  a  question  or  a  problem,  I  make 
a  single  phone  call  and  IBM  is  there." 

No  matter  what  your  favorite  color  is, 
we  and  our  Business  Partners  can  help 
you  stay  very  much ...  in  the  black. 

For  a  free  booklet  on  how  technol- 
ogy can  help  growing 
businesses,  call  us  at 
1  800  IBM- 6676,  ext.  638.  £z=±~h 


minorities,  she  says.  "It's 
growing  very,  very  slowly  on 
the  minority  side,"  Alverio 
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says.  "We  need  to  do  better." 

To  that  end,  18  months  ago 
Aetna  put  in  motion  a  major 
effort  to  promote  diversity  of 
all  kinds  in  the  workplace  and 
to  tie  managers'  bonuses  in 
part  to  how  well  they  hire 
and  retain  women  and  mi- 
norities in  their  units. 
Richards  is  certainly  hopeful 
that  her  company's  diversity 
efforts  will  make  a  difference. 
And  in  a  way,  they  already 
have:  One  of  the  reasons 
Richards  transferred  into  her 
current  position  last  January 
was  because,  at  the  time,  the 
chief  operating  officer  of  her 
unit  was  a  black  woman. 
Nonetheless,  Richards  says: 
"There's  still  a  network  in 
place  that  feels  more  com- 


fortable promoting  white 
men.  That  sort  of  barrier  is 
hard  to  break." 

  Unfortunately, 

Richards  won't  be 
trying  much  longer. 
Her  entire  depart- 
ment is  being  relocated  this 
month  to  her  operating 
group's  Connecticut  head- 
quarters. But  Richards'  hus- 
band of  just  five  months,  a  lo- 
cal newspaper  columnist, 
wasn't  eager  to  move  to  the 
Northeast.  So,  after  weeks  of 
investigating  a  commuter 
marriage,  Richards  recently 
decided  that  she'll  quit  Aetna 
by  early  November.  "There 
are  a  combination  of  things 
in  life,  professional  and  per- 
sonal, and  all  of  them  have  to 
work  together,"  she  explains. 
For  Richards,  as  for  many 
minority  employees,  that  con- 
nection may  be  a  long  time 
coming. 

By  Wendy  Zellner 
in  Dallas 


TECHNO  CONVERT:  Never  met 
a  computer  I  didn't  like 

Ever  since  the  first  television  commercial  was  pitched  by 
an  ad  agency,  advertising  executives  have  used  hand- 
drawn  storyboards  to  help  clients  imagine  how  their 
high-priced  TV  spots  will  appear  on  the  air.  Fred  Bidwell  has 
a  better  way:  Using  his  Apple  Macintosh  PowerBook  165 
with  Avid  Technology  Inc.  computer  graphics  software,  the 
president  of  Malone  Advertising  Inc.  in  Akron,  Ohio,  shows 
clients  what  looks  like  a  ready-to-air  commercial — before  a 
dollar  of  video  production  money  is  spent. 

That's  just  one  example  of  how  technology  has  touched  al- 
most every  task  and  worker  at  Malone.  But  don't  assume 
that  Bidwell,  42,  is  some  sort  of  computer  geek.  Like  more  and 
more  executives  at  small  firms,  Bidwell  was  forced  to  adopt 
technology  in  the  workplace  to  survive.  Now  technology 
keeps  overhead  down  and  lets  Malone  do  things  faster  and 
cheaper,  helping  the  agency  prosper  in  the  shadow  of  larger 
rivals.  "Technology  eliminates  steps  in  the  process  and  keeps 
you  close  to  the  product,"  Bidwell  says. 

Just  look  around  the  agency.  Computerized 
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FRED  BIDWELL///  12  years  he  has  gone  from  hand-letter- 
ing headlines  to  forging  a  model  high-tech  ad  agency 

Malone  has  come  a  long  way  since  Bidwell  arrived  12  ye 
ago  as  an  art  director.  A  50-year-old  agency  with  60  empL 
ees  and  annual  billings  of  around  $50  million,  its  clients  inclt 
Goodyear  Tire  &  Rubber  Co.  and  Kimberly-Clark  Corp.  E, 
ly  in  his  career  there,  Bidwell  hand-lettered  headlines — an ; 
day  process  that  now  takes  less  than  20  minutes. 

When  Bidwell  became  the  agency's  president  four  ye; 
ago,  he  turned  to  technology  to  help  him  weather  the  ad 
cession  that  began  in  the  late  1980s.  He  got  a  laptop  a 
made  a  commitment  to  putting  a  computer 
every  desk,  allowing  Malone  to  continue  serv 


graphics  workstations  create  layouts  that  are  as      .__?SS?^LAL_TOCjLS          ing  accounts  that  had  been  handled  by  offic 


professional  as  full-color  magazine  ads.  E-mail 
hookups  with  clients  send  messages  to  out-of- 
state  accounts  as  if  they  were  next  door.  Voice 
mail  has  replaced  the  receptionist,  and  com- 
puters have  eliminated  the  secretaries.  And 
all  employees — down  to  the  mail  clerk — have 
computers,  allowing  them  to  do  their  own  filing. 
Bidwell  uses  his  laptop  as  a  portable  office:  It 
holds  the  agency's  financial  records,  every  pro- 
posal he  has  written,  and  his  calendar  for  the 
past  three  years.  "Anything  I  would  ever  need 
can  travel  with  me  in  a  briefcase,"  he  says. 


•  E-mail 

•  Laptop  computer 

•  Embrace  new  technology, 
don't  fear  it 

 QUOTE  

"If  there  is  a  technology  out 
there  that  can  be  useful,  use 
it.  Technology  eliminates 
steps  in  the  process" 


he  was  forced  to  close  in  Atlanta,  Dallas,  N< 
York,  and  Los  Angeles. 

Today,  Bidwell  boasts  that  the  agency  del 
more  business  outside  Ohio  than  it  did  when 
had  all  those  branch  offices.  And  he  estimat 
that  the  precomputerized  Malone  of  five  yea 
ago  would  have  needed  10  additional  full-tii 
employees  to  manage  the  current  worklo* 
Computers  have  also  cut  down  on  Bidwel 
travel  time — to  just  one  trip  a  week.  Bidw 
says  he  learned  the  technology  by  reading,  b 
mostly  by  trial  and  error.  "We  blindly  boug 
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J  P  Morgan  &  Co  Incorporated 


April  1  is  April  Fools'  Day. 
April  15  is  tax  day. 
For  too  many  investors, 
there's  not  much  difference. 


As  the  proverb  says,  "A  fool  and  his  money  are  soon  parted!'  An  obvious  reference 
to  those  who  make  investment  decisions  without  considering  today's  tax  consequences. 
And  precisely  why  Morgan  has  created  a  unique,  customized  way  of  managing  assets 
to  help  you  reap  higher  after-tax  returns.  Using  Morgan's  proven  equity  research 
and  a  proprietary  technology,  we  ferret  out  tax-efficient  trades.  Then  based  on 
your  investment  goals  and  tax  profile,  we  build  the  portfolio  that'll  be  most  contin- 
uously profitable  after  taxes  for  you.  The  tax  man  will  still  cometh.  He  just  won't 
taketh  so  much  away.  If  you  have  assets  of  $5  million  or  more,  call  Richard  B. 
Jones  at  (213)  489-9339  or  call  George  W.  Rowe  at  TDl/l^*! 
(415)954-3200,  J.P.  Morgan  California.  Private  Banking  J  mT  IVIOI 

New  York,  Wilmington,  Del.,  Chicago,  Palm  Beach.  Los  Angeles.  San  Francisco.  Brussels.  Frankfurt,  London.  Madrid,  Milan,  Nassau,  Pans,  Geneva,  Hong  Kong,  Singapore,  Tokyo 


gan 


a  computer  to  do  graphics,  and  screwed  it  up,"  he  says. 

Still,  technology  has  its  limitations.  Bidwell  used  to  carry 
a  pager,  but  he  gave  it  up  because  being  too  closely  in  touch 
with  clients  made  it  almost  impossible  for  him  to  manage  his 

time.  Now  he  checks 
his  voice  mail  four 
times  a  day  and  re- 
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turns  calls  when  he's  ready.  He  confines  his  cellular-pl 
use  to  taking  calls  on  schedule  changes. 

Bidwell's  advice  to  the  technophobic?  If  there's  a  use  fo 
use  it.  "We  thought  we  were  in  a  creative  business,"  he  si 
"I  don't  think  anyone  saw  what  technology  could  bring  t< 
ad  agency."  A  techie  couldn't  have  said  it  better. 

By  Nancy  Peacock  in  Cleveh 


JOAQUIN  CARBANEL  Ihe  BellSouth  exec  makes  deals  on  his 
own,  adapting  to  the  environment  of  the  moment 

GLOBE  TROTTER:  If  it's  5.30, 
this  must  be  Tel  Aviv 


For  security  reasons,  the 
BellSouth  Corp.  exec- 
utives split  into  two 
groups  and  flew  from  Atlanta 
to  Bogota  in  the  dead  of 
night.  Lawyers,  accountants, 
and  operations  specialists  by 
day,  on  this  evening  in  No- 
vember, 1998,  they  were 
bodyguards. for  the  Baby  Bel- 
l's bid  to  provide  wireless 
phone  service  in  the  Colom- 
,<  bian  capital.  Joaquin  R.  Car- 
|  banel  III  held  the  cargo:  the 
=  $330  million  offer,  sealed  in  a 
|  lead-lined  box  to  block  X-rays 
=  from  revealing  the  price. 


Despite  the  James  Bond 
tactics,  BellSouth's  bid  lost 
by  a  slim  $5  million.  Win  or 
lose,  such  high-stakes  deal- 
making  is  all  in  a  day's  work 
for  global  managers  like  Car- 
banel,  42,  newly  tapped  pres- 
ident of  BellSouth  Europe. 
"You've  got  to  be  adaptive," 
says  Carbanel,  who  recently 
led  BellSouth's  winning  $300 
million  bid  to  provide  cellu- 
lar service  in  Israel. 

And  you  can't  stand  still. 
To  win  the  Israeli  contract, 
Carbanel  logged  three  trips 
from  Atlanta  to  Tel  Aviv  in 


four  months.  At  16  hours  a 
flight,  "it's  murder."  But  it's 
not  unusual.  Three  years  ago, 
BellSouth  bid  for  an  Aus- 
tralian contract  and  Carba- 
nel spent  a  month  commut- 
ing. He  has  made  more 
Atlanta-to-South  America 
trips  than  he  cares  to  count: 
"You  must  be  incredibly  har- 
dy, able  to  withstand  a  lot  of 
time  zones." 


SURVIVAL  KIT 


ESSENTIAL  SKILLS 

•  Foreign  languages 

•  Cultural  awareness 


CAREER  ADVICE 

•  Cultivate  a  mentor  or  peer 
who  will  keep  you  tuned  into 
doings  at  headquarters 

QUOTE 

"You've  got  to  be  incredibly 
hardy,  able  to  stand  a  lot  of 
time  zones" 


Luckily,  adaptability 
part  of  Carbanel's  make 
Born  in  Cuba  in  1952,  he 1 
sent  by  his  parents  to 
U.  S.  at  age  nine.  After  a  b 
stay  in  an  orphanage,  he 
raised  by  foster  parents 
LaCrosse,  Wis.  A  Duke 
school  graduate,  he  wor] 
for  BellSouth  in  Miami 
as  a  lobbyist.  In  1992  he  \ 
named  president  of  BellSo 
Latin  America,  responsi 
for  plotting  telecom  de 
south  of  the  border.  "f 
many  lawyers  ever  get  t 
opportunity,"  Carbanel  se  i 

But  it  can  be  nerve-wra 
ing.  "You're  on  your  o\  r 
making  decisions  on  y(  p 
own,"  he  says.  And  he  m 
constantly  adapt  his  busin 
style  to  the  cultural  envir 
ment  du  jour — from  La 
America's  low-key  social  w 
ing  to  the  in-your-face  ne; 
tiations  that's  needed  in 
rael  to  Australia's  wide-op 
ways. 

Carbanel  expects  that 
wife  and  two  daughters  \ 
see  more  of  him  in  Euro 
than  they  did  when  he  m 
round-tripping  from  Atlai] 
to  South  America  two  wee 
every  month.  "When  you 
back  from  a  trip,  you  havel 
catch  up  on  Saturday  al 
Sunday  with  things  that  ha 
been  sitting  in  your  offici 
he  says.  As  a  result,  he  re 
tinely  missed  such  fami 
events  as  his  wife's  birthdi 
But  the  family  should] 
expect  him  home  for  dinn 
soon.  BellSouth  faces  a  yes 
end  bidding  deadline  in  t 
Netherlands,  and  soon 
must  develop  an  expansi 
strategy  for  eastern  EuroJ 
So  Carbanel  will  have  litt 
time  to  get  acclimated  to  I 
new  location.  Luckily,  he  co 
fides,  after  a  few  years  as 
global  manager,  "you  feel 
home  wherever  you  are."  F 
global  executives,  that  go 
with  the  territory. 

By  Da  rid  Greisii 

in  Atlanta 
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Double 
time. 


HP  LaserJet  4V 
Documents  in  half 
the  time. 

If  your  printer  keeps  you  waiting 
too  often,  you're  ready  for  the  new  HP 
LaserJet  4V  printer.  The  one  that  can 
give  you  16  pages  per  minute  instead 
of  the  usual  eight. 

The  LaserJet  4V  handles  a  variety 
of  paper  sizes,  including  11"  x  17? 
It's  got  more  memory.  And  it  fits  on  a 
desktop.  When  you  hit  print,  you  get 
HP's  true  600-dot-per-inch  resolution. 
It's  sharper.  Crisper.  Blacker.  And  only 
$2,449  U.S.  list. 


U  There's  a  car  company 

WHOSE  AIR  BAGS  HELP 

PROTECT 

all  three  jront-seat  passengers. 


MY  COMPANY 


m  i.V 


] Lilly  Burau,  Cadillac  Engineering  Group  Manager 


AIRBANK  SYSTEM    "My  engineering  group's 
whole  job  is  dedicated  to  protecting  you 
and  your  family.  Our  Airbank  System  for  all  three 

front-seat  passengers  comes  from  that 
commitment.  You  see,  we  go  far  beyond  what  the 
government  reguires  to  create  a  safer 
environment  inside  your  new  Cadillac.  The 
federal  standard  for  air  bags  doesn't  even  mention 
the  (enter  passenger.  But  we  design 
to  a  higher  standard  at  my  company:  Cadillac." 


Cadillac 

Creating  A  Higher  Standard, 


Photographic  History 

65  YEARS  OF 
WORK  IN  AMERICA 

The  worker  of  1929  would  scarcely  recognize  today's  workplace.  The  din  of 
the  factory  has  largely  given  way  to  the  click  of  keyboards  apl  the  ring  of 
cash  registers.  We  take  for  granted  technology  that  eases  oujplfutine,  from 
push-button  phones  to  PCs.  The  faces  at  work  are  differadftoo:  Women  and 
minorities  have  access  to  a  wider  variety  of  jobs.  ManaPrs  are  ceding  the  as- 
§  sembly-line  mindset:  The  best  supervisors  harness  initiative  instead  of  bark- 
ling  orders.  And  from  today's  vantage  point,  the  labor  division  between  stay- 
1  at-home  moms  and  workaday  dads  is  a  sepia-toned  relic.  Here's  a  look  at  the 
1  changes  that  have  swept  the  U.S.  workplace  over  almost  three  generations. 
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¥$~&W1 0        ^  *n  ^ne  industrial  economy  of 
1 1  9 II ^  years  aS°  was  largely  a  matter  of 
v  repetition  and  muscle.  A  majority 

of  all  workers  labored  on  farms  or  sweated  out  the 
day  in  a  factory  or  a  mine.  The  post-industrial  trans- 
formation that  began  to  take  hold  at  the  end  of  World 
War  II  has  since  shifted  almost  80%  of  all  jobs  to  a 
desk — or  to  a  store  or  some  other  type  of  service. 


►  BLOOD.  SW  EAT. 
AND  TIRES 

Mechanization  made  life 
on  the  line  easier  by 
1940,  but  a  ford  Motor 
assembly  line  still  relied 
heavily  on  manual  labor. 


- 


MILESTONES 

The  past  65  years  have  been  punc  tuated  by 
developments  that  have  altered  the  face  of 
the  American  workplace.  Some  of  these  were 
specific,  such  as  laws  and  policies  of  the 
1930s  that  set  rules  for  employers  and  employ- 
ees. More  recently,  broad  trends,  such  as 
women  going  to  work  and  the  rising  global 
economy,  have  had  just  as  great  an  impact. 


19  2  9 


The  Depression 
puts  1  in  3  work- 
ers on  the  street. 
As  hard  times 
drag  on,  no  one 
feels  secure. 
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Fam  ily  farm 
hit  by,  bank-  |  j 
ruptcy  and  >; 
drought,  begk 
to  disappear] 
in  droves. 


<  LOOK,  MA, 
CLEAN  HANDS 

Computers  and  other 
high-tech  industries 
increase  the  demand  for 
skilled  workers  such  as 
these  clean-room  staffers. 


▲  EMPLOYMENT 
TO  GO 

Service  industries— from 
government  and  health 
care  to  retailing  and 
resta  u  ra  n  ts — exploded  in 
the  1980s  and  pro  vide  some 
85  million  jobs  today. 


■4  MARCH  OF 
THE  SUITS 

Eg  the  1960s,  while-collar 
work  had  surpassed 
blue-collar  positions  in 
manufacturing  as  a 
source  of  employment 


In  1935,  FDR 
signs  legislation 
p  roviding  for 
Social  Security 
and  unemploy- 
ment insurance. 


Fisher  Body 
workers  strike 
—a  sign  of 
unions'  growing 
clout  and  num- 
ber, and  the  pro- 
tections of  1935's 
Wagner  Act. 


In  1938,  the  eight-hour  day 
and  minimum  wage  become 
pa  rt  of  basic  workplace  law. 
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TECHNOLOGY 

Computers  and  other  technologies  are  remaking  the 
workplace  as  dramatically  as  railroads  did  a  century 
ago.  Some  50  million  workers  tap  into  computers  each 
day — consorting  with  faxes,  modems,  cellular  phones, 
and  E-mail.  And  the  factory  floor  is  an  eerie  landscape 
of  robots  and  other  computer-driven  machinery. 


<  NUMBER,  PL1ZZ 

Even  in  1935,  when  these 
operators  did  the  dialing, 
telephones  were  in  their 
infancy.  Touch-Tone  and 
electronic  switching  were 
a  quarter-century  away. 


▼  BINARY  Bl'LK 

Burroughs'  1955  UDECIl 
look  up  a  good -sized 
room,  but  its  computing 
power  was  no  greater 
than  that  of  today's 
best  desktop  PC. 
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The  United  Mine 
Workers'  John  L. 
Lewis  is  among 
the  first  to  win 
pensions  and 
health  care  as 
standard  bene- 
fits for  labor. 


The  19U  GI  Bill 
puts  millions  of 
vets  through  col- 
lege, upgrading 
lives  and  Ameri- 
ca's skill  base. 


Throughout  j 
1940s  and  jA 
the  economii\\ 
boom  lifts  1 
blacks  into  al 
paying  indult, 
al  jobs  for  lM, 
first  time. 
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WORKERS 


Immigration  ha 
altered  the  com- 
position of  the 
workforce  many  times  throughout  U.S.  history.  But 
in  recent  decades,  the  most  significant  change  has 
come  from  within  as  women,  minorities,  and  the 
disabled  have  sought  employment  or  moved  into 
jobs  they  wouldn't  have  been  considered  for  before. 


<  MAN'S  W  ORLD 

In  the  manufacturing- 
dominated  economy  of 
the  pre-war  years,  men 
represented  three-quarters 
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Led  by  Martin 
Luther  King  Jr., 
the  civil  rights 
battle  highlights 
minorities' 
stymied  employ- 
ment status. 
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Tiie  bulk  of  baby  boomers  begin  lo  hit 
their  20s,  flooding  the  labor  force 
a  ith  noting  college-educated  workers. 


Oil  price  shot 
and  resulting 
flation  prom} 
many  empl 
to  set  up  cost 
living  incretn 


<  DIFFERENTLY 
ENABLED 

New  laws  awl  new 
technology  are  helping 
people  with  disabilities 
join  the  workforce. 


▲  I  P  THE 

LADDER 

It's  a  hard  climb.  In  1991, 
just  7%  of  employed  blacks 
were  executives  or 
managers — half  the 
rate  for  whiles. 


The  shift  to  a  ser- 
vice economy 
stretches  into  the 
1980s,  with  its  at- 
tendant, rise  of 
the  superstore. 


Earlier  retire- 
ment alters  the 
workforce.  Today, 
16%  of  men  over 
65  earn  a  pay- 
check, vs.  two- 
thirds  in  1929. 


MANAGEMENT 


The  job  of  those 
managing  the 
workplace  is 


undergoing  a  transformation  every  bit  as  profound — and  wrench- 
ing— as  the  nature  of  work  itself.  Heightened  competition,  both 
domestic  and  foreign,  has  forced  managers  in  the  U.S.  to  rethink  the 
autocratic,  top-down  approach  developed  by  Frederick  Taylor  and 
others  at  the  turn  of  the  century.  Now,  more  and  more  employers  are 
forming  problem-solving  teams  in  factories  and  offices  and  relying 
increasingly  on  collaborative  efforts — both  the  employee-manager 
kind  and  between  the  company  and  its  suppliers  and  customers. 


THERE'S  HOW 

IT'S  GONNA  BE 

The  faces  of  these  IBM 
plant  managers  leave  no 
doubt  as  to  who's  in 
charge  as  they  listen  to  an 
executive  at  a  training 
session  in  1966. 


►  BIG  WHEEL 

Until  recently,  executives 
commanded  and 
employees  carried  out 
their  orders.  OM's  styling 
boss  inspects  a  mock-up  of 
a  1951  steering  wheel 
for  the  Buick  LeSabre. 
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Yuppies  in 
training:  The 
ranks  of  doctors, 
lawyers,  and 
MBAs  swell.  A 
class  at  the  J.L. 
Kellogg  School  of 
Management. 
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The  U.S.  meets  the  global  economy  Soaring 
imports  spur  closings,  layoffs,  and  wage  cuts. 


President  Re 
gan  fires  air 
traffic  control 
lers  in  1981, 
speeding  orga 
nized  labor's 


▼  WHO'S  WHO? 

As  -Japanese  work  systems 
enter  U.S.  factories,  such 
as  Honda 's  Margsrille 
( Ohio )  plant,  worker  and 
supervisor  become  nearly 
i/idistiuuu  ish  able. 


A  I  TRUST  YOU 

In  1985.  OMsel  up  Sal  urn, 
a  far-reaching  experiment 
in  carmaking.  To  foster 
teamwork,  it  often  puts 
employees  and  dealers 
through  offbeat  exercises. 


The  "Mommy 
Track"  emerges  as 
moms  (and  a  few 
dads )  strive  to 
combine  work 
and  family  needs. 


Companies 
slash  health 
care  and  pen- 
sions in  an  ef- 
fort to  control 
spiraling  costs. 


Tiny  memory — but  IBM's 
first  PC,  vintage  1981, 
spurred  a  revolution. 


WORK  LIVES 


So  long. 
Ozzie  and 
Harriet. 

The  prewar  image  of  Dad  as  sole  breadwinner  has 
been  supplanted  by  working  couples  juggling  jobs 
and  family  and  single  parents  struggling  to  support 
their  children.  Xontraditional  workdays  have  become 
common,  with  more  than  a  quarter  of  the  workforce 
holding  part-time  or  temporary  jobs.  And  what  used 
to  be  off-the-job  issues — such  as  health,  drugs,  and 
fitness — are  now  the  concern  of  employers. 
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The  1990-91  re- 
cession sets  off 
restructurings 
galore  and  leads 
to  white-collar 
job-seekers  like 
these,  at  Geor- 
gia's Labor  Dept. 


The  office  hits 
the  road,  thanks 
to  gadgets  such 
as  notebook 
computers  and 
cellular  phones. 


Chrysler's  "jj 
form  "  team  I 
fies  Corpora 
America  s  a/>-| 
petite  for  wo* 
empowerment 


mm 


■4  GOT  A  LIGHT? 

In  1957,  smoke  permea  ted 
offices  and factories  alike: 
57%  of  m  en  were  smokers, 
and  so  were 28%  of 
women.  Three- martini 
lunch,  anyone? 


►  FATHER 
KNOWS  BEST 

The  family  from  another 
planet ? No— just  your 
typical  American 
household  at  the  outset 
of  the  baby  boom. 


EAT  EQUITY 

M icrosoft  paysfo  r 
pes '  memberships 
■alth  club  five 
es  away  from  the 
ny's  Bellevue 
)  office. 


PERMOM 

k  the  1990s 

imes  leads  to  scenes 

is  one:  A 

miming  engineer 
)le  brings  her  baby 
\er  to  the  office. 


With  Wl(k)s 
and  other  pla  ns, 
employees  bear 
more  responsi- 
bility for  per- 
sonal finances. 
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Companies  set  up  diversity 
programs  to  help  deal  with 
the  rise  of  minority  workers. 
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It  takes  a  whole  village 
to  raise  a  child. 


It  takes  a  total  commitment 
to  do  it  well. 

...  We're  working  to  make  it  happen! 

McGRAW-HILL  SCHOOL  PUBLISHING  COMPANY      m  h  i 

Macmillan/McGraw-Hill  School  Division  •  Glencoe/McGraw-Hill  •  CTB/McGraw-Hill         |  ■  f\ 
•  SRA/McGraw-Hill  •  McGraw-Hill  School  Systems  •  London  House 
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1894 


Do  you  think  this  has  been  a  century  of  change? 


Go  to  school. 

1894  Here's  a  seary  thought:  every 

industry  in  America,  from  our  communications  to  our  shoes,  has  been  revolu- 
tionized by  new  practices  and  technology  —  except  one:  education.  Why  is  the 
endeavor  that's  supposed  to  prepare  us  for  the  luture  the  one  that  has  fallen 
behind?  And  what  are  we  going  to  do  about  it? 

This  fall,  IBM  is  launching  an  initiative  called  Reinventing  Education  to  help 
schools  rethink  the  whole  way  they  approach  our  kids'  education,  to  get  students 
ready  for  a  future  of  change. 

We  will  be  working  in  partnership  with  educators  and  administrators  in  pub- 
lic school  districts  who  are  willing  to  give  up  the  conventional  assumptions  to 
make  our  kids  the  smartest  and  most  capable  they  can  be. 

One  good  example  is  IBM's  first  partner,  the  Charlotte-Mecklenburg  School 
System.  Together  we  re  building  an  Education  Village,  near  IBM's  Charlotte 
plant.  It  will  throw  away  the  old  lockstep  structure  of  12  grades,  50-minute 
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isses,  the  180-day  school  year  and  the  3:00  hell,  1994 
favor  of  newer  systems  that  work.  What's  successful  in  the  Village  will  become 
e  norm  lor  the  district. 

There's  a  focus  on  teaching  prohlem  solving,  especially  in  math  and  science, 
id  on  using  technology  to  let  kids  be  the  workers  in  their  own  education. 
iugher  and  more  meaningful  testing  standards  arc  built  in.  The  schools  will 
:  a  laboratory  for  training  teachers  within  the  complex,  the  entire  district  and 
•yond.  The  goal:  to  graduate  kids  who  are  ready  for  the  lulure. 
We  believe  the  time  has  come  for  Reinventing  Education.  We're  contributing 
►t  just  money  and  technology,  but  our  experience,  ideas  and  our  commitment, 
id  we  hope  that  other  businesses  will  also  get  involved  in  moving  our  schools 
to  the  new  century.  It's  in  our  interest.  The  better  educated  our  kid>  are. 
e  more  competitive  we'll  all  be.  If  you  would  like  more  information  about 
inventing  Education,  call  us  at  1  800  IBM-3333,  and  ask  for  star  805. 
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SECTION 


Breaking  the  Mold: 

The  Private  Sector's  Accelerating 
Role  in  Public  Education 


Some  business  leaders  say  that  fixing  our  nation's 
schools  is  the  hardest,  meanest,  bloodiest  thing 
they've  ever  tried  to  do. 
The  good  news  is  that  after  years  of  exceptional  effort 
-  and  as  much  frustration  -  the  private  sector  is  charging 
ahead,  helping  clear  the  way  lor  reform. 
And  various  strategies  for  shaking  up  the 
educational  system  are  meeting  with 
some  success. 

Between  the  Fourth  of  July  and  Labor 
Day  this  past  summer  I  drove  across  our 
country  -  some  8,800  miles  -  through  38 
states,  visiting  with  Americans  whose  lives 
can  help  us  make  sense  of  the  world  in 
which  we  find  ourselves.  I  stayed  in  their 
homes,  ate  supper  with  them,  and  stayed 
up  late  talking.  The  question  I  most  fre- 
quently asked:  "Looking  ahead  20  years, 
do  you  think  your  children  will  have  as 
many  opportunities  in  America  as  you 
have  had?" 

In  Boston,  during  a  conversation  with 
Dr.  David  Birch,  a  former  M.I.T.  profes-  Lamm 
sor  who  tracks  the  rise  and  fall  of  American  companies, 
I  thought  back  to  1°81 .  That  was  the  year  when  he  taught 
me  the  single  most  important  lesson  I  learned  as  Governor 
of  Tennessee:  that  10%  of  Americans  lose  their  job  over 
the  course  of  a  year.  In  Tennessee,  that  meant  about 
220,000  people.  Lven  recruiting  Nissan  and  Saturn  to 
Tennessee  would  never  replace  all  the  jobs  we  were 
losing  every  year. 

Turning  Headlights  on  Bright 

We  came  to  see  that  instead  of  importing  jobs,  we  had  to 
create  a  climate  in  which  new  jobs  would  grow.  So  we 
set  out  to  improve  the  entrepreneurial  climate  -  cutting 
through  red  tape,  keeping  the  tax  rate  low,  ami  creating  a 
Business  Roundtable  to  encourage  a  pro-jobs  atmosphere. 

But  as  we  quickly  discovered,  all  of  that  was  second 
to  education.  We  had  to  provide  a  steady  stream  of  well- 
educated  workers  who  could  meet  the  new  demands  of 
the  Information  Age. 

I  recall  visiting  the  headlight-assembly  team  at  the 
new  Saturn  auto  plant  in  Spring  I  [ill.  The  team  knew 


it  was  up  against  stiff  competition  from  Japanese  and  I 
German  automakers.  To  produce  a  defect-free  headlig:, 
workers  had  to  write  and  speak  English  well,  have  a  goji 
grasp  of  mathematics  and  spatial  relations,  and  under  ; 
stand  the  need  for  teamwork.  Not  an  easy  prescriptiof 
to  fill.  These  were  skills  no  auto  workers  had  ever  beef 
required  to  bring  to  a  job. 

So  we  launched  a  crusade  to  improve  our  schools. 
We  made  sure  every  Tennessee  student  was  computer  I 
literate  by  the  ninth  grade,  paid  teachers  more  for 
teaching  well,  created  summer  programs  for  gifted  stu-| 
dents,  and  upgraded  the  quality  of  our  higher  educatioij 
partly  by  adding  87  endowed  chairs 
(it  "excellence"  at  our  universities. 

Hardly  any  of  this  would  have  hap- 
pened without  support  from  the  private  ! 
sector.  For  many  companies  it  meant 
shifting  from  a  hands-off  to  a  hands-on 
role  in  education. 

Business  leaders  formed  Tennesseans 
for  Better  Schools  and  raised  $500,000  t| 
help  push  a  10-point  Belter  Schools  pro- 
gram through  the  legislature.  Corporate 
executives  served  on  higher  education 
boards  and  matched  state  dollars  to 
help  fund  those  87  chairs.  Companies  I 
"  adopted  schools,  gave  awards,  and  formeJ 
partnerships  with  communities.  Our 
Business  Roundtable  made  education  its  ! 
Uexander  No.l  priority. 

Tennessee's  story  is  worth  the  telling  because  it 
shows  how  school  reform,  like  all  politics,  is  local.  No  I 
one  knows  how  to  improve  schools  better  than  the 
community  itself. 

A  New  Agenda  for  Action 

Governors  in  every  state  were  getting  the  same  message 
All  of  us  were  becoming  convinced  that  in  the  midst  of  a 
world  of  enormous  change,  American  education  seemed! 
to  be  trudging  along  in  the  same  old  rut. 

At  that  time,  I  was  chairman  of  the  National  Governor: 
Association.  We  decided  to  change  the  education  agend 
by  doing  something  governors  had  never  done  before:  i 
devote  an  entire  year  working  together  on  a  single  sub 
ject  -  education.  Our  strategy  to  get  things  off  dead 
center  was  to  ask  these  questions: 

1.  Why  not  pay  teachers  more  for  teaching  well? 

2.  What  can  be  done  to  attract,  train,  and  reward 
excellent  school  leaders? 

3.  Why  don't  we  let  parents  choose  the  school  their 
children  attend? 
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en't  there  ways  to  help  poor  children  succeed 
school? 

hy  are  expensive  buildings  closed  half  the  year 
ten  children  are  behind  in  their  studies? 
hy  shouldn't  schools  use  the  newest  technologies 
■  learning? 

)w  much  are  college  students  really  learning? 

orse  Trade  To  Get  Results 

86  the  governors  answered  those  questions  in 
art  called  "Time  for  Results."  It  proposed  that  we 
me  old-fashioned  horse  trading:  we'll  regulate  less 
ool  districts  will  produce  better  results.  How?  The 
t  laid  out  a  set  of  radical  reforms  such  as  school 
e,  all-day  and  all-year  schooling,  and  performance 
ar  teachers  and  school  leaders. 

few  years  later  President  Bush  and  all  fifty  governors 
n  Charlottesville  to  establish  ambitious 
>nal  Education  Goals  for  the  year  2000. 
*oals  refocused  the  nation's  attention  on 
eed  for  setting  high  academic  standards, 
rially  in  math  and  science.  They  also 
ided  the  nation  that  a  child's  education 
early  -  at  home. 

1991  came  the  America  2000  strategy 
ned  to  move  the  country,  community  by 
nunity,  toward  those  goals.  High  aca- 
c  standards,  improved  student  testing, 
ced  federal  regulation  of  teachers, 
-the-mold  schools,  more  school  choic- 
r  parents  -  these  were  the  building 
:s  for  better  schools, 
viting  the  private  sector  to  join  in  was  perhaps  the 
:st  step  of  all.  An  enormous  number  of  organizations 
xecutives,  from  Wal-Mart  to  the  U.  S.  Chamber 
mimerce,  rallied  to  the  cause.  Former  Xerox  CEO 
d  Kearns  took  the  lead  in  helping  launch  the  New 
ican  Schools  Development  Corporation.  The  corpo- 
eaders  who  made  up  the  board  raised  $100  million 
lp  communities  create  break-the-mold  schools, 
tiis  was  the  first  time  in  anyone's  memory  that 
educators  were  setting  -  and  advancing  -  such  an 
ation  agenda  with  leadership  and  dollars. 

ck  in  the  Same  Old  Rut 

mprovements  came  painfully  slow.  Most  of  the  news 
is  told  how  we  had  established  goals  most  children 
I  not  achieve.  Even  the  combined  efforts  of  governors, 
xecutives,  and  community  leaders  could  not  over- 
:  the  resistance  of  entrenched  interests.  For  the  most 
the  education  system  was  stuck  in  the  same  old  rut. 


About  10  years 
since  the  governors' 
call  to  action, 
transfoTvning 
Americas 
education  systen/ 

is  even  more 
important  today. 


Today,  about  10  years  since  the  governors'  call  to 
action,  transforming  America's  education  system  is  even 
more  important.  Of  the  100  million  workers  in  the  private 
sector,  some  10%  still  lose  their  jobs  each  year.  Those 
jobs  must  be  replaced.  The  approach  we  took  back  in 
Tennessee  -  focus  on  the  job  spigot  instead  of  the  job 
drain  -  is  still  potent.  To  put  it  another  way,  it's  the  key 
to  our  future  standard  of  living. 

Almost  every  business  person  I  met  this  summer 
on  my  cross-country  drive  knows  this.  Better  schools 
mean  better  jobs. 

In  Detroit  I  talked  with  Bronce  Henderson,  the  chief 
executive  of  a  company  that  makes  robotic  systems 
for  assembling  automobiles.  It's  a  company  my  friend 
Professor  Birch  likes  to  call  a  "gazelle"  -  one  of  the 
270,000  or  so  rapidly  growing  firms  with  at  least  50 
employees  that  create  almost  all  of  America's  new  jobs. 
m m ^^mg       "I  can't  find  enough  trained  workers," 
Bronce  told  me.  "Working  capital,  faster 
approval  of  environmental  regulations,  no 
tax  increases  -  they're  all  critical  factors  in 
keeping  my  company  growing,  but  nothing 
is  more  important  than  education,"  adding, 
"If  we're  not  careful,  we're  going  to  wind 
up  with  the  top  two-thirds  of  America  doing 
very  well  and  the  bottom  third  stuck  for 
lack  of  a  good  education  and  the  good  jobs 
you  get  with  it." 


'Fevd  the  Good  and  Praise  It' 

Bronce's  comment  reminded  me  of  the 
first  night  <>i  m\  drive  when  I  stopped  m 
Henning,  Tennessee,  the  hometown  of  my  late  friend 
Alex  Haley,  the  author  ol  Roots.  I  drove  by  his  grandpar- 
ent's home,  and  on  the  gravestone  by  the  porch,  where 
we  buried  him  two  years  ago,  were  the  six  words  by  which 
he  lived  his  life,  "Find  the  Good  and  Praise  It." 

In  that  spirit,  we  should  praise  the  good  things  com- 
munities are  doing  with  their  schools.  It  is  a  matter  of 
starting  all  over  again  -  creating  a  whole  new  educational 
framework  that  fits  today's  children  and  tomorrow's 
world.  The  challenge  may  seem  awesome  -  some  might 
say  impossible.  But  I  believe  it  can  be  done. 

Within  this  huge  country  there  are  some  15,000 
school  districts  filled  with  parents,  teachers,  and  local 
business  leaders  working  hard  to  help  children  learn. 

In  this  Business  Week  special  education  section  we'll 
describe  10  of  the  most  effective  strategies  that  communi- 
ties -  in  close  partnership  with  the  private  sector  -  are 
using  to  break  the  mold  and  create  the  best  schools  in  the 
world  for  all  of  our  children. 
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Putting  Reform  on 
a  Faster  Track 


In  Dallas  the  Mm 
extensive  day  cure 


Starting  Early 

1 Today,  in  communities  across  the 
country,  there's  a  new  focus  on  the 
importance  of  taking  care  of  children 
before  they  go  to  school  -  even  before 
they're  born. 

Cocaine  Kids.  In  Detroit's  Hutzel 
Hospital,  one-third  of  the  8,000  babies 
born  each  year  have  already  been  exposed 
to  cocaine  through  their  mothers.  When 
I  visited  the  hospital,  clinical  nurse  Julie 
Sullens  told  me,  "Some  of  these  children 
cry  all  night.  They're  inconsolable." 

This  is  like  planting  land  mines  on  our 
most  populated  beaches.  Some  of  these 
babies  will  never  fit  into  families,  into 
classrooms,  into  our  society.  We  and  they  will  pay 
a  horrible  price. 

In  a  far  less  extreme  situation,  Dallas-based  Texas 
Instruments  saw  the  problems  facing  many  pre-school 
children  in  its  own  city.  In  1990,  along  with  Head  Start 
of  Greater  Dallas  and  other  public  and  private  agencies, 
it  created  the  Margaret  Cone  Head  Start  Center.  This 
pre-school  program  for  disadvantaged  four-year-olds 
provides  extended  day  and  year-round  care  -  as  well  as 
education,  health,  nutrition,  and  social  services  -  for 
children  and  their  parents.  Texas  Instruments  doesn't 
leave  the  kids  in  limbo.  Cone  children  go  on  to  attend 
kindergarten  through  third  grade  at  Frazier  elementary, 
a  TI  School  Partner  In  Education. 

Pre-school  Partnership.  In  Rochester, 
Kodak's  21st  Century  Learning  Challenge 
created  a  partnership  with  the  Edison 
Technical  and  Vocational  High  School. 
Out  of  this  came  a  new,  two-classroom 
Montessori  Pre-school  for  more  than  70 
four-year-olds  that  was  built  with  materials 
supplied  by  local  businesses.  Kodak  under- 
wrote and  coordinated  the  project. 


Set  Academic  Standards  High 

/m%  111  children  can  reach  high  academic 
7  standards,  but  most  American  parents 
don't  believe  it. 
"Students  can  learn  mathematics  if  they  have  the 
ganas,"  says  Jaime  Escalante,  a  high  school  math  teacher 
in  California,  using  the  Spanish  word  for  desire.  "This 
is  the  only  thing  we  need  from  students  -  the  desire 


Math  is  one 
discipline  where 
the  nation  has 
really  raised  stan- 
dards without  the 
imposition  of  any 
federal  rules. 


to  learn."  And  Escalante's  amazing  career  as  a  teacher 
proves  it.  In  the  12  years  he's  taught  calculus  at  Garfiel 
High  School,  576  of  his  students  have  done  well  enoug 
on  the  Advanced  Placement  test  to  receive  college  credit 
"Students  should  be  able  to  think  through  problems 
more  effectively,"  as  Charlotte  K.  Frank,  vice-president  i 
McGraw-Hill  School  Publishing  Company,  puts  it.  "An 
more  can  learn  to  communicate  better." 

Yet  some  segments  of  the  American  population  arenj 
fazed  one  bit  by  tough  standards  -  among  them,  mostl 
Asian  families.  Their  children  often  attain  above-averagJ 
scores  because  parents  respect  those  standards  and  beliel 
they're  attainable.  There's  the  Laotian  girl,  for  examplj 
^^^^  who  won  a  Chattanooga  spelling  bee  only 
three  years  after  she  moved  to  this  countr 
-  with  no  command  of  English. 

Math  is  one  subject  where  the  nation  hal 
really  raised  standards  without  the  imposi- 
tion of  any  federal  rules.  The  campaign 
to  improve  math  instruction  began  back  in 
the  eighties  when  Iris  Carl,  a  Houston 
math  teacher  and  president  of  the  Nationa 
Council  of  Teachers  of  Mathematics,  lead 
an  effort  to  establish  world-class  standard; 
for  what  all  children  should  know  and  be 
able  to  accomplish. 

Since  the  council  published  its  standard 
in  1989,  publishers  have  been  revising  their  textbooks, 
states  have  been  changing  their  math  tests,  and  teacher: 
have  gone  through  retraining  programs.  The  revision  ha 
upgraded  math  instruction  in  some  40%  of  the  nation's 
classrooms,  according  to  Carl. 
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FOR  OVER  25  YEARS, 
WE'VE  BEEN  APPLYING 
OUR  INDUSTRY 
TO  YOURS. 


If  our  name 

m  ^  is  foreign  to  you,  maybe  it's  be 

cause  we're  building  a  reputation  in  America 
on  the  reputations  we've  helped  build  for  others. 
(sD    Together  with  Sun  Microsystems,  we  developed  the 
RISC  chip  that  brought  mainframe  power  to  desktop  comput- 
g.  And  helped  make  Sun  the  leading  workstation  manufacturer 
rldwide.  cO  With  U.S.  regional  Bell  operating  companies,  we're 
Dlutionizing  commercial  service  by  creating  the  world's  first  switch- 
ystem  caoable  of  handling  voice,  data  and  video  over  the  public  net- 
t  cP  We've  built  R&D  and  manufacturing  facilities  from  California 
:onnecticut.  Building  on  our  reputation  as  the  world's  second  largest 
nputer  company.  And  creating  advances  from  the  smallest  and 
htest  portable  pen  computers  to  some  of  the  world's  fastest 
supercomputers.  cO   We're  celebrating  over  25  years 
well-spent.  Not  so  much  on  publicity  as  on  products 
that  create  possibilities  for  the  next  25  years.  So  if 
you're  looking  for  our  name  in  the  future,  just 
look  behind  some  of  the  biggest 
names  in  America 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


)  olanda  Gamez  (left)  gives  Eric  Sanchez  (right)  a  spelling  lesson  in  preparation  for  an  upcoming  test  She  is  one  of  2)  Coca-Cola  I  allied  Youth  tutors  from 
Kazen  Middle  School  located  in  San  Antonio,  Texas,  which  was  the  first  site  for  the  Coca-Cola  I  alued  Youth  Program. 


The  improvements  have  tome  about  none  too  soon. 
Says  Martin  Marietta,  one  of  the  country's  largest 
defense  contractors,  sounding  a  note  of  alarm,  "Over 
50%  of  all  high  school  students  take  no  mathematics 
or  science  after  tenth  grade,  according  to  one  M.I.T. 
study,  and  only  1  %  of  American  high  school  students 
study  calculus,  compared  to  12%  of  Japanese  high 
school  students." 

Corporate  Catalyst.  If  there  are  skeptics  who 
doubt  whether  children  can  achieve  higher  standards, 
businesses  nationwide  are  doing  their  best  to  change 
their  minds.  For  instance: 

■  NationsBank  is  giving  $2  million  to  the  Southern 
Regional  Educational  Board  -  a  consortium  of  15  states 
from  Man  kind  to  Florida  to  Texas  -  to  support  the 
board's  program  to  raise  academic  achievement. 

\bout  one  hundred  Citibank  "faculty"  trained  at  the 
alition  of  Fssential  Schools  at  Brown  University  are, 
in  turn,  training  dozens  of  teachers  in  new  methods 
aimed  at  raising  children's  achievement  standards. 
Role  Models.  Through  its  Valued  Youth  Program, 
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( 1(  »ca-Cola  is  using  tutoring  and  mentoring  as  a  tool  to 
teach  elementary  students  who  require  special  assistance] 

"The  concept  is  to  help  middle-school  students  in 
academic  trouble  because  of  family,  police,  or  other 
factors,"  says  a  Coca  Cola  Company  spokesperson. 
"We're  looking  at  cases  where  teachers  and  parents 
have  tried  everything.  We  want  to  help  them  turn  their 
lives  around  by  helping  them  perform  a  service  for 
younger  children." 

"One  thing  that  seems  to  work,"  she  goes  on  to  say, 
"is  making  the  kills  responsible.  The  Coca-Cola  prograij 
takes  largely  Hispanic  students  at  risk  of  dropping  oud 
and  makes  them  tutors  to  help  others  who  arc  strugglini 
-  and  close  to  failing.  They  become  role  models.  But 
to  do  that,  thev  have  to  clean  up  their  act.  They  have  tq 
value  themselves,  as  the  program's  name  says." 

The  program,  which  works  through  school  districts  | 
and  community  agencies,  comes  out  of  the  belief  that 
children  can  actively  contribute  to  each  other's  educa-  I 
tion.  In  Brownsville,  Texas  -  for  example  -  the  progran 
matches  up  students  like  Juan,  14,  and  Maria,  13,  with 
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kindergarten,  first-grade,  and  second-grade  kids 
eed  help  with  reading  and  math.  The  teenagers 
e  weekly  training  and  get  paid  for  their  tutoring. 
ca-Cola's  program  has  had  a  dramatic  impact  on 
ttitudes,  providing  a  motivation  that  had  been 
g.  "The  dropout  rate  among  tutors  is  less  than  2% 
ired  to  12%  for  students  not  in  the  program,"  says 
:or  Cuca  Robledo  Montecel.  "The  tutors  believe 
ave  a  real  contribution  to  make." 

arding  Good  Teachers 

ennessee's  state-wide  program  to  pay  teachers  more 
)r  teaching  well  is  now  10  years  old.  More  than 
,700  teachers  participate  in  the  peer  review  program, 
fortunately,  no  other  state  rewards  good  teachers 
letter  pay,  despite  the  obvious  motivational  benefits, 
of  the  opposition  comes  from  unions.  But  there's 
lenty  of  foot-dragging  at  many  colleges,  which 

the  completely  illogical  assertion  that  there's  no 
i  tell  a  good  teacher  from  a  bad  one. 
long  as  that  absurd  assumption  holds,  there  will  be 
y  to  make  teaching  a  truly  professional  career. 

and  communities  cannot  afford 
'  all  teachers  what  the  best  teach- 
serve  -  and  they  shouldn't.  They 
d  and  would  pay  much  more  if 
were  a  way  to  select  outstanding 
:rs. 

aluation  Gridlock.  The  stum- 
block  in  rewarding  top  teachers 
ways  been  the  method  of  evalua- 
It  may  be  obvious  that  some 
;rs  are  better  than  others,  but  it's 
isy  to  make  the  distinction  fairly, 
iny  system  that  rewards  teachers 
itably  produces  the  kind  of  work- 
ivironment  nobody  wants, 
e  National  Board  for  Professional 
ling  Standards,  though  moving  at 
)illar-like  speed,  offers  some  real 
ise.  Established  in  1987  to  help 
ing  become  a  true  profession  - 
he  increased  pay  and  responsibili- 
isociated  with  professionalism  -  it 
tablished  rigorous  standards  that  states  can  use 
ermine  what  teachers  in  every  field  should  know 
e  able  to  do.  It  has  also  set  out  to  build  a  voluntary 
a  to  assess  and  certify  teachers  who  meet  these 
irds. 

me  two-dozen  corporations,  from  American 
ss  and  BellSouth  to  IBM,  The  New  York  Times, 
Jnion  Carbide,  have  supported  the  board's  work. 


After  completing  tests  involving  some  539  teachers,  the 
board  will  launch  National  Board  Certification  across  the 
nation  next  year.  Eventually,  many  school  districts  will 
pay  more  to  board-certified  teachers. 

"A  lot  of  teacher  training  is  out  of  date  with  what  we 
need  today,"  says  Pat  Willis,  president  and  executive 
director  of  the  BellSouth  Foundation,  which  concen- 
trates on  promoting  education  reform  in  the  nine  states 
where  its  parent  supplies  phone  service.  "They  don't 
all  get  quality  training.  We've  been  a  big  player  in  new 
approaches  to  professional  development  for  teachers  -  how 
they're  prepared,  what  kind  of  annual  and  regular  support 
they  get,  and  how  you  expand  their  knowledge  base." 

Teacher  Recognition.  That's  not  all  the  private  sec- 
tor is  doing  to  bring  the  teaching  profession  up  to  speed. 

■  Upjohn,  for  instance,  selects  12  Michigan  teachers 
each  year  for  its  week-long  ScienceGrasp  program  aimed 
at  enhancing  the  hands-on  teaching  skills  of  elementary 
teachers. 

■  The  Encyclopedia  Britannica  sponsors  the  prestigious 
"teacher  of  the  year"  awards,  one  for  every  state  and  one 
for  the  whole  country. 


BellSouth  Chairman  John  L.  Clendenin  visits  an  interactive  learning  classroom.  BellSouth  has  been  involved 


•durational  efforts  thr 


ighout  the  Southeast,  including  interactive  distance-learning  programs. 

■  Some  8,500  teachers  now  belong  to  the  Geography 
Alliances  that  the  National  Geographic  Society  has  been 
creating  in  every  state  since  1985. 

■  Martin  Marietta  sponsors  the  Academy  for  Teachers  of 
Science  and  Mathematics,  a  four-week  program  held  every 
summer  on  the  campus  of  the  University  of  Tennessee. 
And  it's  supporting  similar  academies  in  Florida,  Maryland, 
and  New  Mexico.  Through  an  innovative  curriculum, 
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we'll  fee. 


Robots  are  useful.  Human  beings,  however,  are  indispensable.  That's  why,  after  years  of  intesi 
training,  Dave  Klenk  moved  from  a  job  on  the  assembly  line  to  a  job  programming  and  rep;ri 
robots.  And  now,  Dave  is  teaching  the  skills  he's  learned  to  Tim  Pruyt.  General  Motes 
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\g  the  way  it  builds  cars,  and  it's  helping  the  people  who  work  there  change  with  it.  After  all, 
es  just  do  what  they're  made  to  do  and  no  more.  Machines  can't  have  a  Flash  oNnspiration, 
a  better  way.  Machines  can't  take  pride  in  their  work.  General  Motors  workers  can  and  do. 
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teachers  "discover  the  true  origins  of  science  and  math 
and  the  run  and  excitement  that  hands-on  activities  can 
bring  to  the  business  of  learning."  The  avowed  aim:  to 
pass  along  some  of  that  excitement  to  students  faced  with 
decisions  as  to  what  educational  courses  they  should  take. 

"Students  make  critical  decisions  early  in  their  lives, 
even  when  they're  in  elementary  school,"  says  Alike 
I  [opp,  director  of  management  and  organization  devel- 
opment at  Martin  Marietta.  "Certainly  in  junior  high  a 
student  has  to  decide  w  hether  to  pursue  -  or  not  pursue  - 
advanced  algebra.  If  you  miss  it  then,  you  don't  ever  get 
to  be  an  engineer." 

Put  Computers  in  Classrooms 

4 One  hundred  years  after  the  invention  of  the  tele- 
phone, most  teachers  don't  have  easy  access  to  one. 
In  classroom  after  classroom,  they  look  as  though 
they're  trying  to  compete  in  the  Lndy  500  with  a  Model  T. 
As  tor  desktop  computers  for  the  kids,  the  situation  isn't 
much  better. 

But  -  thanks  to  the  private  sector  -  change  is  coming 
fast.  In  a  showcase  program  in  Portland,  Maine,  Blue 
( >oss/Blue  Shield  sponsors  a  Center  for  Youth 
Apprenticeships,  which  is  definitely  getting  somewhere. 

'When  children  come  here  from  their  high  school 
classroom,"  says  Jean  Mattimore,  the  center's  executive 
director,  "it's  like  going  from  one  age  into  another. 


There  are  really  no  manual-labor  jobs  here.  Nothing 
they  see  in  school  looks  like  what  they'll  find  to  work  | 
with  here." 

Classroom  Computers.  Coast  to  coast,  companie| 
are  putting  computers  and  other  high-tech  equipment!  ( 
into  classrooms. 

■  In  I  Iouston  there's  a  new  K-8  school  with  one  PC  f<r 
every  four  students  -  the  product  of  a  partnership 
between  the  Houston  Independent  School  District  an*  ■ 
one  of  the  city's  biggest  companies,  Compaq  Computa 
The  school  integrates  core  subject  areas  like  math  andl 
science  in  a  challenging  academic  program.  Compaq  pfc- 
vides  not  only  computers  but  also  video  disks,  CD-ROM, 
on-line  access  to  data  bases,  and  technical  support.  ThMj 
company  even  goes  so  far  as  to  help  recruit  talented 
faculty  from  around  the  nation. 

■  In  two  states  IBM  is  upgrading  teaching  with 
computer  technology.  Its  New  York  State  Initiative  is  M\ 
pilot  program  to  determine  how  a  statewide  education*] 
network  might  work  in  all  New  York  public  schools.  I 
And  in  the  South  the  IBM  Mississippi  2000  project 
provides  computer  technology,  educational  software,  I 
and  a  fiber-optic  audio  and  video  system  to  link  teachers! 
and  students  in  rural  classrooms  across  the  state. 

■  This  year  Apple  Computer's  program  called  "Partn* 
in  Education  Grants"  will  provide  11  K-12  schools  ai 
11  teacher-training  institutions  with  $1.2  million  wotl 


S99B 


ian  treasures  can  be 
pher"  feature  of  IBM's 


VHologrnphs 

iTovmloadttf  using  me  "gopuer  jeuinre  oj  torn 
"software  product  that  provides  K-12  with  a  link 
to  Internet.  Here  a  student  studies  an  image  of 
the  "Spirit  of  St.  Louis. " 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 


Is 
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ing  a  job  with  a  future,  one  that  is  related  to  their 
ition,  that's  the  ultimate  test  college  graduates  face 
I  A  good  education  isn't  enough.  Students  need  both 
heory  and  the  practical  application  of  the  theory 
l  are  necessary  in  an  increasingly  specialized  job  market. 
At  ITT,  we  had  a  vision  for  a  system  of  higher  edu- 
n  that  prepares  students  to  meet  the  demands  of 
lean  businesses.  Taught  by  instructors  with  real- 
i  experience.  So  graduates  will  be  better  prepared 


to  handle  the  jobs  tomorrow's  technological  workplace 
will  produce. 

That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  ITT  Tech  is  one  of  the  leading  private 
career-focused  programs  in  the  U.S.  Teaching  entry  level  skills 
for  productive  jobs  in  telecommunications,  consumer  elec- 
tronics, aerospace,  computer  drafting 
and  other  21st  century  fields.  It's  good 
to  know  our  investment  is  working. 


ITT 


N<  >  breaking  in 
needed  thanks  to 
our  padded  collar 
and  full  leather  lining 


Shock  absorbing 
footbed  takes  the 
punishment  -  not  you 


Arch  stabilizer  supports 
you  every  step  of  the 
way  -  all  day  long 


Millions  of  air  bubbles 
means  you're  walking 
on  air 


Soft,  supple 
leather  uppers 
give  you  all 
around  comfort 


TAKE  THE 


'Com/ortech 


CHALLENGE... 


and  slip  into  a  pair  of  shoes  th  feels  as  cozy  as  your  favorite  easy  chair.  Whether  you  spend  a  lot  of  time  on  your  feet 
or  just  want  to  discover  the  mc    comfortable  shoes  you've  ever  worn  -  take  the  Florsheim  Comfortech  Challenge. 


E 


M 


Special  heel  lets  you 
take  the  pavement 
in  stride 


Variable  tread  for 
sure-grip  traction 
wet  or  dry 


Lightweight, 
long-wearing,  flexible 
outsole  lasts  five  times 
longer  than  leather  soles 


out  for  yourself  just  how  comfortable  a  pair  of  shoes  can  be  and  why  Florsheim  Comfortech  shoes  are 
mmended  by  Podiatrists  nationwide.  For  the 


4 


FLORSHEIM 


heim  dealer  nearest  you,  call  1  -800-446-3500. 

Florsheim  Comfortech  styles  start  at  $69.95. 
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of  equipment  to  help  them  prepare  both 
students  and  teachers  for  the  twenty- 
first  century.  Apple  will  also  conduct 
an  1  I -day  retreat  at  the  Walker  Creek 
Ranch  in  Marin  County,  just  north  of 
San  Francisco,  to  help  train  those 
who've  received  the  computers  and 
peripheral  equipment. 

Many  communities  are  using  tech- 
nology to  go  beyond  what  happens 
in  school  and  increase  communica- 
tions between  school  and  home.  In 
Montgomery  Country,  Maryland,  sev- 
eral schools  are  using  voice  mailboxes 
for  teachers  so  that  parents  can  call  to 
get  their  child's  homework  assignment. 
One  of  those  schools  received  more 
than  750  calls  the  first  week. 

Many  of  the  calls  came  from  students 
who  like  the  technology.  It  helps  make 
school  fun! 

Technology  is  not  just  a  new  set  of  toys.  It's  a  new 
way  of  thinking  -  a  new  way  of  living.  Not  feeling  com- 
fortable with  today's  technology  can  be  a  major  obstacle 
to  helping  a  child  make  the  transition  from  school  to 
a  good  job. 

Making  Schools  Safe 

5 The  streets  around  many  schools  are  so  dangerous 
that  adults  are  fearful.  It  is  shocking  when  a 
12-year-old  boy  is  under  indictment  for  murder, 
but  that  was  the  case  recently  at  a  middle  school  I 
visited  in  East  Los  Angeles.  Even  in  "nice"  mmmmmm- 
neighborhoods,  school  safety  is  a  problem. 
In  Rockdale  County,  Ceorgia  -  for  instance 
-  a  shooting  at  Heritage  High  School  led 
the  community  to  institute  a  virtual  ban 
on  weapons. 

All  parents  want  good  and  safe  schools 
for  their  children.  F.very  school  should  have 
a  zero-tolerance  weapons  policy.  And  every 
community  should  have  alternative  schools 
so  that  troublemakers  can  be  sent  to  a 
tightly  disciplined  school  rather  than  out 
on  the  streets. 

The  private  sector  is  helping  here,  too. 
In  Kansas  City,  Missouri  -  for  example  - 
the  top  executive  of  M  u  ion  Merrell  Dow, 
a  pharmaceutical  company,  set  up  the 
Kaufman  Foundation  to  run  Project  Star,  which  teaches 
students  how  to  resist  the  social  pressures  to  smoke, 
drink,  or  take  drugs. 


.  //  Informart  in  Dallas  the  EDS  Information  Technology  Pavilion  gives  kids  an  inside  look  at  how 
automation  works  in  manufacturing  plants. 


6; 


tl 
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Through  an 
innovative 
curriculum,  teachers 
'''discover  the 
true  origins  of 
science  and  math 
and  the  fun 
and  excitement  that 
hands-on  activities 
can  bring  to 
the  business  of 
learning. 


Keep  Schools  Open  Longer 

Schools  are  supposed  to  fit  the  needs  of  families.  Y 
even  though  most  women  now  work  outside  the 
home  and  many  parents  are  single,  nearly  ail  scho 
still  continue  to  operate  from  only  8  a.m.  to  3  p.m.  am 
stay  open  only  half  the  days  of  the  year.  It's  a  maddeni 
situation.  A  school  that's  open  for  so  short  a  time  fits 
very  few  family  schedules. 

I  have  yet  to  be  in  a  school  that  was  not  safer  than  tr 
neighborhood  surrounding  it.  In  the  Bronx,  for  examp 
I  visited  a  school  where  students  -  mostly  Colombian 
Americans  -  were  getting  a  good  education.  -Yet  the  sch 
hardly  looked  like  a  place  for  learning.  It 
fences  topped  by  the  kind  of  razor  wire  w 
use  in  prisons  because  of  the  bad  neighboj 
hood.  At  3p.m.  the  bell  would  ring,  the  do< 
would  open,  and  the  school  would  close, 
emptying  the  children  into  the  streets  tha 
offered  little  but  trouble. 

More  Than  Day  Care.  There  is  absolu 
ly  no  excuse  for  any  school  to  close  so  early 
and  turn  children  out  unattended.  Nearly  1 
years  ago,  in  Murfreesboro,  Tennessee,  th< 
school  system  asked  Becci  Bookner,  a  kinde 
garten  teacher,  to  start  a  pilot  program  of 
academic  activities  that  would  appeal  to 
families  both  before  and  after  school.  It 
began  with  2 1  kids  and  now  has  2,200  -  ha 
of  Murfreesboro's  student  body.  School 
buildings  are  in  use  12  hours  a  day  year-round. 

It's  not  day  care  in  disguise.  "Children  in  our  prograj 
have  access  to  computer  labs,  foreign  language  classes 
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:  lessons,  sports  -  even  homework  classes,"  says 
ner.  "Parents  can  choose  the  hours  their  children 
school.  Our  program  supports  families  and 
»ves  education." 

of  this  is  done  at  no  extra  cost  to  Murfreeshoro's 
/■ers.  Families  pay  up  to  $26  a  week  -  with  special 
cements  for  those  with  financial  problems.  And  now 
ter  1  federal  dollars  are  also  available  for  schools 
ting  such  programs. 

is  time  to  face  the  obvious,"  states  Prisoners  of  Time, 
>rt  recently  published  by  the  National  Commission 
me  and  Learning.  "In  many  communities,  when 
en  are  not  with  their  families,  the  next  best  place 
em  is  the  school." 

School-to- Work  B  ridge 

'or  many  students,  making  tL  *  Yansition  from  school 
o  a  job  is  like  stepping  fronpme  Industrial  Age  into 
he  Information  Age.  It's  a  wrenching  change, 
hat  they've  learned  at  school  doesn't  fit  what  they 
:o  know  at  work.  Much  of  it  is  designed  to  prepare 
its  for  college.  That's  why  so  many  juniors  and 
\s  who  aren't  going  on  to  college  are  bored  with 
their  high  schools  are  offering  them, 
/eral  states  have  worked  with  their  business  com- 
ics to  develop  youth  apprenticeship  programs. 
I,  for  example,  created  a  three-year  program  - 
ing  the  tenth  and  eleventh  grades  and  the  first 
if  a  technical  college  -  in  which  participants  spend 


/  Motors  works  closely  with  communities  where  it  htis  plants  and  trains  young  people  to 
jobs  that  require  considerable  skill. 


about  equal  time  learning  and  working.  Supervising 
each  apprentice  is  a  representative  from  a  local  company 
or  business. 

During  the  three  years,  employers  pay  the  apprentice 
an  annual  fee  of  up  to  $5,000.  If  a  business  decides  that  a 
graduate's  performance  falls  short  of  the  skills  described 
on  his  or  her  technical-college  certificate,  the  program 
will  pay  for  the  apprentice  to  return  to  school. 

Hands-on  Training.  In  1 992  Siemens,  the  German 
electrical  and  electronics-products  company,  set  up  three 
pilot  apprenticeship  programs  in  the  U.  S.  They  com- 
bined academic  learning  with  paid  hands-on  training  on 
the  factory  floor  -  all  supervised  by  a  "Meister." 

The  programs  have  been  so  successful  that  Siemens 
is  launching  1 1  more.  Typically,  applicants  for  the  20 
yearly  openings  at  the  company's  Stromberg-Carlson 
installation  in  Lake  Mary,  Florida,  must  have  completed 
high  school  courses  in  algebra  and  English  composition. 
Once  enrolled  in  the  program,  apprentices  have  to 
maintain  a  3.0  grade  point  average  in  a  curriculum  that 
includes  calculus  and  physics.  Those  who  stay  in  the 
course  get  amply  rewarded  -  with  jobs  that  initially  pay 
$27,000  a  year. 

Upgrading  Utica.  "Our  success  as  a  high-tech  com- 
pany is  directly  tied  to  the  ability  of  our  schools  to 
produce  students  of  world-class  talent,"  says  Larry  Stone, 
public  affairs  manager  at  Martin  Marietta's  Ocean,  Radar 
&  Sensor  Systems  facility  in  Utica,  New  York.  "In  recent 
years  we've  teamed  with  the  Oneida  County  School  and 
nOfflWITHr    Business  Alliance  to  help  students  make  a 
successful  transition  from  school  to  work." 

In  a  three-pronged  program,  Martin 
Marietta  tries  to  "broaden  the  life  and  work 
experiences  of  work-bound  students  to  make 
them  more  employable."  Here's  how: 

■  Mentors.  The  company  helps  put  "at- 
risk"  high  school  students  on  a  new  and 
better  track  by  teaming  them  with  Martin 
Marietta  mentors. 

i        ■  Summer  Jobs.  Each  year  about  two  dozen 
T     i    students  from  Oneida  high  schools  take 
part  in  a  summer-jobs  program,  funded  by 
Martin  Marietta,  that  gives  kids  meaningful 
work  assignments  in  disciplines  matched  to 
their  career  interests.  The  program,  now 
beginning  its  fifth  year,  has  produced  many 
success  stories. 

■  Teacher  Training.  After  developing  a 
20-hour  course  in  communication  and 
problem-solving  that  its  own  employees 
found  quite  useful,  the  company  turned 
around  and  offered  it  to  about  a  dozen 
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>r  years,  Sandy  Fitch  taught  business  education  using 
xtbooks  and  standardized  tests.  Yet  for  years,  she  also 
felt  there  had  to  be  another  way. 
One  that  her  students  would  find 
more  relevant,  more  involving, 


more  motivating.  Sandy  admits 


Oil  the  Mac,  Sandy  latches  -  even  she  was  bored  with  her 

ier  students  Microsoft  Excel  ami  Aldus 

PageMaker,  as  well  as  many  other  pro-         ,  ,        .  .  .     .  x, 

fam  widely  usedin  business  today.        Old  teaching  methOOS.  More 

lportant,  she  was  concerned  that  her  students  weren't 


as  well  as  their  ability  to  follow  directions  and  write — all 
critical  workplace  skills.  "What  a  difference! "  Sandy  says. 
"Their  work— and  their  evaluations — improved  dramati- 
cally. They  really  got  into  the  project  because  it  had  mean- 
ing for  them,  unlike  my  earlier  methods  of  teaching  and 
testing.  The  Mac  gave  them  a  chance  to  be  more  innova- 
tive." Now,  Sandy  proudly  declares,  her  students  have  the 
skills  for  an  entry-level  job  anywhere  in  the  country.  "They 
are  computer  literate  and  have  strong  enough  communica- 


Sandy  Htch  created  the  most  successM 
:hod-to-workprogram  at  Yarmouth  High. 
But  she  didn't  do  it  bv  the  book. 


itting  the  hands-on  training  they'd  need  to  compete  in 
e  workplace.  So,  in  the  spring  of  1992,  Sandy  decided  to 
y  a  different  approach:  Macintosh*  personal  computers, 
ith  this  new  teaching  tool,  Sandy  developed  a  three- 
lonth-long  project  in  which  each  student  was  asked  to 
>mplete  11  business-related  activities — all  on  the  Mac 
er  students  started  in  with  enthusiasm.  They  wrote 
sume's.  They  assembled  databases  of  employees  and 
ilaries.  They  produced  a  company  newsletter.  They  even 
■eated  a  profit/loss  statement.  After  they  were  done,  the 
udents  were  evaluated  on  their  innovation  and  creativity, 


tion  skills  so  they'll  feel  comfortable  in  the  workplace."  Plus, 
with  the  multiple  operating  systems  capabilities  of  Apple's 
l  a88  \  new  Power  Macintosh™  proficiency  on 
the  Mac  prepares  students  for 
practically  any  office  computer 
environment.  All  of  which 

/  'sing  a  laser  printer,  Sandy's  students    brings  a  new  power  to  education. 

are  able  to  create  professional-looking 
documents-complete  with  charts,  ,  r      r  • 

graphics,  clip  art  and  sharp,  tTOp  text,  The  power  that  makes  learning 
more  engaging  and  more  effective  in  training  students  for 
the  workplace.  It's  the  most  important  power  any 
teacher  can  have.  The  power  to  be  your  best? 


xAsboutt  Yarmouth  High  School.  Yarmouth.  Manic  <c>  !<i<)-t  y>f>U>  <  »mf>uhr  Inc  Ml  rights  reserved  Apple  the  \pple  logo.  Macintosh,  tml  "The  [muvt  to  be  your  bat"  are  registered troi&vtarb.  oj  typle  uimfmUr.  hu  Mm  ami  Power  Macintosh  are  trademark  •>}  AfipU  Comfmkx  fnc  Ml 
v  product  luimes  are  troth-mark,  or  reghlcrni tr,i<ii-r/iark\  of  their  rn/vi'/irc  lomparues 
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school  administrators.  They  liked  it  so  much  that  some 
are  now  giving  the  course  to  their  school  staffs. 

Smoother  Transitions.  There  are  many  types  of 
school-to-work  transition  programs,  but  few  are  as  exten- 
sive as  those  backed  by  ITT's  48  Technical  Institutes. 
The  company's  educational  network  offers  college-level 
programs  of  study  to  approximately  20,000  students  in 
twenty-four  states. 

Last  January,  for  example,  ITT  Tech  and  the  Hamilton 
high  school  Complex  in  Los  Angeles  began  offering 
electronics  engineering  and  computer-aided  drafting 
programs  that  enable  a  student  to  complete  an  academic 
quarter  of  college-level  work  while  still  in  high  school. 

Connecting  With  Communities 

8 "It  takes  an  entire  village  to  educate  a  child"  is 
an  African  proverb  that  has  become  a  favorite 
motto  of  almost  anyone  who  spends  much  time 
trying  to  reform  education.  The  school's  educational 
responsibilities  really  come  third  -  after  family  and 
neighborhood  -  and  too  often  today  both  are  falling 
down  on  the  job. 

It  was  with  this  in  mind  that  nearly  140  private-sector 
companies  and  organizations  formed  the  America  2000 
Coalition  to  support  community  efforts  to  reach  our 
National  Education  Goals. 

This  fall  the  coalition  is  launching  Goal  Line,  an  on- 
line computer  service  that  lets  education  reformers  from 
all  across  the  country  talk  to  each  other,  share  ideas,  ask 
questions,  and  get  help. 

Breaking  the  Ice.  Community-wide  efforts  usually 
start  the  way  one  did  in  the  Lehigh  Valley  of  Pennsylvania 
when  business  leaders,  unhappy  with  the  quality  of 
the  area's  schools,  met  with  education  leaders.  "It  was 
freezing  cold  outside,  but  it  was  even  colder  inside," 
says  Ed  Donley,  then  chair- 
man of  Air  Products  and 
Chemicals,  recalling  the  chill 
at  the  first  meetings. 

Once  the  finger-pointing 
stopped,  the  two  sides  estab- 
lished Lehigh  Valley  2000:  A 
Business  Education  Partnership. 
It  set  common  goals,  developed  1*0*, 
strategies  for  achieving  those 
goals,  and  found  ways  to  mea- 
sure progress.  Everyone  got 
involved  -  parents,  teachers, 
political  leaders,  civic  organi- 
zations, even  the  media. 

In  Omaha,  John  Gottschalk,    ,  ,  (r    "  M 

'  J  1     Kid  II  1  turn  I\cii'S,  the  hands-on  videi 

publisher  of  the  Omaha  World-    l>y  Matsushita  FA  •ctric  Corporation  of 


It's  story-telling  time  with  Celso  Frazao,  a  volunteer  from  Tandem,  who 
participates  in  this  interactive  session. 

Herald  joined  forces  with  the  local  chamber  of  commeii 
in  a  similar  effort  called  Omaha  2000.  From  time  to  tir 
the  newspaper  publishes  a  report  card  on  the  program 
progress.  All  in  all,  the  2000  campaign  has  made  a  big 
breakthrough  in  expanding  community  involvement  i 
the  city's  schools. 

Working  World.  All  of  the  Big  Three  automakers  j 
General  Motors,  Ford,  and  Chrysler  -  are  helping  giveg 
educational  reform  a  boost. 

"Our  involvement  in  education  began  about  10  year! 
ago  when  we  started  thinking  about  the  2 1st  century 
coming  up,"  recalls  Valerie  Becker,  who's  in  charge  of 
Chrysler's  national  education  program.  "People  were 
thinking,  my  goodness,  the  world  is  changing  -  but 
schools  aren't  changing  with  it.  Technology  is  passing 
them  by.  There  were  children  coming  to  school  more 
technically  adept  at  computers  -  and  technology  -  than 
their  teachers." 

Now  a  leader  in  corporate  commitment  to  better  ed 
cation,  with  programs  ranging  from  "Reading  Togethe 
to  a  partnership  in  the  annual  PTA  survey  of  parental 
involvement,  Chrysler  even  has  a  "Build  Your  Dream" 

contest  at  auto  shows  -  "an 
artsy  thing  where  you  design 
your  dream  car,"  as  Becker 
puts  it. 

One  of  the  company's  mos 
ambitious  programs  is  "Worl 
of  Work,"  which  encourages 
employees  to  share  their  expe 
rise  in  a  school  of  their  choice 
in  the  dozens  of  cities  where 
the  automaker  has  plants  and 
dealerships.  "If  you  want  to 
teach  chess,  math,  or  almost 
any  other  subject,  you  simply 
volunteer  for  one  hour  a  week 
-  and  Chrysler  saves  you  the 

education  program,  is  sponsored  j         o  j 

America.  time  off,"  says  Becker. 


: 
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other  Chrysler  initiative:  conducting  seminars  for 
lyees  interested  in  running  for  their  local  school 
s. 

owledgeable  Workers.  Through  its  "Pre-College 
irt  Strategy,"  General  Motors  has  developed  a  two- 
lannel  of  communications  with  the  communities 
:  it  has  plants.  The  No.l  automaker  helps  fund 
1  programs,  encourages  GM  volunteers  to  work 
isrooms,  supports  performance  measurement, 
nphasizes  improvements  in  reading,  writing, 
ematics,  and  science.  In 
ij  GM  learns  a  lot  about  its 
ners  and  community  needs, 
fcht  now,  the  company's 
ular  pride  is  its  program 
1  "GM  Skilled  Trades 
mgineering:  Explore  the 
bilities."  Middle-school 
nts,    especially  young 
■n,  minorities,  and  their 
ers,  get  a  better  idea  of 
opportunities  and  gain  the 
:o  pursue  them.  Among  the 
-am's  goals:  equip  stu- 
so  they  can  solve  applica- 
)ased  problems  requiring 
:r-order  thinking  skills." 
far,  the  program  has  been 
ner  with  the  more  than 
lousand  students  in  seven 
gan  urban  and  rural  dis- 
who  have  participated  in  it. 
he  team  developing  the 
nal  Science  Standards  for 
can  Education  is  drawing 
terials  used  in  "Explore  the 
lilities." 

:>ductive  Adults.  In  one 

r  of  the  U.S.  —  Maine  —  Through  its  'Partners  in  Educ, 
i  plenty  of  corporate  action  advanced  traininS  "'  comPum 
rting  educational  reform. 

JXJM,  the  nation's  leading  provider  of  disability 
nee  headquartered  in  Portland,  Maine,  is  putting 
iulder  behind  the  work  of  the  Maine  Coalition  for 
ence  in  Education,  a  grassroots  community-based 
that  brings  together  leading  educators,  public  offi- 
ind  businesspeople.  James  F.  Orr,  III,  UNUM's 
lan  and  CEO,  in  fact  has  served  as  chair, 
e're  involved  because  we  need  an  educated  work 
:o  keep  us  competitive  in  the  coming  century,"  says 
Healey,  director  of  UNUM's  Corporate  Public 
ement.  "As  America  shifts  from  a  manufacturing 


to  a  service  and  information  economy,  innovative  and 
knowledgeable  workers  will  become  increasingly 
important,"  adding,  "They  need  to  be  able  to  process 
information,  make  informed  decisions,  and  understand 
the  effects  of  those  decisions.  Many  workers,  willing 
as  they  are,  are  having  trouble  doing  this.  They're  not 
adequately  prepared. " 

In  line  with  this,  the  Maine  Coalition  recently 
recommended  that  public  education  should  move 
toward  a  focus  on  results.  "The  whole  idea,"  says 


jtion  Grants'  program, .  \pplv  Computer  mpplies  equipment  that  helps  undents  set 
s  and  science. 

Tracy  Sherman,  UNUM's  manager  of  public  relations, 
"is  to  teach  kids  what  they  need  to  know  to  be  success- 
fid,  productive  adults." 

Start  From  Scratch 

9 You've  heard  a  building  contractor  tell  you,  "It'll 
be  cheaper  and  quicker  to  tear  it  down  and  start 
over  than  to  remodel."  You  don't  really  believe  it, 
but  eventually,  when  you  receive  the  bill,  you  do. 

It's  pretty  much  the  same  thing  in  school  reform. 
"There  are  many  more  schools  performing  better  than 
people  believe,"  McGraw-Hill's  Charlotte  Trank  says, 
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Primis  Custom  Publishing.  What  an  extraordinary  idea:  Give  our 
teachers  the  ability  to  personally  customize  a  textlx  ><  >k  t< > match  their 
curriculum  and  their  students'  needs.  Then  print  and  deliver  in  a 
matter  of  days.  The  textbook  will  never  be  the  same. 


■ 

At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Congratulations. 


you've  just  become  the  proud 


PARENTS 


of  a  beautiful 


Year  Old 


— — 


IE 


Just  (is  your  parents  /nay  someday  become  your^ 
responsibility,  your  own  children  may  someday 
become  responsible  for  you.  As  the  leader  in  disabilit 
insurance,  we  can  help  make  a  potentially  difficul  * 
situation  easier.  We  offer  long  term  care  coverage 
that  works  as  a  natural  extension  oj  short  and  long 
term  disability  insurance,  to  help  protect  a  lifetiml 
of  savings  even  after  retirement  and  allow  people  to 
remain  indepoident.  And  our  policies  go  beyond  th 
typical,  even  compensating  family  members  and 
friends  to  care  for  their  loved  ones  at  home.  Its  simply 
By  continually  looking  toward  the  future,  we  can  helj, 
you  be  prepared  when  it  arrives.  For 
more  information  about  the  UNUM 
family  of  companies,  call  your  broker.     _  T 

Unum 

/  teres  to  a  long  life.  Hi  see  farther. 


; 


Unum  Limited  {1 
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despite  all  reform  efforts,  there  are 
ome  that  aren't.  And  any  that  aren't 
rming  well,  and  have  not  been  serving 
communities  for  years  and  years  and 
-  I'd  say  goodbye  to  the  present  design, 
se  it's  unfair  to  kids. 

le  of  the  pioneers  of  the  "break 
lold"  approach  is  the  Next  Century 
)1  Program  started  by  IBM  Chairman 
;eo  Louis  V.  Gerstner,  Jr.  when  he 
lead  of  RJR  Nabisco.  (He  recently 
out  with  an  incisive  book  on  reform, 
enting  Education:  Entrepreneurship  in 
ica's  Public  Schools.)  The  foundation 
nitted  $30  million  in  grants  to  43 
Is  across  the  country  to  help  improve 

:ademic  performance  of  their  Students.    Intel's  'The  Journey  Inside:  A  Learning  Adventure  in  High  Technology'  blends  education  and 

•esults  include  the  Downtown  School 


entertainment  to  ex 

d  near  the  parents'  place  of  work  in  Winston-Salem, 
1  Carolina,  and  the  New  Stanley  Elementary  in 
is  City,  Kansas,  where  students  keep  the  same  teach- 
uch  longer  than  they  do  in  the  average  public  school, 
gh-performance  Schools.  At  the  New  American 
)ls  Development  Corporation,  a  private  non-profit 
ization  formed  in  1991,  the  idea  was  to  create 
-the-mold  schools.  Start  from  scratch.  Completely 
lk  our  concept  of  schools.  Design  new,  high-per- 
ince  schools  that  would  be  the  best  in  the  world, 
ely  American  and  unique  to  each  community.  From 
roposals  submitted  from  every  part  of  the  nation, 
lesign  teams  were  chosen, 
iday,  those  teams  are  working  on  blueprints  for 
i  1 30  public  schools  in  19  states  from  Maine  to 
>rnia.  Next  year  New  American  Schools  will  begin 
lg  communities  adapt  the  designs  in  a  nationwide 
-up." 

le  of  the  design  teams,  called  Co-NECT,  will  pro- 
:very  student  with  a  laptop  computer.  It  can  be  used 
projects,  explore  databases  and  on-line  libraries, 
tvap  ideas  and  information  with  scientists,  profes- 
ind  students. 

d  and  New.  In  a  departure  from  traditional 
iction,  Hudson  Institute  is  blending  old  and  new  in 
lucational  structure  of  its  Modern  Red  Schoolhouses 
:  Bronx,  Indianapolis,  and  Beech  Grove,  Indiana. 
;chool  is  requiring  all  students  to  master  a  core  aca- 
:  curriculum  of  math,  science,  English,  history,  and 
•aphy  -  a  very  classic  approach.  But  classes  mix 
her  students  of  different  ages,  teacher/advisors  stick 
a  class  rather  than  change  almost  every  year,  and 
ooms  come  equipped  with  computers  and  other 
rn  technology. 


cite  and  inform  youngsters  about  the  science  behind  computer  technology. 

In  yet  another  experiment,  the  Community  Learning 
Centers  of  Minnesota  are  helping  teachers  and  other 
education  professionals  create  charter  schools.  Operating 
outside  the  current  education  system  under  an  agreement 
with  a  local  board,  they  have  nearly  total  autonomy  in 
decision-making  in  exchange  for  the  promise  to  produce 
academic  results. 


10 


Private  Managers  for  Public  Schools 

One  of  the  most  volatile  issues  on  the  nation's 
educational  agenda  is  the  private  management 
of  public  schools.  The  concept  seems  to  be 
catching  on.  In  today's  world,  when  people  are  question- 
ing what  government  bureauracies  can  accomplish,  invit- 
ing private  companies  to  manage  public  schools  and 
many  of  the  district  services  makes  a  lot  of  sense.  It's 
hardly  a  radical  solution.  In  fact,  it's  right  in  line  with 
the  trend  we  see  everywhere. 

Take  the  case  of  Baltimore  where  a  courageous  super- 
intendent, Walter  Amprey,  backed  by  his  mayor  and 
school  board,  hired  Education  Alternatives,  Inc.,  to  help 
manage  12  inner-citv  public  schools.  You  could  see  results 
within  the  first  30  days.  Schools  that  had  been  urine- 
stained  were  spic  and  span  -  a  fast  start  in  a  long  process 
of  improvement. 

Since  then,  Amprey  and  Education  Alternatives,  work- 
ing hand  in  hand,  have  put  two  teachers  and  a  telephone 
in  every  classroom  and  new  computers  in  every  school 
(four  in  each  class  and  one  computer  lab),  along  with 
drawing  up  a  personal  education  plan  for  every  child. 
All  of  this,  says  Amprey,  for  no  more  money  than  the 
other  public  schools  in  Baltimore  are  spending.  In  anoth- 
er Baltimore  experiment,  Berlitz  is  teaching  students 
foreign  languages. 
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Other  cities  arc  opening  the  door  to  private 
management  or  their  schools. 

■  In  Miami,  Education  .\lternatives  is  running 
South  Pointe  elementary  school. 

■  Hartford  is  considering  having  the  company 
manage  all  of  its  schools. 

■  Minneapolis  has  hired  Public  Strategies 
Ciroup  to  supervise  its  entire  district. 

■  Washington,  1).  C.  is  using  Svlvan  Learning. 
Inc.to  help  teach  reading. 

Undoubtedly  the  most  publicized  experi- 
ment in  private  management  of  schools  is 
the  Edison  Project,  launched  by  entrepreneur 
Christopher  Whittle.  It  began  its  work  of 
designing  a  new  type  of  school  almost  as 
though  it  were  a  company  creating  a  new- 
product.  It  started  from  scratch  by  asking 
the  question  of  schools  that  management-consultant 
Peter  Drucker  likes  to  put  to  businesses:  "If  you  w  eren't 
already  doing  it,  w  ould  you  start?" 

Out  of  this  fresh  thinking,  Edison  has  developed  an 
extraordinary  blueprint  for  schools  and  is  now  working 
with  dozens  ot  school  districts  to  make  it  a  reality. 


Strategies  for  the  Coming  Century 


Hardly  anyone  would  disagree  that  America's 
schools  need  to  be  transformed.  They're  simply 
out  of  touch  with  many  of  our  needs.  But 
beyond  the  10  recommendations  already  ■hk. 
described,  what  are  the  two  most  promising 
strategies  that  especially  deserve  support? 


McDonald's  franchisees  have  established  education  programs  to  help  kids  and  their  parents 


Charter  Schools: 
A  Declaration  of 
Independence 

Of  all  the  proposals  that  have  surfaced  over 
the  past  ten  years  for  actually  changing 
schools,  the  charter  school  -  or  independent 
public  school  -  is  surely  one  of  the  best. 
Eleven  states  have  now  passed  charter  school 
law  s.  Many  more  are  considering  legislation. 

What  does  "charter"  really  mean?  It  means 
starting  from  scratch.  Design  your  own  school 
to  fit  your  children's  needs.  U  nleash  the  ^mmm 
wisdom  and  creativity  of  parents,  teachers,  school 
leaders,  and  the  business  community.  Free  them  from 
rules  and  regulations  and  let  them  have  at  it. 

Charter  schools  are  the  opposite  of  the  one-size- 
fits-all  approach.  The  idea  is  that  as  long  as  a  school  is 


For  many 
students,  making  the 

transition  from 
school  to  a  job  is  like 
stepping  from  the 
Industrial  Age  into 
the  Information  Age. 
It's  a  wrenching 
change. 


safe,  the  children  are  learning.  And  if  the  parents  choose  irt 
the  schools,  they  w  ill  support  them.  Monitor  them.  But 
keep  hands  off. 

In  a  sense,  charter  schools  are  a  public-school  versio 
of  private  independent  schools.  These  "independent 
public  schools"  have  the  autonomy  that  may  well  be  - 
according  to  almost  every  public  school  principal  and 
teacher  -  the  greatest  advantage  of  private  independent 
schools. 

In  the  effort  to  create  charter  schools,  business  leade  kildi 
nationw  ide  can  help  bv  applying  lessons  they've  learnec  iblh 
while  restructuring  their  own  companies. 

In  any  case,  the  charter  movement  clearly  has  a  grip 
on  Americans  dissatisfied  w  ith  the  traditional  order  of 
education,  as  these  examples  show: 

■  Minnesota.  In  1992  it  passed  the  nation 
first  charter-school  law .  It  now  has  seven 
schools  operating,  four  approved  and  reacle'. 
to  open,  and  nine  others  permitted  under  rove 
the  law .  Perhaps  the  most  innovative  is  ns 
Metro  Deaf,  w  hich  serves  hearing-impaired 
students  and  their  families. 

■  California.  The  state  that's  so  often  on 
the  leading  edere  of  national  trends  has 
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given  charter  numbers  -  the  first  step  in  tl  oi 
recognition  process  -  to  over  sixty*  of  the  itcf 
hundred  allow  ed  under  its  law.  By  yearenc  lb 
almost  all  should  be  open  and  operating,  iter 
■  Massachusetts.  In  the  nation's  early  da]  - 
35W^—  Massachusetts  helped  create  the  common 
school,  and  now  it's  doing  it  again  -  w  ith  charter 
schools.  It  has  approved  15  of  its  legal  limit  of  25  char 
ters,  with  five  serving  at-risk  and  disadvantaged  youth. 
Three  are  schools  to  be  managed  by  the  Edison  Project: 
And  among  the  state's  approved  charters  is  a  boarding 
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for  homeless  children  headed  by  a  retired  admiral, 
ligan.  Picking  up  on  the  charter  concept,  Michigan 
ened  the  way  for  state  universities  and  school 
s  to  create  "public  school  academies."  University 
i  School  operated  by  Wayne  State  University  is 
ing  its  second  year.  And  seven  other  public  school 
lies  are  opening  this  fall  -  among  them,  the 
w  Chippewa  Academy  in  Mt.  Pleasant  and  the 
tool  Educational  Child  Care  Center  in  Lansing. 
;  charter-type  school  that's  making  the  most 
les  in  Michigan  is  the  Noah  Webster  Academy, 
tartered  in  a  log  cabin  in  a  small  rural  district 
:n  Lansing  and  Grand  Rapids.  It's  a  computerized 
study  network,  which  some  1,500  children  in  the 
ant  to  join  (through  their  parents).  Equipped  with 
nd  modem,  you  choose  your  curriculum  from 
idemy's  menu,  and  Noah  Webster  supplies  the 
re  and  follow-up  support. 

atever  the  charter  experiments  turn  out  to  be  - 
airly  conventional  to  radical  -  the  common 
inator  is  the  goal  of  creating  new  schools  from  the 
1  up. 

>ol  Choice: 
Bill  for  Kids 

:r  most  promising  strategy  for  improv- 
ldren's  education  is  to  give  all  families, 
illy  poor  ones,  more  choices  of  schools 
,c,  private  or  religious. 

incomprehensible  that  so  many 
cans  are  unwilling  to  give  children 
-est  path  to  success  in  America  -  the 
unity  to  attend  the  school  that  their 
s  believe  best  suits  their  needs. 

school  choice  is  perhaps  the  most 
versial  issue  in  education  today.  The 
:  and  most  public  school  leaders  are 
et  against  it.  While  some  who  favor 
led  choice  are  convinced  that  compe- 
will  make  schools  better,  opponents 
aid  it  will  destroy  public  schools, 
h  sides  are  missing  the  point.  Diane 
h  got  it  right  when  she  recently  said, 
)dy's  children  should  be  compelled 
nd  a  bad  public  school." 
a  matter  of  fairness.  If  parents  don't 
be  money  to  move  to  a  better  neigh- 
ad  or  put  their  children  in  a  private 
,  must  their  children  stay  in  a  public 

that's  not  right  for  them?  Instead, 
an  opportunity  for  that  child  to  move 
he  back  to  the  front  of  the  line. 


This  is  hardly  an  earth-shattering  new  idea  in  America. 
After  World  War  II,  tens  of  thousands  of  returning  vet- 
erans were  given  federal  funds  to  attend  the  college  of 
their  choice.  Critics  said  the  sky  would  fall,  but  the  GI 
Bill  expanded  educational  opportunities  and  created  the 
best  higher  education  system  in  the  world.  What  the  GI 
Bill  did  for  veterans  in  higher  education,  a  GI  Bill  for 
Kids  would  do  for  poor  children  in  our  elementary  and 
high  schools. 

'Washington  Knows  Best' 

One  of  the  dangers  to  keep  an  eye  on  today  is  the  federal 
government's  continuing  effort  to  control  education. 
Despite  the  strong  belief  on  the  part  of  most  educators 
and  companies  that  the  best  way  to  improve  the  educa- 
tion of  K-12  children  is  to  find  local  solutions,  there  are 
still  some  who  feel  that  "Washington  knows  best."  As 
one  bumper  sticker  you  see  around  the  country  puts  it, 
"I  love  my  country,  but  I  fear  my  government." 

True,  the  federal  government  accounts  for  only 
about  six  percent  of  the  monies  spent  nationwide 
on  education.  And  there  is  a  strong  tradition  of  local 
control  in  American  education.  But  people  are  afraid 


Wired-in  kids  learn  by  interacting  with  a  teacher  and  with  computers  supplied  by  Tand 


Terri  Guthrie  may 
qevef  win  a  Nobel  Prize, 
but  maybe  one  of 
her  students  will. 


There's  not  a  Nobel  Prize  for  teachers, 
bur  Tern  Guthrie  of  Jackson  Middle  School  in 
Titusville,  Florida,  is  good  reason  for  creating  one. 

In  just  her  second  year  of  teaching,  Ms. 
Guthrie  has  mastered  a  rare  skill  —  the  ability 
to  make  a  seemingly  dry  subject  (in  her  case, 
Earth  Science)  exhilarating. 

She  attributes  much  of  her  ability  to  the 
four  weeks  she  spent  at  the  Academy  for 
Teachers  of  Science  and  Math  at  the  University 
of  Tennessee.  It's  an  intensive,  hands-on  pro- 
gram that  teaches  how  to  motivate  students  in 
personal  and  imaginative  ways. 

As  a  major  Academy  underwriter,  Martin 
Marietta  is  proud  to  join  government  and 
academia  in  supporting  excellence  in  education. 

And  we're  even  prouder  to  know  that 
thanks  to  Martin  Marietta  Fellows  like  Tern 
Guthrie,  more  students  are  getting  turned  on 
nath,  science  and  the  environment. 

Who  knows,  one  may  even  some  day  win 
the  fir    Nobel  Prize.  For  teaching. 
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that  Washington  "experts"  will  impose  on 
public  schools  their  views  about  everything 
from  safe  sex  to  world  history. 

This  is  not  just  the  ranting  of  some  h  inge 
group.  Turn  on  C-SPAN,  and  you'll  see 
people  talking  who  actually  believe  that 
Washington  does  know  best  when  it  comes 
to  improving  our  schools.  In  fact,  Congress 
recently  passed  a  bill  -  Goals  2000  -  that 
turns  the  national  reform  movement  into 
a  federal  program.  It  creates  a  sort  of  federal 
school  board  that  will  undermine  local 
control.  It  also  encourages  mushy,  so-called 
"outcomes-based"  education  instead  of 
focusing  on  whether  children  are  learning 
the  academic  basics. 

Nothing  could  be  worse  for  our  schools 
than  to  increase  centralization  and  rule-making  -  just 
when  the  rest  of  the  world  is  rejecting  that  approach. 

Communities  and  parents  can  do  a  better  job  than 
Washington  deciding  what  is  best  for  their  children's 
future. 

The  Path  to  Educational  Reform 

In  the  immediate  years  ahead,  the  independent  public 
school  or  charter  school  movement  is  sure  to  take 
off.  Why? 

■  It  already  commands  bipartisan  support. 

■  It  tackles  the  whole  problem  of  improving  education 
at  once,  school  by  school,  instead  of  wearing  everyone 
out  with  piecemeal  arguments. 

■  It  sidesteps  the  debate  about  whether  public  dollars 
may  find  their  way  into  "private"  schools. 


Soon,  most 
everyone  will  see  the 
inevitable  logic  of 
letting  taxpayer 
money  follow 
children  to  the 
schools  that  their 
parents  believe  will 
best  fit  their  needs. 


■  The  "independent"  orientation  gives  tal 
ented,  committed  educators  an  opportunij 
to  work  together  and  design  new  schools 
from  scratch. 

All  in  all,  the  concept  has  broad  appeal. 
It  can  spur  community  support  -  and  ther| 
fore  win  taxpayer  backing  -  for  school 
improvement. 


The  Logic  of  Choice.  Ten  years  from 
now,  people  will  be  trying  to  remember  j 
why  anyone  was  opposed  to  school  choice 
should  be  obvious  now  why  we  must  alio 
families,  especially  the  poorest  ones,  to 
choose  the  best  schools  for  their  children 

■xrwwm  un'css  nc  u;ml  !"  create  a  society  with  a 
third  permanently  stuck  on  the  lowest  run 
of  the  economic  ladder. 

But  the  logic  of  school  choice  will  become  even  clea 
er  once  charter  schools  flourish.  Let's  say  Detroit  creati 
a  high  school  for  eleventh  and  twelfth  grade  students 
who  don't  want  to  go  on  to  college.  No  one  will  force 
students  to  attend  such  a  school.  But  those  who  find  th( 
option  just  what  they  want  and  need  will  make  it  their 
choice.  By  the  same  token,  schools  that  immerse  studen 
in  Spanish  or  English,  stay  open  until  6  p.  m.,  emphasiz 
math,  or  operate  at  a  corporate  headquarters  all  have  an 
appeal  for  individual  families. 

Soon,  most  everyone  will  see  the  inevitable  logic  of 
letting  taxpayer  money  follow  children  to  the  schools 
that  their  parents  believe  will  best  fit  their  needs. 

Flexibility  is  the  keystone.  In  the  future  you  can  coun 
on  seeing  schools  like  those  in  Murfreesboro  open  virtu- 
ally all  the  time,  with  parents  choosing  the  hours  that  fit 
their  family's  needs  and  paying  the  extra  costs  (assuming 
they're  reasonable)  for  the  extra  time.  School  districts 
that  simply  offer  year-round  classes  will  find  it  easier  to 
attract  parents'  participation  and  financial  support  than 
those  that  require  year-round  attendance. 
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Students  nt  School  #49  in  Indianapolis,  Indiana,  one  of  94  EDS  school 
partnerships  in  six  countries,  work  on  writing  skills  with  the  help  of 
Kim  DiaBiaggio,  EDS  volunteer  and  partnership  coordinator. 


The  Value  of  Home  Schooling.  The  one  school 
that  is  already  open  twenty-four  hours  a  day  is  the 
American  home. 

With  parents  becoming  more  concerned  about  what's 
happening  in  schools,  it's  understandable  that  there 
would  be  a  surge  in  home  schooling.  And  it's  not  as 
worrisome  a  prospect  as  some  people  think. 

More  and  more  parents  are  turning  their  homes  into 
schools  because  they  believe  the  public  schools  to  which 
their  children  are  assigned  are  unsafe,  unclean,  or  sec- 
ond-rate, or  promote  value  systems  they  don't  like. 

What  is  likely  to  happen  is  that  home  schooling  will 
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two-day  Teacher  Training  Institute  Seminars  provide  teachers  with  the 
trials  to  intergrate  technology  into  classroom  instruction. 

into  a  kind  of  sensible  catalyst  for  more  parent 
iment  in  children's  education, 
he  end,  most  parents  will  want  their  children  to 
le  advantages  of  attending  a  school  outside  their 
They  don't  want  to  carry  the  whole  burden  of 
:tion  through  home  schooling, 
ve  create  new  schools,  improve  existing  schools, 
ve  parents  more  choices,  education  may  swing  full 
back  to  the  way  things  were:  the  parent  as  the 
primary  teacher  -  with  schools  providing  supple- 
I  information  to  enhance  a  child's  overall  education. 

chool  Board  as  Overseer.  In  this  fast-forward 
;  of  education's  future,  the  nation's  15,000  school 
will  find  themselves  performing  a  job  that's  differ- 
in  -  and  more  interesting  than  -  the  role  they  have 
Ake  overseers,  they'll  set  policy  and  nurture  the 
pment  of  schools  that  really  meet  the  needs  of 
:s  and  children  in  their  communities. 
:ead  of  creating  and  managing  schools  and  then 
ng  each  child  to  one  of  them,  boards  will  step  back 
ien  the  door  to  the  best  proposals  for  helping  chil- 
2arn.  It  will  be  the  community  that  creates  the 
torn.  The  school  board's  job  will  be  to  make  sure 
lildren  are  learning  what  they  should  -  in  a  safe 
;an  environment.  As  long  as  parents  choose  among 
schools,  government  money  should  follow  the 
nto  the  classroom. 


A  Revolution  in  Public  Education. 

No  doubt,  there's  a  consensus  developing 
that  will  revolutionize  what  we  call  "public 
education." 

The  need  to  redefine  education  in  the 
public  sector  comes  from  America's  new 
awareness  that  events  that  seem  to  be  remote  - 
the  capitalist  uprising  in  the  Soviet  Union 
and  Eastern  Europe,  the  emergence  of  strong 
economies  along  the  Pacific  Rim,  and  other 
changes  reported  round-the-clock  on  televi- 
sion -  have  an  impact  right  in  our  backyard. 
They  have  forced  our  country  to  restructure 
its  economy,  decentralize  corporations,  and 
adapt  our  production  processes  to  new, 
rapidly  evolving  technologies. 

For  our  society's  work  force  it  has  been 
a  wrenching  series  of  changes.  Today,  thought- 
ful educators  and  businesspeople  alike  are 
asking:  If  our  corporations  have  gone  through 
a  transformation,  setting  new  goals  and  devel- 
oping new  tools,  why  shouldn't  our  schools 
lining  as  well? 

Many  American  parents  recognize  that  most 
ot  our  sch<  nils  arc  still  designed  the  u  a\  the)  w  ere  two 
or  three  generations  ago  when  you  attended  classes  three 
months  a  year  until  fourth  grade  and  then  went  to  work  in 
the  fields.  It's  not  quite  that  bad  these  days  -  but  almost. 

It's  not  surprising  that  with  our  schools  in  a  time  warp 
and  the  nation  in  need  of  a  greatly  upgraded  work  force, 
the  private  sector  is  thickly  involved  in  trying  to  trans- 
form our  schools.  How  can  you  build  better  products, 
against  stiffening  foreign  competition,  without  well- 
educated  workers? 

Now,  a  dozen  years  after  the  U.  S.  Department  of 
Education  sized  up  America's  educational  performance 
and  concluded,  "The  nation  is  at  risk,"  companies  can 
look  at  .1  mixed  scorecard  ot  successes  and  failures.  Their 
stake  in  education  however  is  already  large.  And  corpo- 
rate interest  is  certain  to  accelerate. 

What's  so  compelling  in  the  nineties  is  the  need  for 
action  rather  than  talk  -  that's  the  credo  for  today  and 
tomorrow.  It's  clear  that  companies,  like  ordinary  citi- 
zens with  kids  in  school,  believe  that  time  is  running 
out  in  the  exasperatingly  slow  drive  to  make  American 
education  better.  ■ 

Lamar  Alexander  has  been  Governor  of  Tennessee,  President  of  the  University 
of  Tennessee,  and  U.  S.  Secretary  of  Education.  He  is  a  .Senior  Fellow  at  the 
Hudson  Institute  -where  he  directs  the  Project  on  The  Promise  of  American  Life. 
He  lives  in  Nashville  where  he  is  counsel  to  the  Bake?;  Done/son  law  firm. 

Paul  Bun/ham  Finney,  who  writes  about  education  and  business,  assisted  in 
the  preparation  of  this  report. 


To  Help  Our  Kids  BecomeThe  Employees  We  Neec 
We  All  HaveTo  Go  BackTo  School. 


The  gap  between  the  skills 
employees  need  and  the  skills  they 
have  is  growing.  Nothing  less  than  a 
world-class  education  can  narrow  it. 

And  that  can  happen  only  if 
employers  go  into  the  schools  to 
help  make  it  happen.  Not  just  to 
donate  equipment  or  an  employee's 
time  now  and  then.  But  to  make  a 
commitment  to  be  pan  of  the  system 


today  and  in  the  future. 

That's  why  BellSouth  sees  the  new 
School-To-Work  Opportunities  Act 
(STWOA)  passed  by  Congress  as  a  much- 
needed  call  to  action  for  all  sectors  of 
our  community  to  work  together  in  new 
ways,  and  create  the  kind  of  educated 
work  force  business,  and  Amenca.  need. 

Like  us,  a  lot  of  businesses  want  to 
do  more  and  are  doing  more.  BellSouth  is 


■ 


committed  to  showing  educators  th( 
work  skills  students  need  to  compet 
In  fact,  we  are  already  bringing  stude 
and  teachers  into  the  workplace,  sc 
they  can  leam  first-hand  the  skills  th 
are  required. 

We  are  excited  about  the  state  a 
local  initiatives  that  STWOA  will  fun 
And  we're  taking  our  place  in  today' 
classrooms.  Front  row  and  center. 


BELLSOUTH 


Telecommunications       Information  Services 


Mobile  Communications       Advertising  Semces  Everything  You  Expect  From  A  LtWer* 
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ILK  ABOUT  LIFE 
I  THE  FAST  LANE 


r  Penske  has  built  a  transportation  gold  mine — and  he  never  takes  his  foot  off  the  gas 


IG  TRACK:  Penske  does  everything  from  running  the  pits  at  Indy  to  building  relations  with  the  UAW 


lid-June,  the  day  before  a  300- 
e  stock-car  race  at  his  Michigan 
ernational  Speedway,  Roger  S. 
lske  got  word  that  a  brutal  heat 
lad  softened  an  800-foot  stretch  of 
,ck's  new  asphalt.  If  the  pavement 
led,  as  it  threatened  to  do,  the 
light  not  run  and  Penske  would 
Dse  money  and  suffer  the  sharp 
rassment  of  disappointing  100,000 
host  of  sponsors,  and  a  national 
ion  audience. 

er  Penske  doesn't  tolerate  em- 
sment.  So  the  silver-haired  for- 
ice-car  driver  picked  up  a  push 
,  grabbed  a  dozen  of  his  employ- 
nd  worked  until  1:30  the  next 
lg  alternately  scrubbing  lime  into 
ick  and  running  cold  water  over  it 


in  a  feverish  effort  to  harden  the  sur- 
face. It  worked.  Just  12  hours  later,  two 
dozen  stock-car  drivers  were  zooming 
around  the  two-mile  oval  at  180  miles 
per  hour. 

That  the  57-year-old  chairman  of  a 
$3.6  billion  transportation  empire  would 
risk  blisters  to  save  an  auto  race  was 
no  surprise  to  the  employees  of  Penske 
Corp.  Their  chief  executive  may  demand 
hard  work,  but  nobody  works  harder 
than  Penske  himself.  While  indisputably 
the  boss,  Penske  doesn't  stand  on  cere- 
mony. For  him,  business  is  like  a  race 
car:  Every  part  is  crucial,  and  they  must 
all  work  together.  "If  I'm  not  motivated 
and  interested  in  the  results,  how  do 
you  expect  the  rest  of  the  organization 
to  be?"  he  asks. 


Penske's  toil  has  paid  off  in  one  of 
America's  most  successful  entrepreneu- 
rial ventures.  In  1964,  he  bought  a  Phil- 
adelphia Chevrolet  dealership  and  par- 
layed it  into  a  transportation 
conglomerate  that  ranges  from  his 
nearly  unbeatable  Indy  car  racing  team 
to  Detroit  Diesel  Corp.,  a  giant  maker 
of  heavy-duty  diesel  engines  (table, 
page  158).  Penske  does  everything  from 
running  the  pits  during  the  Indianapo- 
lis 500  to  forging  good  relations  with 
the  United  Auto  Workers.  Imagine  the 
head  coach  of  the  New  York  Giants 
owning  the  team,  several  of  the  stadi- 
ums it  plays  in,  and  a  $1.7  billion  sports- 
equipment  maker.  Then  imagine  him 
being  successful  at  it. 

Success  has  rained  on  Penske  this 


How  many  Int 

to  change 

Just  one.  The  one  that  revolutionized  the  architecture  of  the  automobile.  The  one  th 
gives  you  more  room,  more  power,  and  more  safety  features,  like  the  availab 
integrated  child  safety  seat,  that  cars  like  Honda  Accord  and  Toyota  Cam) 


v 


"The  suspension  is  a  common  blend 
of  what  the  segment  wants  and  needs 
in  roadworthiness  and  car  control 
without  presenting  a  bill  for  payment 
from  the  comfort  account,  with  a 
balance  of  ride  and  handling  that 
previously  was  available  only  in 
the  best  of  imports." 
-Motor  Trend,  January  '93 

"Through  three-quarters  of  a  year, 
we  remain  convinced  that  the  overall 
size,  comfort  and  convenience  of  this 
car,  not  to  mention  terrific 
performance,  make  it  a  winner." 
-Auto Week,  February  '94 


The  rock-solid  reliability  and  oven 
value  of  the  imports  have  made 
U.S.  companies  like  Chrysler 
proverbial  lambs  amid  a  pack  of 
wolves.  Those  days  are  over,  thank 
to  cars  like  the  Dodge  Intrepid  ES. 
-Road  &  Track,  June  '94 
f$ 

"Automobile  of  the  Year,  1993, 
All  Star,  1994" 
-Automobile  Magazine 


*  See  limited  warranty  &  restrictions  at  dealer  Excludes  normal  maintenance  &  wear  items 


pids  does  it  take 


verything? 

't  match.  The  one  with  a  new  Customer  One  Care™  3 -year  or  36,000-mile  bumper- 
bumper  warranty  and  3/36  Roadside  Assistance*  The  one  that's  changed  a  lot  of 
ds  about  what  a  car  can  be.  For  more  information,  call  1-800-4-A-DODGE. 


"It's  an  American  car  that  can  "We  emerged  with  a  sense  that  this 

\old  its  own  in  any  company,  on  car  represents  an  important 

any  kind  of  road."  milestone,  not  only  for  Dodge, 

itomobile  Magazine,  January  "93     but  for  the  art  of  the  American  sedan 

in  general." 

"Best Bets,  1993, 1994"  -Popular  Mechanics,  April  '93 

-The  Car  Book  *® 

"In  many  ways,  Intrepid  exceeds 

"Ten  Best  Cars,  1993, 1994"  standards  set  by  the  best  imports 

n      .,nj  m  their  class. 

-Car  and  Driver  ... 

-Worth  Magazine, 

October/November  '92 
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Detroit  Diesel's  share  of  the  heavy-truck  market  has  soar| 
from  3%  to  25%  since  Penske  took  charge  in  1988 


year.  Detroit  Diesel's  share  of  the  heavy- 
truck  market  has  shot  from  3%  to  a  re- 
markable 25%  since  1988,  when  Penske 
bought  a  majority  stake  in  the  former 
division  of  General  Motors  Corp.  Earn- 
ings have  surged  for  a  third  straight 
year  (chart).  So  far  during  the  1994  Indy 
car  season,  which  wraps  up  on  Oct.  9 
with  the  Monterey  Grand  Prix,  Penske's 
three-car  team  has  clinched  11  victories 
in  16  races,  including  five  1-2-3  finish- 
es. Lead  driver  Al  Unser  Jr.  won  both 
the  Indy  500  and  the  overall  Indy  Car 
points  championship. 
CHECKERED  FLAGS.  For  Penske,  how- 
ever, success  carries  its  own  burdens. 
He  acknowledges  that  stress  is  a  persis- 
tent adversary.  Last  year,  after  falling  ill 
during  a  speech,  he  spent  a  couple  of 
days  in  the  hospital  undergoing  tests. 
His  doctors  gave  him  a  clean  bill  of 
health,  but  he'll  see  no  letup  in  the  pres- 
sure as  he  tries  to  keep  the  company's 
momentum  going.  For  all  of  Detroit 
Diesel's  newfound  strength,  its  results 
are  still  prey  to  the  highly  cyclical  mar- 
ket for  truck  engines — a  market  ana- 
lysts think  is  peaking.  And  higher  inter- 
est rates  pose  challenges  for  all  of 
Penske's  businesses. 

Consequently,  Penske  is  searching  for 
new  markets.  Through  a  series  of  new, 
multifaceted  partnerships  with  other 
companies — most  notably 
Daimler  Benz — he  has  found 
several  new  products  for  De- 
troit Diesel  to  sell.  He  has  also 
set  the  stage  for  overseas 
growth  and  has  given  his  rac- 
ing organization  an  important 
boost. 

To  see  how  these  relation- 
ships work,  you  first  have  to 
understand  the  symbiotic  na- 
ture of  Penske  Corp.  Auto  rac- 
ing is  most  definitely  an  affair 
of  the  heart  for  Penske,  but  he 
is  too  much  of  a  pragmatist  to 
annually  spend  the  $5  million 
plus  per  Indy  car  just  because 
he  loves  it.  Penske's  glowing 
results  on  the  Indy  ( 'ar  circuit 
(a  record  90  checkered  flags, 
including  10  at  the  Brickyard) 
cast  a  halo  over  the  entire  or- 
ganization— from  giving  Pens- 
ke car  dealerships  added  allure 
to  opening  doors  for  engine 
salespeople. 

Penske  invited  some  300 


40 


EARNINGS 
HORSEPOWER 


DETROIT  DIESEL'S 
NET  INCOME 

MILLIONS 


$1.7 

BILLION* 


$1 

BILLION 


truck-leasing  customers  to  his  track  in 
Nazareth,  Pa.,  for  the  Bosch  Spark  Plug 
Grand  Prix.  On  Saturday  afternoon  he 
trooped  over  to  a  hospitality  tent  with 
his  three  star  drivers:  Unser,  Emerson 
Fittipaldi,  and  Paul  Tracy.  The  foursome 
chatted  and  posed  with  a  line  of  people 
who  wanted  their  picture  taken  next  to 
a  Penske  race  car.  During  the  turn- 
around, that  sort  of 
schmoozing  helped  Penske 
win  back  customers  at  De- 
troit Diesel.  Fleet  owners 
disgruntled  with  gm  were 
all  ears  when  meeting  with 
an  Indy  Car  hero. 

Penske  designs  his  out- 
side business  partnerships 
to  nourish  as  many  parts 
of  the  company  as  possible. 
Robert  Bosch,  for  instance, 
not  only  sponsors  the  Naz- 
areth race  and  the  Indy 
team  but  is  a  50%  joint- 
venture  partner  with  Penske  in  Diesel 
Technology  Corp.,  which  makes  high- 
tech fuel-injection  systems. 

Then  there's  Daimler  Benz.  The  Ger- 
man industrial  giant  currently  owns  20% 
of  Detroit  Diesel  and  will  help  fund  race- 
engine  development  at  Penske's  part- 
owned  British  subsidiary,  Ilmor  Engi- 
neering Ltd.  A  Mercedes/Ilmor  engine 


PENSKE'S  $3.6  BILLION  EMPIRE 


DETROIT  DIESEL  Manufactures  diesel  truck 
engines.  Penske  owns  51%,  Daimler  Benz  owns  20% 
the  public  owns  the  rest. 

PENSKE  TRUCK  LEASING  Lessor  of  truck  fleets. 
GE  Capital  owns  50%. 


'90  '91 
A  DOLLARS 

DATA:  IP.  MORGAN  SECURITIES 


$120 
MILLION 


DIESEL  TECHNOLOGY  Makes  electronic  fuel-injec- 
tion systems  that  it  sells  to  Detroit  Diesel  and  other 


this  year  blew  away  the  field  in  thej 
500.  Mercedes-sponsored  engines 
power  Penske  cars  during  all  of  j 
season. 

More  important,  however,  is  | 
Mercedes  and  Detroit  Diesel 
teamed  up  to  enhance  a  MercedeJ 
gine  with  Detroit  Diesel  teehnolog 
be  called  the  Series  55  in  the  U. 

will  fill  a  key  nich( 
smaller  engines  no\ 
cant  in  Penske's  lin| 
And  it  will  do  so  foi 
million,  rather  thar 
$300  million  cost  of  di 
oping  an  engine  f| 
scratch.  Penske  is 
partnering  up  to  attad| 
marine  and  industrial ; 
kets.  He  recently  joj 
with  Germany's  mtu  f 
toren-und  Turbinen  U| 
Friedrichshafen  to  de 
op  engines  of  up  to 

horsepower. 

Penske  is  hoping  his  new  Euror. 
friends  can  help  him  double  Det 
Diesel's  foreign  business  to  20%  wil 
the  next  10  years.  But  will  extend 
overseas  stretch  the  boss  too  tt 
Penske  runs  the  parent  company 
just  a  few  other  executives.  Anc 
though  he  has  strong  managemer 
each  of  his  divisions,  hi 
closely  involved  in  the  opj 
tion  of  each  of  them.  His 
acquisition  of  Potamkin  Cd 
lac  in  New  York  City  sh{ 
what  happens  when  Per 
gets  distracted  by  too  m| 
projects  at  once.  While  he 
busy  turning  around  Det| 
Diesel,  the  dealership  lostf 
million  before  he  sold  oui 


'94 
EST. 


$750 
MILLION 


1992.  "I  might  have  overk 
_e^^^_^_^_^8_^j   ed  the  plate  a  bit  there,' 

CAR  DEALERSHIPS  Penske  owns  six  dealerships  in 
Southern  California  selling  Cadillac,  Saturn,  Toyota, 
Lexus,  and  Honda.  Longo  Toyota  is  the  largest  car 
dealership  in  the  world. 


$65 

MILLION 


AUTO  RACING  Includes  two  speedway  properties  in 
Michigan  and  Pennsylvania;  an  Indy  Car  team  and  a 
NASCAR  team;  Ilmor  Engineering,  a  British  race  en- 
gine builder;  and  Motor  Sports  International,  which 
sells  T-shirts,  hats,  and  other  merchandise. 

'Revenue  figures  are  full-year  estimates  for  1994 
DATA  PENSKE  CORP-,  BUSINESS  WEEK  ESTIMATES 


concedes. 

"SYSTEMATIC."  Penske  is 
most  compulsive  wher 
comes  to  order  and  prepai' ; 
tion.  "I  never  saw  as  systerr 
ic  and  thorough  a  person,"  s 
David  Atlas,  a  former  Pen;€ 
Corp.  lawyer.  At  this  yei'i 
Indy  500, for  instance,  the  n 
Mercedes  engine  posec 
tricky  problem.  Its  horsepif' 
er  was  so  great  that  it  thre 
ened  to  heat  up  the  Pens* 
cars'  tires  to  the  point  whce 
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PRODUCTIVITY 
TO  THE  POWER  OF  3 


world  leader  in  digital  technology  leads  the  way  again, 
e  new  multi-functional  RICOH  MV715  —  the  beginning 
new  machine  age.  You  will  marvel  at  the  MV715's 
'  plain  paper  fax  capabilities,  including  memory 
adable  to  a  massive  1,200  pages.  You  can  even  send 
3  of  book  pages  and  other  3-D 
mm    objects  by  simply  placing 
™y    them  on  the  exposure  glass 
—  ,  And  since  this  machine  is 
pKuv  also  a  digital  copier,  you're 


FAX.  COPIER.  LASER  PRINTER. 
X  ONE  MACHINE. 


H  Pn  (rl  1QCM  D,f 


THE  NAME  TO  KNOW 


ItlGil 

1-800-63-RICOH 


outputting  copies  so  close  in  quality  to  the  original,  you'l 
have  to  look  twice.  Plus  the  MV715  can  also  function  as  a 
PC-connectable  laser  printer  emulating  the  HP  LaserJet®  HIP 
with  PCL5. 

The  RICOH  MV715— three  functions  in  one  compact  unit. 

It's  where  office  equipment  is  heading. 
.  To  find  out  where  you  should  0„oalCopeiandFax 
be  heading,  just  call  1-800- 
63-RIC0H  for  the  Ricoh  dealer  @j§^ 
nearest  you.  USA***?**, 


WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLA1 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  nei 
all  the  leverage  you  can  get.  That's  why  AlG's  strength  and  stability  are  so  important.  We're  one  of  the  world 
strongest  insurance  and  financial  services  organizations,  with  over  $15  billion  in  shareholders'  equity  ar,  I 


billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  oj profitability  is  unsurpassed 
e  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAlG  Companies  have  the 
icity  to  serve  your  needs  through  all  kinds  oj  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 


IG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Croup.  Inc..  Dept.  A.  7(1  Pine  Street.  New  York.  NY  10270.  _T. 

75(n  AnnivpBary 


People 


Run  with  it. 


3M  is  the  brand  business  demands. 
Rated  number  one  in  reliability,  it's 
no  surprise  3M  diskettes  and 
quarter-inch  cartridges  are  pre- 
ferred over  other  brands.  Now  our 
new  go-anywhere  diskettes  give 
you  enhanced  performance  so  you 
can  take  your  work  anywhere. 
Another  reason  why  more  busi- 
nesses protect  important  informa- 
tion on  3M  brand  storage  products 
than  any  other  brand  in  the  world. 
You  should,  too.  Find  out  more. 
Call  1-800-888-1889,  ext.  1703. 

Reliability 

1M  diskettes  require  compatible  drives.  Preference  and 
reliability  ratings  based  on  independent  research  ©3M  IW4 


GLORY  DAYS:  Penske's  team — including  Indy  champ  Al  Unse 


has  beenm 


they  would  lose  their  grip  on  the  track 
and  wipe  out  any  advantage  the  engine 
could  provide.  So  each  of  Penske's  three 
teams  double-"cured"  eight  full  sets  of 
tires,  exactly  the  number  they'd  need 
for  the  race.  Curing  involves  running 
new  tires  for  a  couple  of  laps  until 
they're  good  and  hot,  then  taking  them 
off  the  car  to  sit  for  two  days  and  hard- 
en. Most  teams  can  hardly  find  time  to 
do  it  once. 

Such  a  hard-driving  environment  isn't 
for  everyone.  Salespeople  at  Penske's 
car  dealerships,  for  instance,  must  hew 
to  a  strict  dress  code:  no  sunglasses,  no 
beards,  business  attire  with  neckties 
pulled  tight.  New  hires  at  any  Penske 
business  who  chafe  under  such  rules 
usually  wash  out  quickly.  And  longtime 
Penske  employees  are  expected  to  keep 
pace  with  the  boss.  In  1971,  when  Pen- 
ske had  a  Lear  jet  delivered,  he  called 
his  top  lieutenant,  Walter  P.  Czarnecki, 
at  home  on  his  birthday  and  asked  him 
to  come  and  help  wax  it.  Says  David  At- 
las: "If  you  really  dropped  the  ball,  he 
would  look  at  you  with  those  steely  blue 
eyes,  and  if  you  had  half  a  brain  you 
knew  what  you  had  to  do." 
free  passes.  Penske's  greatest  knack 
as  a  manager,  however,  is  fostering  em- 
ployee loyalty.  Some  say  they're  inspired 
by  his  tirelessness.  But  his  respect  for 
workers'  personal  needs  and  desires  is 
what  seems  to  make  the  difference. 
Penske  treats  them  like  valued  players 
on  a  winning  team.  As  long  as  they  work 
hard,  he  takes  care  of  them. 

This  is  most  evident  at  Detroit  Diesel. 
When  Penske  first  took  over,  he  quick- 
ly determined  that  the  big  engine  mak- 
er's problem  was  not  a  lack  of  good  prod- 


ucts but  a  lack  of  motivation.  The  si 
force  had  been  rendered  slow  and 
by  gm's  bureaucracy,  and  the  blue-ccj 
force  was  demoralized.  Penske  lai 
many  salespeople  and  empowered  t 
who  remained  to  do  whatever  they  o 
to  encourage  customers  to  at  least 
Detroit  Diesel's  new  Series  60  eng 
He  even  persuaded  customers  of  I 
ske  Truck  Leasing  to  take  the  Serie 
in  some  of  their  leased  trucks  so 
could  compare  its  fuel  efficiency  v 
other  engines. 

To  rebuild  trust  with  factory  hai 
Penske  played  the  race-team  card 
inviting  all  employees  and  their  fa 
lies  to  Michigan  International  Spe 
way  every  other  year  for  a  free  da; 
the  track.  More  important  was  to  re 
gotiate  the  profit-sharing  agreemen 
give  line  workers  more  money.  He  I 
committed  to  meet  with  groups  of 
ployees  three  times  each  year  to  lay 
information  on  earnings,  productivj 
and  capital  investments.  And  he  g 
the  union  veto  power  over  outside  d 
tractors  and  suppliers.  "I  don't  ag 
with  them  all  the  time,  but  we're  no 
a  confrontation  mode,  we're  in  a  sfl 
tion  mode,"  Penske  says.  Agrees 
Brown,  chairman  of  United  Auto  Wo| 
ers  Local  163:  "Roger  has  develope 
lot  of  credibility  with  us." 

Penske  says  his  passion  for  dell 
stems  in  part  from  the  three  sumrnl 
he  spent  at  a  camp  run  by  Indiana's  Cl 
ver  Military  Academy.  He  was  a  S(| 
ous  kid,  and  that  experience  made  1 1 
more  so.  He  grew  up  in  Shaker  Heigl 
Ohio,  a  well-to-do  Cleveland  subuj 
the  oldest  son  of  Julius  Penske 
metallurgical  engineer,  and  his  w 


In  Tennessee,  getting  your  products  to  market  is  a  top  priority, 
leaving  you  time  for  other  pursuits. 


Highways:  Tennessee  has  $4  billion  of  new  roads  and  is  within  one  day's 
delivery  of  76  percent  of  the  major  United  States  markets. 


Schools:  Tennessee's  new  21st  Century  Schools  program  is  training  your 
future  workers  in  state-of-the-art  classrooms  that  demand  accountability. 


TennCare 

Of 

CENTURY  | 

Health  Care:  Tennessee's  new  TennCare  program  will  lower  your 
employee  health  insurance  bills  by  managing  the  medical  care  of  our 
poor  and  uninsured  citizens. 


Taxes:  Tennessee  has  no  personal  income  taxes,  no  state  property  taxes  and 
a  brand  new  tax  incentive  package  for  businesses  locating  in  the  state. 


Call  the  Tennessee  Department  of  Economic  and  Community  Development 
at  1-800-251-8594 /Fax  1-615-741-5829. 

320  6th  Avenue  North,  7th  Floor 
Nashville,  Tennessee  37243-0405 
c/o  Bob  Parsons 


It's  not  too  early  to  prepare  for 
the  1996  Olympic  Games 
when  you're  in  it  for  the  long  run. 


A  runner  prepares  for  an  Olympic  event.  Every 
step,  every  stride  is  analyzed  and  scrutinized. 

A  gymnast  practices  a  flip.  Each  leap,  each 
landing  is  studied  in  minute  detail. 

A  swimmer  slips  through  the  water  with  grace 
and  speed.  Every  stroke  and  breath  is  examined. 

At  the  U.S.  Olympic  Training  Center, 
Panasonic  provides  video  equipment  to  help 
improve  every  step,  breath  and  stroke  of  an 
athlete's  performance.  Matsushita  is  not  only 
helping  the  U.S.  Olympic  team,  but  we're  also 
helping  support  the  Olympic  movement  around 
the  world. 

And  the  world  will  witness  the  athletes'  efforts 
through  our  technology.  After  a  worldwide  com- 
petition, Matsushita's  Panasonic  digital  video 
system  has  been  selected  as  the  official  broadcast 
equipment  of  the  1996  Olympic  Games.  It  will 
capture  the  Olympic  Summer  Games  in  stunning 
detail  and  breathtaking  color. 

For  more  than  a  decade,  Matsushita 
has  been  dedicating  its  vast  resources 
to  the  Olympic  Games.  So,  while  it 
might  seem  like  it's  too  early  to  pre- 
pare for  the  1996  Olympic  Games, 
\tlantal996  't  s  not-  ^ot  wnen  y°ure  in  it  for  the 
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long  run. 


Matsushita  Electric 

Panasonic  Technics  quasar 


If  You  Had  Invested  $10,000  at  the  inception  of  our 
Legg  Mason  Value  Trust,  it  would  now  be  worth  $61,392. 


The  Legg  Mason 
Value  Trust® 


Value  of  original 
shares  purchased 
plus  shares  acquired 
through  reinvestment 
of  capital  gain 
distributions 


Value  of  shares 
acquired  through 
reinvestment  of 
income  dividends 


Average  Annual  Returns 


ONE  YEAR 

FIVE  YEAR 

TEN  YEAR 

LIFE  OF  FUND 

4.86% 

7.06% 

12.25% 

16.03% 

6/30/93-6/30/94 

6/30/89-6/30/94 

6/30/84-6/30/94 

4/16/82-6/30/94 

For  thousands  of  investors,  the  Legg  Mason  Value  Trust  fund  has 
provided  a  sensible  way  to  take  advantage  of  uncommon  values  in  com- 
mon stocks  over  the  last  ten  years.  If  you  had  invested  $10,000  on  April 
16,  1982,  and  reinvested  dividends  and  capital  gain  distributions, 
your  investment  would  have  grown  to  $61,392  as  of  June  30,  1994. 
There  are  no  front  end  or  back  end  sales  charges  to  purchase  shares  of  the 
Legg  Mason  Value  Trust.  If  you  would  like  to  know  more  about  the 
Value  Trust,  call  1-800-822-5544 
for  a  free  prospectus  containing  more  complete  information,  including 
management  fees,  distribution  fees,  and  other  expenses.  Please  read  it 
carefully  before  investing  or  sending  money. 

The  investment  return  and  principal  value  of  an  investment  in  the  fund  will 
fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or 
less  than  their  original  cost.  The  returns  shown  are  based  on  historical  results 
and  are  not  intended  to  indicate  future  performance.  Calculations  assume  rein- 
vestment of  dividends  and  capital  gain  distributions,  and  are  not  adjusted  lor 
income  taxes  payable  on  those  amounts  by  taxable  accounts. 


Funds 


LEGG  MASON  WOOD  WALKER,  INC. 

An  Investment  Tradition  Since  1899  •  Member  NYSE 


Member  SIPC 
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The  Time  Has  Gome... 

...to  send  for  the  latest  copy  of  the  free 
Consumer  Information  Catalog.  It  lists 
more  than  200  free  or  low-cost  govern- 
ment publications  on  topics  like  money, 
food,  jobs,  children,  cars,  health,  and 
federal  benefits.  Send  your  name  and 
address  to: 

Consumer  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 

A  public  service  of  the  U  S  General  Services  Administration. 


Martha.  Penske's  car-racing  careerl 
gan  while  he  was  studying  markej 
and  business  at  Pennsylvania's  LeJ 
University. 

Penske  bought  a  1957  Corvette 
he  worked  on  in  an  off-campus  gaij 
and  began  competing  in  local  hill  clirl 
After  graduating  in  1959,  he  took  a 
selling  aluminum  siding  for  Alcoa  jjf 
raced  on  the  weekends.  By  1962,  t  Si 
Sports  Illustrated  and  The  New  1  W 
Times  had  named  him  driver  of  the  y 
Two  years  later,  mechanic  Clint  Bra 
er  offered  Penske  a  ride  in  the  Indy 
But  work  commitments  interfered, 
when  he  later  bought  the  Chevy  des 
ship,  he  abruptly  ended  his  driving  ca 
because  his  bankers  demanded  exj  L I 
sive  insurance  if  he  persisted  in  rac 
NO  TIME.  Business  has  always  come : 
and  that  has  taken  a  toll  on  Pens' 
personal  life.  In  the  1980s,  when  Pen 
Corp.'s  headquarters  were  in  Parsip 
ny,  N.J.,  he  often  slept  at  the  Hil 
Hotel  across  the  street  rather  i. 


What's  next?  Penske 
flirting  with  the  idea 
a  Formula  1  team  foi 
the  European  circui 


drive  an  hour  home  to  Red  Bank,  N 
Finding  time  for  his  five  children  by  t 
marriages  has  never  been  easy.  Pensl 
hardworking  ways  helped  scuttle 
first  marriage  to  Lisa  Stouffer,  daugh 
of  Gordon  Stouffer,  who  founded  the 
tel  and  restaurant  chain.  His  secc 
wife,  Kathryn,  whom  he  met  in  1970r 
a  Vail  (Colo.)  ski  trip,  attends  many  I 
races.  But  her  husband's  frenetic  p 
leaves  little  time  for  cogetherne 

Penske  isn't  likely  to  lighten  up  so 
He  flirts  with  the  idea  of  launchin 
Formula  1  team  on  the  European 
cuit.  The  exposure,  after  all,  would  hi 
his  business  push  there.  Penske, 
won  the  Puerto  Rico  Grand  Prix  in  | 
driving  days,  was  less  successful  di 
ing  the  1970s  as  a  Formula  1  car  own 
In  two  years  of  painstaking  work, 
managed  only  one  victory,  and  drivjr 
Mark  Donahue— his  best  friend— dii 
in  a  crash  during  practice.  At  a  rectt 
dinner  with  Unser  and  Fittipaldi,  Per* 
ke  half-jokingly  asked  if  they  were  gai? 
for  another  Formula  1  bid.  Both  gav<i 
thumbs-up.  Perhaps  Penske  would 
better  off  asking  himself:  Does  he  rej 
ly  have  the  time? 

By  David  Woodruff  in  Nazareth,  I 
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"Quiet  please,  performance  in  progress? 


"A  multinational  client  of  ours  needed  local  currency  funding  in 
China,"  says  Shirley  Ho,  Corporate  Banking,  UBS.  "Often  the 
simplest  solution  is  the  best.  But  obtaining  Chinese  Renminbi  at 
short  notice  is  not  always  easy.  We  located  a  Chinese  company  in 
need  of  U.  S.  dollars  and  quickly  secured  local  funding  for  our  client 
so  they  could  continue  growing  their  business  in  China." 


Beyond  the  usual. 


YORK,  LONDON,  PARIS,  1-  RANK  HURT,  ZURICH,  GENEVA,  SINGAPORE,  HONG  KONG,  TOKYO. 
U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171. 
„fC..,    ;„    VT„  r .  U     A  —  „-:.-.,.    r  I-I  I  (~  A  n  r\       I-I       I  1  Q  *r       Ts,T       ir^c.     AMr^PIFQ       QAM     FB  AMTKm       XOROMTO  X/TONTHFAT 


Mobile  Pentium. 


Portable  Maximum. 


Dakota  tfie  optional  Desk  Station  fV  for  instant 
connection  tii  vi iin  monitor, 
/hK-mw  fer«h«nJ,  /irintcr,  and 
[   netuKirfc.  f /k  T4W0CT  with 
die  Desk  Station  IV  (s  all  t/ic 
.        computer  you  need. 


The  10.4"  color  active 
matrix  screen  displays 
65,536  (64 W 
simultaneous  colors  /or 
stunningly  realistic  mages  and  brilliant  graphics. 


J0.4S 


dia 


Take  all  your  files  with  you,  including  /idl- 
motion  uiaeo  and  multimedia  with  the  810 
nullum  Inks  (=772MBJ  hard  disk  drive. 


\1    -    W  A 


th&75MHz 
mobile  Pentium  provides  smooth  plavbacfe 
o//i(ll-morinnaiid|ull-screen  video. 


The  built-in  sound  system 
includes  a  microphone  and 
speaker,  plus  pons  for  an  external 
microphone  and  speakers  or  headphones 


Dual  PCMCIA  expansion  slots 
(Tyjie  II  and  Tyjte  HI)  run  srmuitan- 
eousry-/or  connection  to  your  LAN, 
fax/modem,  and  mure. 


INTRODUCING  THE  T4900CT  PENTIUM  NOTEBOOK. 

The  75MHz  mobile  Pentium'"  processor  from  Intel  is  designed  specifically  for  notebooks.  Engineered  to  perform  every  function 
you  need,  faster.  See  and  hear  this  Pentium-powered  touring  machine  today.  Call  1-800-457-7777  for  the  dealer  nearest  you. 


T4900CT  FEATURES: 

•  75MHz  Intel  Pentium!" 

3.3  vult  processor,  16KB  cache 

•  10.4"  dia.  color  SVGA  TFT-LCD 
active  matrix  display 

•  8MB  RAM  expandable  to  40MB 


•  VL  local-bus  video 

•  Audio  jacks:  headphone/speakers 
and  microphone 

•  Integrated  graphics  accelerator 

•  Accupoint  '"integrated  pointing  device 

•  NiMI  I  battery  tor  extended  life 


•  Pre-installed  software:  IX">S,        •  Toll-free  Technical 


Windows  tor  Workgroups? 
Windows  Sound  System,'" 
Run  Time  Video  for 
Windows,'"  Fn-evse™ 
software,  and  lndeo'Mvideo 


Support—  7  days  a  week, 
24  hours  a  day 


 ■'■'l- 


In  Touch  with  Tomorrow 

TOSHIBA 


©  1994  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  arc  trademarked  and/or  registered  by  their  respective  companies. 
The  Intel  Inside,  Pentium,  ;ind  lndeo  video  lo#>s  ,ire  trademarks  ot  Intel  Corporation 


>gal  Affairs 


DUCT  LIABILITY 


N  UGLY  BACKLASH 
VER  SPINAL  SURGERY 


gal  fight  is  brewing  over 
ocedure  that  fell  into  a 
ilatory  gray  area — and 
±  many  say  is  too  risky 

lly  G.  Swedeen  felt  lucky.  It  was  a 
lear  day  nine  years  ago  when, 
7-hile  driving  her  three  foster  kids 
,  another  car  slammed  into  her  on 
river's  side.  She  and  the  children 
id  away  from  the  accident.  It  was- 
til  the  next  morning  that  Swedeen 
;ed  something  terrible  had  hap- 
l:  She  couldn't  move, 
edeen's  back  had  been  severely 
*ed.  She  was  in  constant  pain  when 
)ctor  offered  the  former  secretary, 
30,  hope.  He  told  her  that  a  new 
-of-the-art  surgical  procedure 
[  at  stabilizing  her  spine  would  end 
•oubles. 

1988,  Swedeen  underwent  the  del- 
operation,  known  as  pedicle-screw 
hi,  which  involves  implanting  met- 
tes  and  screws  into  a  part  of  the 
to  immobilize  it  and  allow  it  to 
rhe  devices  have  helped  thousands 
ients  overcome  serious  back  prob- 
and resume  normal  lives.  But  after 
5ry,  Swedeen  is  in  many  ways 
i  off  than  she  was  before.  She  can- 
alk  without  a  cane.  Movements  as 
5  as  rolling  over  are  agonizing.  And 
3  longer  has  control  over  her  Mad- 
rid bowels. 

ING  FOR  CLIENTS.  Swedeen  knew 
lrgery  was  risky.  But  she  says  she 
;  know  that  implanting  plates  and 
rs  in  the  back  to  stabilize  the  spine 
ot  been  approved  by  the  Food  & 
Administration.  "I  was  only  told 
his  was  like  Star  Wars  technology," 
Swedeen,  who  in  January  founded 
Citizens  Against  Pedicle  Plates  & 
vs  Assn.  in  Carson,  Wash.  "It  was 
;s  job,  and  I  fell  for  it."  (Swedeen 
ot  sued  her  doctor.) 
edeen,  whose  organization  already 
early  2,500  members  and  chapters 
states,  wasn't  the  only  buyer.  The 
estimates  that  since  1985,  as  many 
0,000  people  may  have  undergone 


DISABLED:  Holly  Swedeen  (with  husband  Keefe)  says  she  fell  for  "a  sales  job' 


the  costly  surgical  procedure.  And  many 
of  them  say  they  were  never  warned 
about  the  risks  or  the  lack  of  regulato- 
ry approval. 

Now,  the  controversy  has  attracted 
the  interest  of  high-powered  plaintiffs' 
lawyers,  many  of  whom  believe  that 
problems  associated  with  pedicle  plates 
and  screws  are  seeds  for  the  next  major 
product-liability  battle.  Already,  at  least 
three  class  actions  have  been  filed 
against  manufacturers  in  addition  to 
dozens  of  other  cases  brought  individu- 
ally against  manufacturers,  doctors,  or 
hospitals.  And  plaintiffs'  lawyers  have 
run  ads  in  newspapers  nationwide  seek- 
ing potential  clients.  "This  is  something 
that  fell  through  the  cracks  of  the  sys- 
tem," says  John  P.  Coale,  a  plaintiffs' 
lawyer  in  Washington  who  represents 
about  2,000  patients.  "The  thing  about 
this  is  that  the  damages  per  case  are 
high  because  these  people  are  really 
screwed  up." 

One  of  the  plaintiffs'  main  allegations 
is  that  the  devices  are  inherently  defec- 


tive because  the  screws  can  break  or 
bend  inside  the  body.  That  can  render 
the  device  too  weak  to  stabilize  the 
spine,  they  charge.  Depending  on  the 
manufacturer,  the  screws  are  made  of 
stainless  steel  or  titanium.  In  addition, 
plaintiffs'  lawyers  allege  that  manufac- 
turers illegally  promoted  and  sold  these 
devices  without  evidence  that  they  were 
safe  and  effective  for  use  in  spinal  fu- 
sion. "These  devices  have  been  over- 
used and  misused  for  spinal  conditions 
for  which  there  has  never  been  any  sci- 
entifically valid  evidence  that  they 
worked  or  are  safe,"  says  Gary  A.  Ea- 
ton, a  lawyer  in  Tulsa  who  represents 
some  800  patients. 

HANDS  OFF.  The  defendants,  which  in- 
clude Cleveland-based  AcroMed  and 
Memphis-based  Sofamor/Danek  Group 
and  Smith  &  Nephew  Richards,  deny 
any  wrongdoing.  They  argue  that  every- 
thing they  have  done  has  not  only  com- 
plied with  the  law  but  also  has  helped 
people  who  otherwise  would  still  be 
plagued  by  pain.  The  problems  some 


Legal  Affairs 


ng,  saying  patients' 
ical  complications 


unfortunate  patients  experience,  they 
say,  stem  from  the  normal  complications 
that  arise  from  any  difficult  surgical 
procedure.  "The  fact  that  this  doesn't 
work  all  the  time  isn't  a  surprise  to  any- 
body," says  Mark  Herrmann,  AcroMed's 
lawyer.  "But  it  works  far  better  than 
any  other  alternative  available  to  these 
patients." 

On  the  face  of  it,  the  pedicle-screw 
controversy  seems  like  one  more  messy 
product-liability  battle.  Yet  this  fight  is 
different.  It  turns  on  a  difficult  and 
murky  issue:  how  to  ensure  public  safe- 
ty without  inhibiting  innovation. 

Pedicle-screw  manufacturers  and 
many  spinal  surgeons  who  favor  the  de- 
vice as  the  most  sophisticated  treatment 
for  certain  spinal  conditions  contend  that 
advances  in  medicine  come  from  the 
community  that  works  with  patients 
every  day — not  from  a  government 
agency.  That's  why  the  fda  allows  doc- 
tors to  decide  how  best  to  treat  their 
patients.  "The  fda  doesn't  try  to  regu- 
late the  practice  of  medicine,"  says  Dr. 
D.  Bruce  Burlington,  director  of  the 
agency's  Center  for  Devices  &  Radio- 
logical Health. 

In  this  case,  while  the  fda  did  not 
specifically  approve  the  screws  and 
plates  for  use  in  spinal  fusion,  it  found 
them  to  be  substantially  equivalent  to 
similar  medical  devices  approved  for 
use  in  the  leg  and  arm.  Once  on  the 
market  for  those  procedures,  surgeons 
could  legally  use  the  devices  in  other 
ways  they  believed  would  help  their 
patients,  including  in  the  spine.  But 
companies  are  barred  from  promoting 
the  devices  for  such  unapproved  uses 
until  the  fda  finds  that  clinical  data 
support  them  as  safe  and  effective. 
RECORD  OF  SUCCESS.  Applying  treat- 
ments in  so-called  off-label  ways  is  a 
common  medical  practice — and  a  legal 
one.  "We  don't  need  a  study  to  know 
what  we've  been  doing  is  successful," 
says  Dr.  Ronald  L.  DeWald,  a  surgeon  in 
Chicago  who  has  successfully  performed 
hundreds  of  pedicle-screw  operations. 
"Some  things  are  self-evident. 

DeWald's  point  is  buttressed  by  the 
findings  of  a  study  recently  conducted 
for  the  fda's  Orthopedic  Advisory  Pan- 
el. In  July,  a  scientific  committee  found 
that  for  spinal  fractures  and  a  condition 
known  as  degenerative  spondylolisthe- 
sis, pedicle-screw  fixation  was  superior 
to  other  treatments.  Based  on  the 


records  of  nearly  3,500  pa- 
tients, the  study  found  a  90% 
success  rate  for  certain  con- 
ditions. The  committee  rec- 
ommended that  the  fda  re- 
classify the  devices  so  that 
they  can  immediately  be  pro- 
moted for  spinal  fusion.  "This 
study  proved  unequivocally 
that  pedicle  screws  are  safe  and  effica- 
cious for  unstable  spine  conditions,"  says 
Dr.  Hansen  A.  Yuan,  chairman  of  the 
fda's  scientific  committee.  The  fda  is 
still  weighing  the  panel's  recommenda- 
tion as  well  as  critics'  claims  that  the 
study  is  flawed. 

Yet  with  the  new  supporting  data  in 
hand,  the  pedicle-screw  controversy — 
and  legal  morass — is  far  from  settled. 

HOW  PEDIGLE  SCREWS 
GOT  TO  MARKET 

December,  1985  AcroMed  files  appli- 
cation with  FDA  seeking  approval  to 
market  its  spinal  fusion  device.  Ap- 
plication denied. 

March,  1986  AcroMed  resubmits  its 
application  for  use  in  some  bones, 
but  not  the  spine.  This  time,  the  FDA 
grants  approval,  paving  the  way  for 
surgeons  on  their  own  to  use  the  de- 
vice as  they  see  fit. 


Cases  begin  going  to  trial 
against  manufacturers,  doctors,  and 
hospitals  with  both  plaintiff  and  de- 
fense verdicts. 

1990  AcroMed's  insurer  settles  22 
pedicle  plate  and  screw  cases  for 
$5  million. 

February,  1994  Class  action  filed  alleg- 
ing product  defects.  Defendants  deny 
any  wrongdoing.  Other  lawsuits  are 
filed. 

July,  1994  FDA  advisory  panel  finds 
pedicle  plates  and  screws  to  be  as 
safe  as  and,  in  some  cases,  more  ef- 
fective than  other  spinal  fusion  treat- 
ments. Panel  recommends  that  the 
FDA  reclassify  the  device  so  it  can  be 
marketed  for  use  in  spinal  fusion. 

August,  1994  Class  actions  are  consoli- 
dated into  one  federal  case  in  Phil- 
adelphia. 


That's  in  part  becausp 
what  sometimes  hap 
when  promising  new  dev! 
and  procedures  become  ]ki 
ular  with  the  medical  cl 
munity  too  quickly.  While] 
fda  permits  use  of  thes 
vices  by  physicians,  all 
often  unqualified  surg 
use  them  improperly.  As  pedicle-sc 
fixation  gained  in  popularity,  regula 
and  doctors  began  to  suspect  that 
precisely  what  was  happening.  "Th 
probably  a  fairly  significant  numbe 
cases  done  with  poor  [patient]  selec 
and  that's  what's  causing  the  bad 
suits,"  says  Yuan. 
NO  CURE-ALL.  In  hindsight,  the  fda 
mits  it  should  have  cracked  down  s 
er  on  the  promotional  practices  of 
manufacturers  and  should  have  dem; 
ed  quicker  completion  of  clinical  tri 
"The  public  would  have  been  bet 
served  if  the  medical  community, 
companies,  and  the  agency  had  ac 
responsibly  to  ensure  that  the  com 
nies  started  with  systematic  exami 
tion  of  the  devices,"  concedes  Burli 
ton.  "That  didn't  happen." 

Medical  device  manufacturers  say 
fda  has  stepped  up  enforcement  of  i 
gal  promotion  of  unapproved  tre 
ments.  But  plaintiffs'  lawyers  conte 
the  agency  still  isn't  doing  enough — p 
ticularly  in  the  pedicle-screw  case, 
though  the  fda  sent  numerous  warn 
letters  to  manufacturers  threatening 
tion  if  they  didn't  stop  the  practice, 
ponents  say  those  moves  have  be] 
meaningless,  fda's  Burlington  mainta 
that  the  agency  did  all  it  could.  "T. 
companies  have  a  responsibility  to  t 
patient  and  to  the  fda  to  have  syste 
atic  data  to  support  the  use,"  he  sa 
"They  were  acting  illegally  and 
moved  against  them." 

For  their  part,  the  companies  de 
the  charges  and  say  the  agency  was  f 
ly  aware  of  their  activities.  Still,  no  ol 
claims  that  pedicle  plates  and  screb. 
are  a  cure-all.  The  thousands  of  disabl 
patients  such  as  Swedeen  attest  to  thj 
What  is  less  clear  is  who — if  anyone 
to  blame.  As  new  medical  technoloj 
and  procedures  proliferate,  some  fs[ 
ures  are  inevitable.  The  question  is,  w 
should  decide  at  what  point  the  failur 
outweigh  the  benefits  of  success? 

By  Linda  Himelstein  in  New  Yoi 
with  John  Carey  in  Washington 
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LATIN  AMERICA 


WILL  ARGENTINA 
STAY  THE  COURSE? 

Social  unrest  and  election-year  politics  could  jeopardize  reform 


Ricardo  Matarese  spent  his  youth 
hoisting  cargo  in  the  steamy  port 
of  Buenos  Aires  and  saved  enough 
to  open  a  small  coal-exporting  business. 
But  when  hyperinflation  and  devalua- 
tions hit  in  1991,  he  lost  everything  ex- 
cept his  house  and  two  cars.  He's  back 
working  at  the  docks  now  and  moon- 
lighting as  a  taxi  driver.  "I've  come 
down  a  few  notches  in  the  world,"  says 
Matarese,  49,  shrugging  his  shoulders. 
But  now  that  inflation  is  under  control, 
he  can  buy  an  airline 
ticket  on  credit  and 
take  a  vacation.  "I'd 
never  give  up  this 
economic  stability," 
he  adds. 

Like  many  Argen- 
tines these  days,  Mat- 
arese is  still  savoring 
the  fact  that  prices 
don't  rise  daily.  But 
3'A  years  into  a  stabil- 
ization program  that 


ANGRY  ELDERS:  Retirees  protest  the 
skimpy  government  pensions  in  a 
demonstration  at  the  Pink  Hotise 


turned  Argentina  around,  he  also  shares 
with  others  a  nagging  feeling  that  this 
is  as  good  as  it's  going  to  get. 

Thus  begins  the  second,  more  diffi- 
cult stage  of  Argentina's  economic  rev- 
olution: persuading  an  uneasy  electo- 
rate to  keep  faith  in  the  long-term 
payoff  of  market  reforms.  It  comes  just 
as  campaigning  begins  for  the  May, 
1995,  presidential  elections.  President 
Carlos  S.  Menem,  the  charismatic  lead- 
er who  has  led  the  dismantling  of  the 


REFORM  WINS  SOME . . .        ...  AND  LOSES  SOME 


PRODUCTIVITY  is  up  42%  over  three 
and  a  half  years 


UNEMPLOYMENT  is  climbing  fast,  now 
stands  at  10.8% 


PRIVATIZATION  has  netted  $24.2 
billion  in  cash  and  retired  debt 


THE  TRADE  DEFICIT  is  rising,  totaling 
$6  billion  this  year 


INFLATION  has  been  slashed  from 
2,300%  a  year  to  just  4% 


PREELECTION  GOVERNMENT 

spending  has  erased  budget  surplus 


DATA  BUSINESS  WEEK 


statist  economy,  will  be  facing  disqi 
over  rising  unemployment  and  lagg 
growth  in  the  provinces.  "The  so 
costs  of  the  economic  transformat 
have  been  very  harsh,"  says  econon 
Miguel  Angel  Broda. 

Argentina's  economic  policy  has  b 
a  remarkable  success  (table).  Econc 
Minister  Domingo  F.  Cavallo  has 
vatized  dozens  of  state-run  compan 
from  telephones  to  the  national  oil  c< 
pany.  He  turned  a  5%  budget  def 
into  a  surplus.  Argentina's  manufact 
ing  base  was  restructured,  promptiri 
42%  jump  in  productivity.  The  econo 
has  grown  30%  in  just  three  years,  f; 
er  than  any  other  Latin  American 
tion.  And  inflation  remains  low,  at 
this  year. 
PESO  PRESSURES.  But  the  restruct 
ing  has  hurt,  too.  Unemployment 
doubled,  to  nearly  11%,  affecting  mc 
ly  the  middle  class.  Industrial  expo 
were  up  39%  in  the  first  four  months 
the  year,  but  imports  are  surging  e\ 
faster,  and  the  trade  deficit  is  expecl 
to  exceed  $5  billion  this  year.  That  \ 
put  pressure  on  the  peso,  consider 
sharply  overvalued  because  of  the  51 
inflation  since  the  peso  was  set  by  1 
at  parity  with  the  dollar  in  1991.  A 
public  spending  has  expanded  6< 
since  then,  threatening  to  erode  t 
budget  surplus. 

Argentina  is  still  better  off  th 
many  neighbors:  Per  capita  income 
$8,100  is  the  highest  in  Latin  Ame 
ca,  and  foreign-capital  inflows  total 
$35  billion  in  the  past  3%  years.  Its  w< 
educated  workforce  attracts  foreign 
vestors  who  want  a  manufacturing  b 
to  serve  the  200  million  consumers 
the  Mercosur  free-trade  zone,  inch 
ing  Argentina,  Brazil,  Uruguay,  a: 
Paraguay. 

General  Motors  Corp.,  which  fled  P 
gentina's  economic  chaos  in  1978,  h 
now  returned  to  open  a  new,  $100  m 
lion  factory  in  Cordoba  province  whi 
will  produce  25,0 
pickup  trucks  a  ye 
for  domestic  sale  ai 
duty-free  export 
Brazil.  Argentine  a 
tomobile  and  tru 
sales  have  jump 
fivefold,  from  abo 
90,000  vehicles  in  19: 
to    an  estimat 
450,000  this  year, 
director  Leo  Kuni 
says  he  won  flexib 
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To  join  the  program  call  1-800-367-6453.  For  reservations, 
call  your  travel  agent  or  1-800-228-9290. 
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WE  MAKE  IT  HAPPEN  FOR  YOU; 


[  Marriott  International,  Inc. 


Economics 


I 


workplace  rules  from  the  auto  workers 
union  that  would  have  been  unimagin- 
able a  few  years  ago.  "Mentalities  have 
changed  incredibly,"  Kunigk  says.  "Be- 
fore this  surge  of  modernization,  it 
would  have  been  much  more  difficult  to 
set  up  shop  here." 

Most  analysts  believe  that  Argenti- 
na's future  is  bright — if  officials  stick  to 
tight  fiscal  policies.  But  it  will  be  diffi- 
cult to  keep  spending  under  control  in 
an  election  year,  especially  in  the  23 
provinces,  where  bloated  public  pay- 
rolls contrast  sharply  with  the  federal 
government's  cost-cutting.  Still,  Caval- 
lo  vows  he  won't  bust  the  budget. 
"We've  carried  out  the  huge  task  of 
controlling  expenditures  and  reform- 
ing the  state  to  permanently  eliminate 
many  expenses,"  he  told  business 
week  (box). 

GROWING  CONCERN.  President  Menem, 
while  still  popular,  is  slipping  in  early 
opinion  polling.  A  big  thorn  in  his  side 
will  be  upstart  candidate  Carlos  "Cha- 
cho"  Alvarez,  a  dissident  Peronist  con- 
gressman. Alvarez  vows  to  investigate 
alleged  corruption  in  the  Menem  ad- 
ministration. And  he  blasts  Menem  for 
failing  to  offer  job  retraining  and  in- 
dustrial reconversion  loans.  But  Alva- 
rez doesn't  question  most  of  Menem's 
economic  policies. 

To  stave  off  challengers,  Menem  will 
have  to  address  growing  social  con- 
cerns. In  a  late  September  speech  in 
New  York,  Menem  vowed  to  make 
progress  "on  the  two  scourges — unem- 
ployment and  poverty."  He'll  need  some 
quick  results,  especially  in  the  prov- 
inces. Warns  Francisco  Macri,  presi- 
dent of  Sevel  Argentina,  one  of  the 
country's  top  industrial  groups:  "If 
there  is  much  delay  in  solving  the  prob- 
lems, we  could  see  some  unrest."  Dem- 
onstrations in  front  of  the  Casa  Rosada, 
the  presidential  palace,  are  frequent, 
including  retirees  protesting  their 
skimpy  government  pensions. 

Overall,  most  Argentines  believe  the 
country  is  finally  stable.  That  confi- 
dence is  reversing  a  decades-long  brain 
drain.  At  ypf,  the  privatized  oil  compa- 
ny, President  Jose  A.  Estenssoro  has 
lured  home  20  Argentines  who  fled 
overseas  during  the  1970s  and  1980s. 
"They  wouldn't  have  come  back  to  work 
at  the  old  YPF,"  says  Estenssoro,  "but 
now  we  can  offer  them  a  challenging 
future  at  a  well-run,  private  company." 
The  challenge  facing  Menem-  <r  the 
next  President — is  to  convince  all  Ar- 
gentines that  they  have  an  equally 
bright  future. 

By  Geri  S truth,  with  Paula  L.  Green, 
in  Buenos  Aires 


TODAY,  ARGENTINES 
ARE  MORE  REALISTIC 


Economy  Minister  Do- 
mingo Cavallo  is  the 
primary  architect  of 
Argentina's  economic 
turnaround.  He  spoke 
with  Mexico  City  Bu- 
reau Chief  Geri  Smith 
in  Buenos  Aires: 

Q:  How  much  longer- 
will  Argentina's  re- 
forms last? 
A:  They  are  going  to 
last  a  long,  long  time 
because  with  the  fiscal 
balance  and  the  peso/ 
dollar  convertibility 
plan  we  have  achieved 
stability.  Producers  are 
getting  used  to  operat- 
ing in  that  context, 
which  is  more  challeng- 
ing than  the  inflationary 
closed  economy  of  be- 
fore. Then,  errors  in 
business  were  covered 
up  by  the  economic  dis- 
order. Now,  errors  im- 
mediately jump  into 
view. 


"They  aren't  so 
easily  bought  by 
the  demagogic 
promises  of  the 
past,  and  that's 

progress." 
DOMINGO  CAVALLO 

Economy  Minister 


like 


Q:  What  about  the  downsides, 
10.8%  unemployment? 
A:  Unemployment  will  resolve  itself  if 
we  can  convince  Congress  to  approve 
new  labor  laws.  Our  current  laws  are 
inflexible,  very  European-style.  But 
[unions]  are  realizing  this  system  is 
discouraging  the  creation  of  new  jobs. 

QiCoto  Argentina  sustain  high  wages? 
A:  Our  workers'  salaries  are  higher 
than  in  Brazil,  Chile,  and  Mexico,  but 
we  can  sustain  that  because  we  can 
continue  improving  productivity.  Ar- 
gentina invested  in  its  people  years 
before  the  rest  of  Latin  America  did, 
especially  in  education.  That's  an  ad- 
vantage we  have  over  our  neighbors. 

Q:  In  Mexico,  the  poor  in  Chiapas  re- 
volted. Here  it's  the  middle  class  that 
feels  excluded. 

A:  Here  the  poorest  sectors  now  vote 
for  the  government;  it's  natural  be- 
cause they  were  the  most  hurt  by  in- 
flation. But  traditional  middle-class 
people  are  suffering  the  costs  of  eco- 


nomic adjustment- 
[former]  public  emplc 
ees  in  privatized  com| 
nies,  small  shop  owne 
farmers.  We  do  have 
problem  of  a  diminish 
ment  in  the  standard  | 
living  of  a  portion  of  1 
middle  classes. 

Q:  So  the  euphoria  of  V 
onomic  stability  has  I. 
worn  off? 

A:  The  Argentines  ara| 
demanding.  As  long  a  ji 
that  demand  comes 
along  with  a  willingn 
to  make  the  necessar 
sacrifices  and  efforts, 
that's  fine.  The  risk  is 
that  the  Argentine  ge 
carried  away  by  dem 
gogic  speeches.  If  peo 
pie  believe  that  the  g 
ernment  simply  has  t 
print  more  money,  for 
example,  it  would  be 
terrible.  But  today,  Ai 
gentines  are  more  re- 
alistic. They  aren't 
bought  so  easily  by  the  demagogic 
promises  of  the  past,  and  that's 
progress. 

Q:  What's  next  to  be  privatized? 
A:  The  things  remaining  [to  be  sold] 
are  important  for  increasing  Argent: 
na's  efficiency.  The  investments  that 
will  be  made  in  ports  and  airports  w 
have  a  spectacular  effect  on  trade 
also  for  tourism.  We're  also  going  to 
privatize  our  nuclear  power  plants.  1 

Q:  Can  Argentina  keep  sustaining  tl\ 
increase  in  its  exports? 
A:  Argentina  is  going  to  be  a  great 
food  exporter  once  again — not  just 
wheat  and  meat  but  more  processed  j 
foods  with  higher  value  added.  And 
we'll  emphasize  natural  products. 
We're  beginning  to  export  more 
wines,  now.  We'll  also  be  an  importarf 
exporter  of  energy.  In  manufacturing 
we're  already  exporting  auto  parts  t<l 
Brazil.  One  Argentine  company  is  exi 
porting  huge  container  cranes  to  Ma-I' 
laysia,  Korea,  and  China,  competing  I 
with  the  Japanese. 
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Sports  Business 


COMMENTARY 


By  Skip  Rozin 


STEROIDS  AND  SPORTS:  WHAT  PRICE  GLORY? 


peopl 


Stf 

Ml 


When  the  young,  green  Chinese 
women's  swim  team  splashed  to 
six  gold  medals  and  three  silvers 
in  the  first  eight  events  at  the  world 
championships  in  Rome  in  August,  rivals 
howled.  Steroids,  they  charged.  How 
else  could  anybody  get  so  good  so  fast? 

The  accusation  was  never  confirmed: 
None  of  the  Chinese  tested  positive  for 
drugs  in  Rome,  although  four  other 
Chinese  swimmers  had  failed  drug  tests 
earlier  this  year. 

Still,  the  outcry  cast  a  shadow  over 
the  competition  and  clouded  China's  vic- 
tories at  the  Asian  Games  in  October. 
The  incident  is  just  the  latest  in  a  string 
of  steroid-abuse  headlines  that  have 
rocked  the  sports  world:  Ben  Johnson 
stripped  of  his  1988  Olympic  gold  medal, 
pro  footballer  Lyle  Alzado's  revelations 
of  steroid  use  before  his  death  from  can- 
cer in  1991,  and  the  trial 
last  summer  of  World 
Wrestling  Federation  hon- 
cho  Vincent  McMahon. 
(McMahon  was  acquitted.) 
blind  eye.  In  the  Age  of 
Moneyball— the  1990s 
game  of  megacontracts 
and  multimillion-dollar  en- 
dorsements— sports  seems 
to  be  sending  the  wrong 

-:age  to  young  athletes 
striving  for  the  deals  that 
will  set  them  up  for  life: 
It's  0.  K.  to  pop  or  inject 
steroids  to  enhance  your 
performance. 


Why  does  sports  seem  to  be  casting      A  NATURAL? 
such  a  blind  eye  to  steroid  abuse?  In  a  Chinese 
word:  results.  swimmer 

"An  athlete  who  is  lackadaisical,  who    in  Rome 
eats  badly,  sleeps  badly,  misses  many 
days  at  the  gym,  works  out  without  too 
much  effort,  and  takes  steroids  can 
blow  away  an  athlete  who  works  out  to 
the  limit  of  his  ability,  sleeps  perfectly, 
has  a  perfect  diet,  and  in  every  other 
respect  goes  to  the  limit  of  his  body," 
says  Harrison  Pope,  associate  doctor  of 
psychiatry  at  Harvard  Medical  School. 

Another  reason  for  sports'  ambiva- 
lence is  that  steroids'  dangers  have 
been  debated  since  they  were  intro- 
duced to  international  athletics  in  the 
1950s.  While  certain  effects  were  antici- 
pated and  relatively  common — acne,  en- 
larged breasts,  and  high-pitched  voice 
in  men,  deepening  voice  and  prolifera- 


STEROIDS:  A  RESUME 


WHAT  THEY  ARE  Anabolic-androgenic  steroids  are  synthetic  forms  of 
testosterone,  a  male  hormone  that  occurs  naturally  in  the  body.  They  can 
be  taken  either  orally  or  by  intramuscular  injection. 

EFFECTS  Increase  lean  body  mass;  increase  strength;  increase  muscle 
definition;  decrease  recovery  time,  permitting  more  frequent  workouts; 
increase  aggressiveness;  increase  acceleration. 

DANGERS  Potential  reduction  of  HDL-cholesterol  and  elevation  of  LDL- 
cholesterol  blood  levels;  testicular  shrinkage;  reduced  testosterone  pro- 
duction; benign  and  malignant  liver  tumors;  bizarre,  possibly  violent,  per- 
sonality changes;  feminization  of  the  male  and  masculinization  of  the 
female;  alterations  in  tendons;  dependency  syndrome. 
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tion  of  facial  and 
hair  in  women — tlr 
ings  of  heart  atta  By. 
strokes,  liver  and 
damage  can  seem  isk 
treme.  "This  does 
pear  to  be  a  killei  a 
says  Dr.  Charles  iyeai 
Yesalis  of  Pennsy  se  st 
State  University,  pi 
quote  me  as  sayir  pi 
they're  good  for  j  k  b 
harmless,  but  I  ce  |m 
you  more  than  a  \  sons, 
of  steroid  deaths 
The  legal  use  o: 
roids  has  been  shifts 
reduced  mostly  tc  pi 
men  unable  to  pr(  WBlE 
testosterone  beca 
pituitary  gland  pi  il 
aging,  or  loss  of  t< 
function.  About  3<  rai  ■ 
prescriptions  wer  jiaps 
pensed  in  1993,  ac  p; 
to  Susan  Koch  of  IMS  Internatio  of: 
the  pharmaceutical  marketing  r  Sis 
arm  of  Dun  &  Bradstreet  Corp.  • 
total  retail  value  of  $1.7  million,  f  all 
LIGHT  SENTENCES.  The  U.  S.  ille  Ism 
market  stands  at  about  $500  mi 
year,  estimated  an  international  m 
ence  on  steroids  in  Prague  last  Irei 
ber.  The  supply  is  mostly  smugj  Is1 
from  Europe  and  Mexico,  and  t(  fee 
er  extent  from  South  America  a  a"  f 
Asia. 

Federal  officials  spend  thousaib 
hours  each  year  prosecuting  ster  fcf! 
es,  with  little  effect.  E  ven  victor  |  b, 
light  sentences.  A  German  natior  n 
victed  in  1992  of  smi  jysl 
enough  methandrost  pi 
to  produce  2.5  millioi  tve t 
roid  tablets,  got  a  ye  ispo 
a  day,  plus  a  $5,000  fi  tie  * 
"The  public  just  does  \" 
ceive  the  dangers  of  op 
oids,"  says  Sean  F.  O  si! 
the  U.  S.  prosecutor  i 
McMahon  case. 

And  there  is  more  eapj 
physical  cause  for  coi 
"A  significant  minori 
steroid  users  experie 
substantial  psychiatr 
changes  when  they  t;  j, 
drugs,"  according  to  jj 
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"Maybe  1  person  in  20  will  be 
tible  to  these  side  effects  and 
absolute  Jekyll-and-Hyde 
ion  when  taking  steroids.  In 
>eople  on  steroids  have  be- 
dal,  committed  murders." 
that  there  is  no  predicting 
)erience  this  "  Void  rage." 
•y,  the  dangers  of  steroids  are 
to  elite  athletes  willing  to 
k  to  become  a  star.  They  are 
nousands  of  regular  folks  ea- 
jve  their  appearance. 
rear  National  Institute  on 
i  study  just  wrapping  up 
300  steroid  users.  "We're 
nen,  students,  lawyers,  teach- 
from  all  economic  classes — 
n  taking  the  drugs  for  cos- 
ns,"  says  chief  investigator 
ein  of  the  University  of  Illi- 
of  Public  Health.  Pope  puts 
spent  by  average  users  of 
190  to  $1,600  a  year. 
tl.ES.  A  large  percentage  of 
lisciples  of  steroids  are  high 
:ollege  students.  A  1988 
^salis  revealed  that  6.64%  of 
adolescent  male  popula- 
,ps  as  many  as  500,000  kids — 
it  or  previous  users.  A  shock- 
'  those  began  at  15  or  younger. 
!s  can  be  particularly  cruel  to 
causing  premature  epiphysial 
i  halting  in  the  growth  of 
such  as  the  femur  or  the 

idemic,  and  nobody  knows 
:-eally  is  because  steroids  re- 
'  dirty  little  secret.  Dr.  Lyle 
ector  of  the  division  of  sports 

Boston's  Children's  Hospital, 
undtable  discussion  in  1992 
al  coach  proudly  proclaimed 
f  his  players  took  steroids, 
kids  was  there.  He  stood  up 
of  the  top  22  were  on  ste- 

Micheli. 

my  of  the  agencies  governing 
banned  the  use  of  steroids, 
jotty  and  detection  avoidable 
i  extra  effort.  In  the  pros, 
itional  Football  League  has  an 
ram  of  random  drug  tests, 
ikes  the  benefits  of  steroids," 
3.  "It  gives  world  records, 
i-life  humans  with  tremendous 
Dacities  that  sell  television 
1  fill  stadiums."  And  if  those 
imble,  there  are  plenty  more 
they  came  from. 

urnalist  Rozin's  latest  book  is 
of  the  Game. 


What  do  you  ert|oy  doing  on  Saturdays?  What 
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eludes  a  sip  of  Tennessee  Whiskey 


SATURDAYS  in  Jack  Daniel's  country  are  for 
old  friends,  familiar  places  and  good  conversation. 

Some  head  off  to  Mulberry  Creek  in  search  of 
smallmouth  bass.  Some  get  together  to  barbecue. 
And  a  few  always  seem  to  gather  at  Clark's 
Store.There  they'll  speak  profoundly  on  any 
number  of  subjects,  including  the 
oldtime  way  we  make  whiskey  here 
in  the  Tennessee  hills.  Talking  with 
friends  about  Jack  Daniel's  is  one  fine 
way  to  pass  an  autumn  Saturday. 
Sipping  it  with  friends,  we  believe, 
is  another. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  3611,  Tennessee  37352 
Placed  m  the  National  Register  <>f  Historic  Places  by  the  United  States  Government, 
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TELECOMMUNICATIONS 


I 


TELECOM  REFORM 

IS  BECOMING  A  LOCAL  CALL 

Washington  faltered,  but  big  regulatory  changes  are  occurring  at  the  state  level 


 r 

Nynex  Corp's.  monopoly  businesses-ir 
return  for  ending  rate  regulations  mr 
limit  the  carrier's  profits.  Then,  onpt. 
3,  No.  2  long-distance  carrier  MCI  Cfr. 
munications  Corp.  filed  for  permislor 
to  inaugurate  local  service  in  Illioi 
and  four  other  states. 

Capitol  Hill  gridlock  has  had  l&k- 
effect  on  telecom  dealmaking  as  wel  Ir 
September,  AT&T  won  federal  appr/t 
to  purchase  McCaw  Cellular  Comti 
nications  Inc.,  making  it  the  top  pliser 
in  cellular,  with  a  potential  entree  itt 
local  service.  This  summer,  U  S  %i 
and  AirTouch  Communications,  Pale 
Telesis'  wireless  spin-off,  annouic 


Is  Congress  irrelevant?  You  could 
reach  that  conclusion  if  you  consider 
the  telecommunications  industry. 
With  enormous  fanfare,  the  Clinton  Ad- 
ministration last  January  called  for 
sweeping  reform  of  federal  telecom- 
munications laws,  replacing  New  Deal 
legislation  with  guidelines  for  the  21st 
century.  The  central  theme  was  dereg- 
ulation— let  cable-television  and  phone 
companies  compete  with  one  another 
to  quickly  bring  forth  an  Information 
Superhighway.  The  legislation  passed 
the  House  easily  in  June,  then  died 
with  a  whimper  on  Sept.  23.  Senator 
Ernest  F.  Hollings  (D-S.C.)  pulled  the 


plug  on  the  Senate  version  after  Sena- 
tor Bob  Dole  (R-Kan.)  came  in  with  a 
list  of  "nonnegotiable"  demands  from 
the  regional  Bell  operating  companies 

(RBOCS). 

But  telecommunications  reform  lives 
on.  State  public  utility  commissions 
continue  to  change  the  regulatory  land- 
scape at  a  furious  pace.  And  phone  com- 
panies are  busy  overhauling  their  $168 
billion  industry  in  preparation  for  a 
deregulated,  multimedia  future.  Just 
four  days  after  Hollings  pulled  the  Sen- 
ate bill,  the  New  York  State  Public  Ser- 
vice Commission  announced  an  agree- 
ment to  accelerate  competition  in  all  of 


WINNING  THE  DEREGULATION  BATTLE,  STATE  BY  STATE 
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Three  of  its  states 
have  replaced  profit 
caps  with  rate 
regulation,  which 
gives  Bells  more 
flexibility.  Ameritech  is 
seeking  entry  into  long  distance 
in  return  for  competition  in  local 
service  throughout 
its  region. 


j:UIHcMiU!l 

Seven  states  have  flexible 
pricing  plans;  North  and  South 
Carolina  still  use  profit  caps. 
An  Alabama  federal  court 
just  approved 
BellSouth's 
entry  into 
cable  TV. 


First  of  the  Bells  to  win  federal 
court  approval  to  provide 
cable  TV  in  its  own  markets. 
All  of  its  states  have  replaced 
profit  caps  with  flexible  pric- 
ing. Maryland  granted  a  license 
to  MFS  Communications  to 
compete  on  an  equal  basis  in 
local  service. 


New  York  has  proposed  a  plan  to 
give  Nynex  freedom  in  setting 
rates,  in  return  for  wide-open 
competition  in  intrastate 
long  distance.  The  plan 
will  allow  com- 
petitors to  offer 
direct  dialing, 
the  first  state 
to  do  so. 
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California  is  poised  to 
open  up  competition 
in  the  intrastate  long- 
distance market  and 
give  Pactel  rate  relief. 


SOUTHWESTERN  BELL 


Three  states  have  liberal  pricing 

regulations;  the  otheij 
>   three  use  profit  caps. 
H  Texas  is  contemplat- 
ing legislation  that 
will  open  its  telecom 
market  completely  tc| 
competition. 


Six  states  still 
use  profit  caps. 
A  Seattle  federal 
court  this  summer 
granted  U  S  West 
the  right  to  offer 
cable  TV  in  Washington. 
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The  only  thing  more  diverse  than  the  products  me  make  are  the  people  mho  make  them. 
TOith  over  330,000  employees  worldwide  -  including  16,000  in  ^orlh  America  -  our  breadth 
of  thinking  is  exceeded  only  by  our  determination  to  create  technology  thai  benefits  all  of  us. 
because  at  Hitachi,  while  me  don  t  always  share  a  common  language,  we  do  share  a  common 
goal:  a  better  world  for  future  generations.  c5o  everything  we  do  today  is  with  tomorrow  in  sight. 


©  1994  Hitachi,  Ltd  Tokyo,  Japan  All  Rights  Reserved 
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plans  to  merge  cellular  operations,  as 
did  Bell  Atlantic  and  Nynex. 

Nor  are  the  states  waiting  for  a  cue 
from  Congress.  Indeed,  many  have  al- 
ready adopted  changes  proposed  in  the 
moribund  federal  legislation.  About  half 
the  states  have  abandoned  the  age-old 
system  of  capping  profits  at  a  prede- 
termined level.  Instead  they  regulate 
prices — as  the  federal  bill  would  have — 
and  allow  phone  companies  to  earn 
whatever  they  can.  This  provides  an 
incentive  to  upgrade  technology  and 
improve  efficiency.  All  but  seven  states 
now  allow  competition  for  intrastate 
toll  calls,  although  callers  who  choose  a 
non-Bell  carrier  must  dial  a  five-digit 
access  code  first.  And  nine  states  allow 
some  sort  of  local  competition,  up  from 
four  at  the  beginning  of  this  year. 
OPEN  THAT  WINDOW.  Lots  more  dereg- 
ulation is  in  the  works.  Florida  and 
Texas  are  both  considering  throwing 
their  markets  wide  open  to  competi- 
tion. A  federal  court  in  Alabama  has 
ruled  that  BellSouth  Corp.  can  provide 
cable-TV  service  throughout  its  nine- 
state  region.  U  S  West  Inc.  and  Bell 
Atlantic  Corp.  won  similar  court  rul- 
ings earlier  this  year.  California  law- 
makers will  open  intrastate  toll  calls 
to  competition  on  Jan.  1,  1995.  "It's  like- 
ly that  the  states  see  a  window  of  op- 
portunity to  move  ahead  with  their  vi- 
sion, now  that  there  is  delay  at  the 
federal  level,"  says  Lehman  Brothers 
Inc.  analyst  Kenneth  M.  Leon. 

Not  all  states  are  moving  in  the  same 
direction,  of  course.  "The  larger  states 
that  have  to  compete  on  a  global  basis 
for  business  are  moving  ahead  quite 
expeditiously  on  opening  their  mar- 
kets," says  Royce  J.  Holland,  president 
of  MFS  Communications  Co.,  an  alter- 
native local  carrier.  "It's  the  rural 
states  that  are  lagging." 

The  problem  with  such  a  state-by- 
state  approach  is  that  it  could  create  a 
regulatory  crazy  quilt.  "How  can  you 
have  a  country  in  which  New 
York  State  is  in  favor  of  compe- 
tition and  Pennsylvania  isn't? 
What  kind  of  a  deal  is  that?"  com- 
plains Federal  Communications 
Commission  Chairman  Reed 
Hundt.  "It's  the  Balkanization  of 
our  economy."  Congressman  Ed- 
ward J.  Markey  (D-Mass.),  chair- 
man of  the  House  subcommittee 
on  telecommunications  policy, 
says  that  a  historic  opportunity 
to  establish  a  national  policy  has 
been  lost,  "and  the  only  people 
cheering  live  in  Osaka,  Berlin, 
and  Seoul."  And,  Markey  asks: 
"What  kind  of  nation  depends 


policy?  " 

REPRESENTATIVE  EDWARD  MARKEY 

Democrat  of  Massachusetts 

on  its  court  system  to  set  policy?" 

Only  the  U.  S. — because  it's  the  only 
nation  that  has  so  thoroughly  divided 
its  local,  regional,  and  long-distance 
markets.  In  so  doing,  it  has  given  the 
states  enormous  power — approximate- 
ly 80%  of  the  phone  revenues  generat- 
ed in  the  U.  S.  are  regulated  by  the 
states.  Other  nations,  however,  are 
moving  toward  a  consistent  national  or 
even  continental  policy — the  European 
Union  has  mandated  full  voice  compe- 
tition for  its  member  nations  by  1998. 

Unless  or  until  a  blanket  federal  law 
emerges,  deregulation  in  the  U.  S.  will 
proceed  at  whatever  rate  the  states 
deem  appropriate.  New  York  is  by  far 
the  must  liberal.  The  state  permits  lo- 


SECOND  TRY:  Hollings  and,Dole  pledge  bills  in  '9.5 


cal  competition  in  several  cities  li- 
censing non-Bell  telephone  compaies 
such  as  mfs  as  equal  carriers  thatjan 
connect  companies  directly  to  long-i; 
tance  carriers.  Earlier  this  year,  few 
York  reached  a  groundbreaking  agae- 
ment  with  Rochester  Telephone  Crp 
The  non-Bell  company  has  agreeito 
allow  mfs,  Time  Warner  Commurja 
tions,  and  other  competitors  equal*, 
cess  to  its  local  exchange  networahi 
return  for  rate  relief. 

The  agreement  set  the  stagem 
the  far-reaching  Nynex  deal,  with 
will  make  New  York  the  first  stattto 
permit  consumers  to  dial  intrasAe 
calls  directly  with  an  alternatie 
provider,  eliminating  the  five-digitfe- 
cess  codes.  Nynex  is  in  the  proceslf 
working  out  a  similar  agreement  vp 
Massachusetts. 

Maryland,  Washington,  Michign 
Wisconsin,  and  Illinois  are  also  mo\ig 
closer  to  open  competition,  licensig 
competitive  local  carriers  and  confl- 
ering  dial- 1  service  for  in-state  il 
calls.  Illinois  is  getting  a  push  fiir. 
Ameritech  Corp.,  which  filed  a  props 
al  with  the  fcc  in  March,  1993,  ask^g 
permission  to  provide  long-distance  ;jr- 
vice  in  all  its  markets  in  return  for  jy- 
ing  competitors  access  to  its  local  re- 
work. This  proposal  has  givto 
long-distance  carriers  fits.  Amerit* 
says  it  would  charge  its  long-distafi 
unit  the  same  access  charges  other  <M 
riers  pay — typically  accounting  for  4& 
of  their  costs.  But  mci,  at&t,  and  Sp» 
dispute  that. 

LONG  DELAY.  But  it  isn't  very  likely  t 
the  Ameritech  plan  will  win  approval 
least  not  as  long  as  Federal  Jucl 
Harold  H.  Greene  presides  over  the 
tion's  phone  system.  Greene,  who 
overseen  the  Bells  since  the  1984  Al 
breakup,  wants  to  keep  the  rbocs  ou 
long  distance  as  long  as  they  have  a 
nopoly  in  local  calling.  Four  of  the  Bt' 
filed  a  motion  on  July  6  asking  Jug 
Greene  to  end  his  overseer's  rc| 
but  the  jurist  has  already  s;| 
that  he  won't  even  consider  t| 
filing  until  next  October. 

Meanwhile,  Congress  is  certij 
to  try  again  with  a  new  bill.  Be 
Hollings  and  Dole  have  promis 
to  reintroduce  telecom  legislatii 
next  year.  By  then,  the  RBol 
may  very  well  want  a  federal  if 
lution,  especially  if  other  stall 
start  following  New  York's  el 
ample.  At  least  then  they  wot" 
not  have  to  keep  up  50  lobbyi 
efforts. 

By  Catherine  Artist  in  Ni 
York,  with  bureau  reports 
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Smart  Solutions 

NUMBER    19-PARCEL  POST 


erson  has  mail  order 
business. 


Is  shocked  by  high 
shipping  costs. 


Goes  to  Post  Office 
instead. 


PARCEL 

POST 


Finds  out  Parcel  Post  is  a  very 
smart  solution. 


 S 


Doesn't  cost 
much* 


\ 


X 

1  / 

NIP- 

'S  - 

Gives  big  discounts  for 
bulk  mailing. 


Even  picks  up  for 
a  minimal  fee. 


Person  is  delighted. 
Thanks  Post  Office  profusely. 


Now  he  can  sell  fruit 
without  getting  squeezed. 


sLS  For  more  information  on  Parcel  Post  and  other  Smart  Solutions, 
call  1-800-THE-USPS,  ext.  1129. 

"Some  restrictions  apply  Check  your  Post  Office  for  details 
'  USPS  ...       _  Vdjy6  SC09 

 We  DeliverAFor  You.  

UNITED  STATES 
POSTAL  SERVICE ™ 
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WINDOWS  OF  OPPORTUNITY 
FOR  BIG  BLUE? 

Its  new  OS  2  debuts  this  month.  Windows  95  won't  arrive  till  '95 


w 


hats  the  hottest  software  coming 
down  the  pike  for  personal  com- 
puters? Most  folks  would  probably 
say  Micros  of.  fort  .'s  Windows  rewrite, 
which  has  Crer.  in  development  for  four 
years  under  the  code  name  Chicago. 
That  program,  will  take  advantage  o:  the 
full  power  of  32-bit  chips,  look  prettier 
than  ::  day's  Wind: '.vs.  all : w  more  than 
one  application  pr: grant  to  run  sintulta- 
r.eously.  and.  in  general,  make  life  easi- 
er for  PC  owners.  But  there's  a  catch: 
The  package.  r.o~i  dubbed  Windows  95. 
probably  won't  be  out  until  next  April  at 
the  earliest. 

That  means  :3M — at  least  tor  the  next 
six  months — could  have  the  hottest  op- 
erating system  n  the  market.  It's  r.:r.r 
other  than  OS  2.  the  ■  :  operating  sys- 
tem ibm  has  been  selling — with  little 
success — against  Windows  since  1990. 
A  new  version,  nicknamed  Warp,  will 
debut  on  Oct.  11,  boasting  features  com- 
parable to  those  of  Windows  95.  includ- 
ing the  ability  to  run  Windows  applica- 
tions. And  it  has  a  few  improvements 
over  the  Microsoft  package,  such  as  be- 
ing able  to  run  on  machines  with  as  lit- 
tle as  4  megabytes  of  main  memory, 
something  the  current  test  versions  of 
Windows  95  can't  do  well.  In  addition,  a 
sinttle  mo  use  click  will  install  Warp  and 
automatically  identify  a  ?  :'s  setup.  Ana 
a  new  user  interface  makes  it  easier  to 
manage  lies  and  applications. 

RAVE  REVIEWS.  IS  - 

on  the  Ir.tr met  maze.  The  new  OS  2  will 
include  software  that  simplifies  the 
process  of  connecting  to  and  navigating 
the  Net.  :=M  will  provide  access  through 
its  Advantis  network  and  is  likelv  to 


%      ,  ^  .„ 
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INTERNET  ACCESS: 

na  vigating  the  Xei  will  be  easier 

charge  in  the  range  of  S10  per  month  for 
10  hours  of  connection  time,  says  Wally 
Casey.  director  of  marketing  for  IBM's 
Personal  Software  Products  Div.  in 
Austin.  Tex.  The  new  OS.  2  will  be  priced 
under  §100.  with  deep  discounts  for  OS  2 
customers  who  upgrade  and  for  converts 
from  Windows.  IBM  officials  also  hint  that 
at  least  a  few  PC  makers,  including  the 
IBM  PC  Co..  will  bundle  the  new  OS  2. 

OS  2  Warp  is  garnering  rave  reviews 
by  testers.  "Everything  we've  seen,  we 
like."  says  David  L.  Cole,  manager  of 
information  systems  at  Mobile  Natural 
Gas  Inc..  which  plans  to  roll  out  the  new 
OS  2  to  its  users  early  next  year.  "OS  2 
is  now  where  Chicago  wants  to  be  in 
two  years."  says  Cole. 

But  big  corporate  clients,  always  the 
best  market 
target  this 
ir.g  the  new  OS  2  for  consumers — a  mar- 
ket that's  near  and  dear  to  ibm  ceo  and 
former  ?."?.  Nabisco  chief.  Louis  V. 
Gerstner  Jr.  "Lou  brings  a  sensitivity 
to  that  kind  of  marketing."  savs  Casev. 


- **  for  OS  2.  aren't  the  main 
te.  Big  Blue  is  position- 


In  This  Corner... 


H :  me  .• 
15%  of  the  5 
to  date,  acki 
OS  2  Warp 


yers  account  for  only  lW 
5  million  copies  of  OS/2H 
tnowledges  Casev.  But  mm 


OS  2 


MICROSOFT 


:..  a: 


jsoft's  I  Delayed  until 
lows     i  Customers  m; 
\  to  the  first  ret 


e  consumer-frieB| 

name  under  which  the  product  is  lK 
t :  be  released — "we  think  that  wlllu 
maticaily  increase."  he  says. 

For  that  to  happen,  the  new 
must  attract  more  appl 
titan  earlier  release-  o 
is  location,  location,  locatic 
era  ting  systems  are  appliea 
cations,  applications."  says , 
Yarmis.  an  analyst  with  eons 
ner  Group  Inc. 

mat's  an  eh: mo: us  "of. 
sold  more  than  50  million  copies 
dows.  and  SO^  to  90^  of  PCs  I 
factory  with  Windows  installed, 
it  the  No.  1  target  for  appliea 
velopers.  And  ibm  has  a  poten 
block:  OS  2  may  not  be  able  t< 
new  crop  of  Windows  95  app 
power  OUTAGE?  :bm  has  more  r 
OS  2  than  ever.  Warp  is  the  first 
a  new  desktop  software  plan  that 
tually  will  involve  object-ori 
ware,  a  technique  for  buudin 
from  prefabricated  blocks  tha 
will  give  it  a  market  edge.  T 
ate  plan  r-alk  for  moving  OS 
ferent  kinds  of  hardware,  including 
chines  based  on  the  IBM-Moto 
PowerPC  chip.  This  will  be  done 
something  called  the  Workplace 
kernel,"  a  layer  of  software  on  to 
which  various  operating-system 
sonalities"  can  be  added. 

But  the  first  microkernel  p 
OS  2  for  the  PowerPC,  has  hit 
Test  copies  have  not  been  rel 
developers  and  may  not  be 
yearend.  That's  one  reason  IBM  has 
off  introducing  its  own  PowerPC 
terns  for  the  PC  market. 

Not  just  software  is  at  stake.  The 
bination  of  OS.2  and  PowerPC 
is  iev's  strategy  for  winning  back 
ership  in  the  all-important  deskt 
puting  market.  An  OS  2  flop  would 
those  hopes,  says  J  ohn  0.  Dunkle. 
idem  of  Workgroup  Techr. :l:gles 
Hampton  N.  H.  consulting  firm, 
the  leskt  there's 
ing  back."  Dunkle  adds. 

That's  why  Gerstner 
0.  K,'d  plans  to  spend  tens  of 
lions  of  d: liars  on  a  pro 
cam  tat  gn  in  the  fourth  j 
part  of  a  staggering  -5500 
that  ibm  will  shell  out  on 
marketing  and  sales  effo 
worldwide  this  year.  It  will  t 
at  least  that  much  to  push  OS 
sales  to  warp  speed. 
B  j  Amu  Cortese  in  Austin,  j 
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Get  a  gift. 


Cordless  phone  with 
"corded"  clarity 

$79-99  #43-1005rr 


Organizer/ calc  with 
clock  and  scheduler 

$39.99  *65-830rr 


Handheld  LCD 
draw  poker  game 

$19.99  »60-2417rr 


-  j  „,„  coo 
*  •  o°0° 

OOCDO0OOOOO0 
j G0000000303 
GOOOOO30QBO 

Get  a  card. 


Get  it  wrapped. 


Get  it  shipped, 


Get  the  5:28! 


Sale  prices  guaranteed  through  12/24/94 

FedEx  trademarks  used  by  permission 


Need  to  send  a  gift  in  a  hurry?  Radio  Shack  Gift  Express 
will  wrap,  pack,  enclose  a  card,  and  ship  your  purchase 

anywhere  in  the  U.S.  via  FedEx®  delivery  service — 
all  for  a  nominal  charge.  For  gift  orders  or  the  location 
of  the  store  nearest  you,  call 

l-800-THE-SHACKSM 

Radio  Jhaek 

Gift  f|Express- 

You've  got  questions.  We've  got  answers. SM 


Digital-tuning 
pocket  color  TV 

$139-99  #16-I64rr 


Radio-controlled 
Off  Road  Tiger  4x4 
Sale  $49-99 

#60-  tlBrr  reg  $59.99 


Optimus*  portable 
compact  disc  player 
Sale  $99-99 

#42-5042rr,  reg.  $119.99 


For  product  warranty  information,  wntf 
Customer  Relations,  1400  One  Tandy 
Center,  Fort  Worth,  Texas  76102 
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AND  NOW,  FOR  THE  ARMCHAIR 
JET  DESIGNER... 

Parametric's  new  CAD  program:  No  workstation  required 

Can  a  company  become 
too  successful?  That's 
what  investors  are  ask- 
ing about  Parametric  Tech- 
nology Corp.,  a  Waltham 
(Mass.)  manufacturer  of  soft- 
ware for  computer-aided  de- 
sign. Sure,  its  Pro/Engineer 
mechanical-design  package, 
used  on  Unix  workstations  to 
create  everything  from  jet- 
engine  parts  to  pacemakers, 
is  No.  1,  outselling  programs 
from  competitors  such  as  ibm 
and  Computervision  Corp. 
And  true,  since  1988,  the 
company  has  posted  better 
than  50%  annual  growth, 
sending  its  stock  from  a  split- 
adjusted  $2  in  1989  to  $44  a 
year  ago. 

Since  then,  however,  Wall 
Street  began  to  wonder  if 
Parametric  could  keep  up  its 
winning  streak,  and  the  stock  ~ 
fell  to  the  low  30s.  Why?  Although  it's  a 
big  fish — sales  are  on  track  to  reach  $250 
million  for  the  just-ended  fiscal  year — 
Parametric  is  swimming  in  a  small  pond. 
The  market  for  mechanical-CAD  pro- 
grams for  workstations  is  just  $1.2  bil- 
lion, and  annual  growth  has  slowed  to 
6%.  Frets  one  cautiously  bullish  ana- 
lyst: "The  question  is,  how  big  can  this 
company  get?" 

POTENT  COMBINATION.  A  lot  bigger,  if 
you  ask  Steven  C.  Walske,  Parametric's 
42-year-old  chief  executive.  Walske,  a 
onetime  venture  capitalist,  has  his  sights 
on  a  new  market:  mechanical-design  pro- 
grams for  the  vast  personal-computer 
market.  The  market  has  been  dominat- 
ed by  Autodesk  Inc.,  a  $419  million  com- 
pany whose  main  business  has  been  sell- 
ing its  AutoCad  package  to  architects. 
Walske  first  assayed  the  PC  market  in 
1991  when  he  tried  unsuccessfully  to 
buy  Autodesk. 

Now,  the  PC  market  makes  even 
more  sense  for  Parametric.  With  pow- 
erful chips  such  as  Intel  Corp.'s  Pen- 
tium, even  inexpensive  PCs  can  perform 
tasks  that  used  to  require  an  engi- 
neering workstation.  Another  advance: 


WALSKE: 


ftiisi 


i  into  PCs  u 


><jgnt 


AND  THE 
WINNER  IS 


Microsoft  Corp.'s  Windows  NT  operat- 
ing system  handles  three-dimensional 
graphics.  That  combination,  says  Pe- 
ter J.  Smith,  ceo  of  design-software 
developer  Swanson  Analysis  Systems 
Inc.,  has  accelerated  the  use  of  PCs 
among  design  engineers.  But,  he  adds: 
"It's  just  the  tip  of  the  iceberg." 

Parametric  is  ready  to 
pounce.  "We've  been  study- 
ing and  working  on  this  for 
two  years,"  says  Walske. 
Since  1993,  Parametric  has 
sold  a  version  of  Pro/Engi- 
neer for  Windows  NT,  which 
runs  on  engineering  work- 
stations such  as  Digital 
Equipment  Corp.'s  Alpha 
axp  machines.  NT  already 
makes  up  15%  of  sales,  but 
the  real  push  into  the  PC 
market  will  commence  this 
fall.  That's  when  Paramet- 
ric plans  to  begin  briefing 
customers  on  a  stripped- 
down  version  of  Pro/Engi- 
neer that  will  run  on  Win- 
dows NT  and  Windows  95 
as  well  as  on  Unix  work- 


PERCENTAGE 
OF  COMPUTER-AIDED 
DESIGN  SOFTWARE  SALES 
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stations.  The  program  will  cost  al 
$9,000,  about  half  the  price  of  thef 
workstation  package. 

That's  just  the  first  step.  Step 
will  be  a  push  into  the  AutoCad 
ment,  where  cad  programs  sell  fi 
little  as  $500.  Analysts  such  as  J 
Canin  of  Salomon  Brothers  Inc 
Parametric  is  likely  to  buy  its  wa 
spending  a  portion  of  its  $200  milli 
cash.  Parametric  isn't  tipping  its  h 
but  in  August  it  handed  Senior 
President  Louis  J.  Volp 
ditional  responsibility 
spearheading  strategic  di 
sification.  "We  are  lookin 
and  will  continue  to  loo 
potential  acquisition  ca 
dates,"  Volpe  says. 
NO  SHOO-IN.  For  now, 
company  can  count  on 
mentum.  Canin  sees  reve 
rising  35%,  to  $335  millio 
I  the  fiscal  year  that  began 
1,  with  earnings  jumpin 
|  $88  million  from  $67  mill 
Meanwhile,  the  stock  is  cli 
ing  into  the  mid-30s,  pa 
because  of  the  emergin 
plan.  Autodesk  custo 
Medtronic  Inc.,  a  pacema, 
manufacturer,  is  already  k 
ing  toward  Parametric, 
[the  PC  version]  looks 
works  like  Pro/Engineer, 
AutoCad    users  ins 
~  Medtronic  would  certainty 
for  it,"  says  Design  Supervisor  Mich 
K.  Berquist. 

Still,  Parametric  is  far  from  a  shoo 
In  the  workstation  market,  its  tou, 
est  rivals — ibm  and  Computervisioi 
were  beset  by  financial  and  managem 
difficulties.  Not  Autodesk.  Under  a  n 
management  team,  the  Sausalito  (Ca' 
software  developer  has 
covered  its  financ 
strength  and  wields  a  f 
midable  sales  network, 
has  some  4,000  dealers, 
Parametric's  125.  Autod< 
ceo  Carol  Bartz  thin 
Parametric  will  find  the 
market  a  tricky  balanci 
act.  "If  they  don't  price  1 
enough,  they  aren't  goi 
to  expand  their  marke 
she  says.  But,  she  adds,  1 
pricing  will  chisel  away 
earnings  by  drawing  bi 
ers  from  Parametric's  hi| 
er-priced  packages.  Wals 
says  he's  not  concerned.  I 
all  part  of  his  grand  desif 
By  Gary  McWilliams 
Waltham,  Mass. 
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"At  Sunkyong,  we  are  not 
awaiting  the  21st  century, 
we  intend  to  shape  it." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


When  the  Sunkyong  Group  was  founded  in  1953,  we 
were  a  small  company  producing  woven  textiles. 
Today,  Sunkyong  is  one  of  the  five  largest  conglomer- 
ates in  Korea,  with  offices  in  all  of 
the  world's  major  business  centers. 
As  the  first  Korean  company  to 
produce  synthetic  fibers,  Sunkyong 
has  grown  into  a  vertically  integrat- 
ed manufacturer  of  a  broad  spec- 
trum of  products  ranging  from 
petroleum  to  textiles. 

At  present,  Sunkyong  is  a  major 
producer  of  petroleum-based 
products,  a  global  trading  compa- 
ny, and  a  leading  manufacturer  of  polyester  films 
and  magnetic  and  optical  media.  We  also  have  a 


The  Sunkyong  Group  of 
Korea,  with  annual  revenues 

of  more  than  $22  billion 
and  over  22,000  employees  on 
five  continents,  is  a  worldwide 
leader  in  the  fields  of 
energy,  international  trade, 
petrochemical  products, 
telecommunications,  and  engi- 
neering &  construction. 


major  presence  in  telecommunications,  distribution, 
financial  services,  and  engineering  &  construction. 
The  result  in  the  United  States  -  Sunkyong 
generates  over  $1.5  billion  in 
annual  revenues  working  with 
hundreds  of  American  companies, 
and  we  have  strategic  alliances 
with  such  giants  as  Polaroid  and 
the  Fleming  Companies. 

These  alliances  reflect  the 
focused  application  of  time, 
energy,  and  resources  required  for 
a  shared  understanding  of  objec- 
tives a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated 
to  making  a  reality. 


For  more  information,  contact  John  Rich,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  New  York,  N.Y.  10022,  Fax:  (212)  906-8137 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNKVONA 


Sunkyong  Limited  ■  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  and  Construction 
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Your 
Express  Lane 

On  The 
Information 
Superhighway. 


Turn  right  at  R  3  Today.  And  SAP  will  help  you  accelerate  the  interconnectivity  of  your  enterpr 
on  a  global  basis.  SAP  is  ranked  number  one  worldwide  in  client  server  applications.*  Powered 
the  superior  performance  of  R/3 —  the  first  fully  integrated  client/server  software.  From  sales 
manufacturing,  finance  to  hitman  resources,  R/3  already  helps  manage  and  streamline  kv 


Software 


that 


RUN 


'  Based  on  total  worldwide  Client/server  applications  software  and  maintenance  revenues  as  reported  by  International  Data  Corporation  April  1994  ©1994  SAP  America.  Inc 


siness  operations  for  over  1800  major  corporations  around  the  world.  In  fact,  9  of  the  top  10 
lime  500  companies  count  on  SAP  to  put  more  people  in  the  driver's  seat  with  greater  access  to 
•  information  they  need,  enterprise-wide.  So  to  find  out  just  how  our  integrated  client/server 
utions  can  help  you  speed  past  your  competition,  call  SAP  ASAP  at  1-800-USA-1SAP,  ext.  500. 
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STRATEGIES 


NOTHING  BUT  BLUE  SKY 
AT  NORTHWEST 

With  help  from  its  unions,  the  carrier  has  shrunk  its  way  into  a  startling  turnaround 


more  WINGS:  CEO  Dasburg  has  revived  employee  morale  at  Northwest 


At  four  in  the  morning  on  July  6, 
1993,  the  future  of  Northwest  Air- 
lines Inc.  could  not  have  looked 
worse.  Burdened  with  debt  from 
a  $3.6  billion  leveraged  buyout  and  bat- 
tered by  the  recession,  the  airline,  based 
in  Eagan,  Minn.,  was  unable  to  meet  a 
$1  billion  debt  payment.  Lenders  re- 
fused to  budge  unless  employees  took 
big  pay  cuts,  but  negotiations  with 
unions  were  deadlocked.  Northwest's 
attorneys  worked  through  the  night, 
putting  finishing  touches  on  a  Chapter 
11  filing.  They  had  an  8  a.m.  appoint- 
ment with  a  Delaware  judge. 

But  the  bankruptcy  filing  never  oc- 
curred. As  the  sun 
rose,  Northwest's 
unions  finally  ap- 
proved pay  cuts  to- 
taling $886  million 
in  exchange  for  30% 
ownership.  When 
lenders  agreed  to 
reschedule  $1.7  bil- 
lion in  debt  pay- 
ments until  1997, 
ceo  John  H.  Das- 


burg won  the  breathing  room  he  needed. 

He  has  certainly  made  the  most  of  it. 
Just  one  year  later,  Northwest  sees  lit- 
tle but  blue  skies  ahead.  After  chalking 
up  first-half  operating  earnings  of  $328.3 
million  on  revenues  of  $4.4  billion, 
Northwest  has  emerged  as  America's 
most  profitable  major  carrier.  Operat- 
ing margins  for 
the  12  months 
ended  in  June  hit 
7.3%,  well  above 
the  4.9%  earned 
by  American  Air- 
lines Inc.  and  the 
3.2%  turned  in  at 
United  Airlines 
Inc. 

The  llth-hour 
bargaining  to 


AL  CHECCHI 


avoid  bankruptcy  is  only  part  of  the  |t>- 
ry.  Since  early  1992,  a  new  manage: 
team  led  by  cec  Dasburg  has  b 
steadily  shrinking  Northwest.  Def; 
conventional  industry  wisdom  that 
lines  needed  to  be  big  to  spread  cos 
a  strategy  backed  by  Los  Angeles 
vestors  Alfred  A.  Checchi  and  Ga: 
Wilson,  the  aggressive  financiers 
took  over  Northwest  in  1989 — Dasb 
has  pared  the  line's  routes  down  ti 
profitable  core.  Now,  costs  have  shru| 
service  has  improved,  and  employee  if- 
rale  is  up.  While  the  revival  could  le 
threatened  if  a  low-cost  rival  pusk 
onto  its  turf,  for  now  Northwest  is  flyjjg 
through  one  of  the  strongest  tui»- 
arounds  recently  seen  in  the  troubd 
industry. 

RAGING  wars.  A  second-tier  carrjff 
with  a  poor  reputation  for  servil, 
Northwest  was  purchased  by  Wihr 
and  Checchi  in  one  of  the  last  big  Lljb 
before  the  recession  hit.  Although  te 
airline  groaned  under  heavy  debt,  ti 
new  owners  rapidly  expanded  in  tie 
U.  S.  and  Asia.  But  other  major  carries 
were  expanding,  too,  and  fare  weS 
raged.  By  1992,  cheap  tickets,  recessij 
and  higher  fuel  prices  decimated  indv 
try  profits.  Northwest,  the  natioil 
fourth-largest  carrier,  lost  $1.8  bill 
from  1990  through  1993. 

When  Dasburg  took  over  as  ceo 
late  1990,  he  began  with  a  hard  look|' 
Northwest's  cost  structure.  As  he  tel 
it  now,  the  problem  was  blindingly  ob  i 
ous:  "We  were  losing  money  because  i™ 
were  flying  places  where  we  were  losi 
money."  Dasburg,  an  accountant  w 
came  from  Marriott  Corp.,  quickl 
closed  smaller  hubs  in  Milwaukee,  Was* 
ington,  and  Seoul,  Korea.  He  eliminati 
north-south  routes  on  both  coasts  al 


Key  to  Northwest's  recovery  has  been  the 
abandonment  of  unprofitable  routes  and  a 
successful  alliance  with  KLM  Royal  Dutch 
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The  health  care  company  was  sick  of  rising  workers  compensation  costs.  We  suggested  that 


rhe  Company  Needed  Strong  Medicine,  th 


ey  try 


Liberty  Mutual  loss  prevention  program,  combined  with  managed  care  and  return-to-work  programs. 


And  our  customer  soon  felt  We  Made  It  Easier  To  Swallow. 


a  30%  decrease  in  claims  and  a  43%  decrease  in  costs.  If  you'd  like  to  feel  better 


LIBERTY 

about  your  workers  compensation  costs,  talk  to  Liberty  Mutual.  MUTUAL 


The  Corporation 


abandoned  transcontinental  flying.  In- 
stead, Dasburg  recentered  Northwest 
on  hubs  in  Minneapolis,  Detroit,  and 
Memphis,  where  it  faces  little  competi- 
tion. He  fortified  those  cities,  along  with 
a  strong  Tokyo  hub,  with  additional  air- 
craft, more  flights,  and  marketing  clout. 

And  while  other  U.  S.  airlines  are  tak- 
ing a  beating  going  it  alone  in  Europe, 
Northwest's  successful  alliance  with  klm 
Royal  Dutch  Airlines  is  helping  it  ex- 
pand across  the  Atlantic. 
Northwest  and  klm  have 
been  able  to  coordinate  pric- 
ing and  service;  in  Febru- 
ary, the  two  jointly  intro- 
duced "World  Business 
Class"  service.  Northwest 
now  flies  2,800  seats  to  Am- 
sterdam a  week,  up  from 
870  in  1993. 

"A  HARD  PENCIL."  Such 
moves  have  gone  a  long  way 
to  shore  up  Northwest's  fi- 
nancial condition.  According 
to  airline  consultants  Avitas 
Inc.,  Northwest's  costs  on 
domestic  routes,  at  8.8(2  per 
available  seat  mile  (asm), 
now  rank  lowest  among  ma- 
jor carriers;  only  low-fare 
specialist  Southwest  Air- 
lines Co.,  at  7.3(2,  does  bet- 
ter. But  with  revenues  of 
10.5(2  per  asm  easily  beating 
rivals,  Northwest's  profits 
per  asm  top  the  industry's. 
Revenues  for  fiscal  1994 
should  hit  $9  billion,  up  4.4%  from  $8.6 
billion  in  1993,  while  analyst  Julius  Mal- 
dutis  of  Salomon  Brothers  Inc.  expects 
operating  earnings  of  $500  million,  up 
83%  from  1993's  $272.4  million.  "North- 
west is  doing  very  well;  they've  taken  a 
hard  pencil  to  the  whole  system,"  says 
John  Pincavage,  director  of  research  for 
Washington  consultants  the  Transpor- 
tation Group.  Although  skeptical  when 
Dasburg  first  took  over,  Pincavage  now 
says:  "Every  time  I'm  with  him,  I'm 
more  impressed." 

For  now,  Northwest's  liquidity  prob- 
lems also  appear  under  control.  A  March 
stock  offering  returned  the  carrier  to 
public  ownership  and  raised  $260  mil- 
lion, which  paid  down  part  of  its  heavy 
debt.  Although  long-term  debt  still 
stands  at  $4.2  billion,  the  $1.7  billion 
payment  due  in  1997  was  cut  to  $946 
million,  and  may  be  almost  paid  off  by 
early  1995.  "I  don't  have  a  cash-flow  is- 
sue anymore,"  boasts  Dasburg. 

But  while  Northwest  has  pulled  out  of 
its  downdraft,  risks  of  a  long-term  stall 
remain.  In  August,  1996,  employee  wag- 
es snap  back  to  slightly  higher  than  pre- 


cutback  levels.  That  will  boost  North- 
west's costs  when  United,  Delta,  and 
American,  which  is  now  negotiating 
wage  cuts  with  its  unions,  will  likely 
have  lowered  theirs.  Northwest's  aging 
fleet  of  110  DC9-30s  also  needs  costly 
refurbishing  to  meet  federal  noise-re- 
duction requirements,  and  the  airline 
will  eventually  have  to  replace  its  older 
planes.  And  while  the  debt  burden  has 
eased,  the  rescheduling  upped  debt  pay- 


Northwest's  New  Strategy... 


ROUTES  Northwest  has 
closed  money-losing 
hubs  such  as  Milwau- 
kee and  Washington 
and  expanded  flights 
from  profitable  ones 
in  Minneapolis,  Mem- 
phis, and  Detroit.  It 
has  also  revamped  for- 
eign routes,  adding 
flights  to  Tokyo  and 
dropping  Seoul. 


FARES  Has  recentered 
on  domestic  routes 
with  few  rivals,  so 
avoids  discount  com- 
petition. By  focusing 
on  routes  longer  than 
750  miles,  it  has 
steered  clear  of  low- 
cost,  short-haul  com- 
petitors, while  limit- 
ing fare  promotions  to 
just  a  few  days. 


SERVICE  On-time  per- 
formance now  beats 
all  major  carriers.  To 
attract  more  high- 
paying  passengers, 
Northwest  has  upgrad 
ed  business-class 
service  with  improved 
food,  more  legroom 
between  seats,  and 
personal  video 
terminals. 


...And  Lower  Costs  Lift  Earnings 


DOMESTIC  COST  PER  AVAILABLE  SEAT 

MILE  (IN  CENTS) 

600 

'93  20 

'94  2Q 

400 

SOUTHWEST 

7.3 

7.3 

200 

NORTHWEST 

8.9 

8.8 

UNITED 

8.7 

9.0 

0 

AMERICAN 

8.9 

9.1 

-200 

DELTA 

9.3 

10.7 

-400 

400       ANNUAL  PROFIT/LOSS 


DATA  COMPANY  REPORTS.  AVITAS  INC  ,  SALOMON  BROTHERS  INC. 
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ments  due  after  1998  to  $2  billion.  A  re- 
cession or  hike  in  fuel  prices  could  send 
Northwest  into  another  tailspin. 

Thanks  to  Dasburg,  Northwest  does 
have  improved  employee  morale  on  its 
side.  Many  workers,  who  felt  coerced 
into  the  pay  concessions,  were  bitter, 
and  relations  between  the  company's  co- 
owners  and  its  unions  had  soured.  But 
the  deal  also  cut  Checchi's  and  Wilson's 
equity  stake  to  below  25%,  and  well  be- 
fore last  year's  liquidity  crisis,  the  two 
co-vice-chairmen  had  stepped  back  from 
day-to-day  operations.  Although  still 
board  members,  neither  has  a  hand  in 
strategy.  Since  August,  Wilson  has  re- 
moved himself  from  company  affairs, 


An  employee 
suggestion  plan  yielded 
$100  million  in  savings 
or  added  revenue 


pending  an  internal  review  of  a  iHj 
meanor  drug  charge,  since  dropt 

Now,  morale  appears  better.  " 
got  a  lot  of  people  who  are  really  p 
right  now.  A  lot  of  pride  is  coming  k 
says  Manuel  Barbosa,  one  of  North* 
lead  mechanics.  Adds  pilot  Jason  m 
"We're  a  lot  better  off  than  I  thl 
we'd  be  at  this  point."  Dasburg  | 
regularly  with  groups  of  union  e 
ees  and  holds  a  monthly  "Dia 
phone-in  session  to  fiel 
gestions  and  criticis 
worker  involvement  i 
ing  off.  A  1992  employ' 
gestion  program  has  y 
$100  million  in  savings 
tra  revenues. 

Even  with  lower 
and  more  productiv 
ployees,  though,  Nortl 
remains  vulnerable  to 
vasion  of  low-cost  car 
Because  of  its  domina 
sition  in  business  ma 
such  as  Minneapolis-( 
go.  Northwest  is  ab 
keep  its  fares  high. 
75%  of  all  Minnea 
flights,  for  example,  it  £ 
fare  wars.  Instead  of 
discounts,  Northwest 
offers  three-day  sales 
top  off  loads  without  g 
away  seats  it  can  s< 
higher  prices. 
RIVALS  COMING?  All 
could  change  if  South 
or  another  low-cost  specialist  turns 
Northwest's  backyard.  So  far,  quick 
airlines  have  favored  routes  sh 
than  750  miles  in  densely  populate 
eas,  while  Northwest  mostly  flies 
er  routes,  many  in  sparsely  popu 
areas.  But  few  industry  experts  the 
Delta's  Atlanta  hub  was  vulnerab 
ther,  and  now  low-cost  ValuJet  I 
eating  away  at  its  routes.  "It's  ha 
imagine  that  a  VaiuJet  type  of  con 
itor  would  not  meet  some  degree  oi 
cess  [against  Northwest],"  says 
Jet  President  Lewis  Jordan.  "I  su 
there  are  destinations  in  and  out  of 
hubs  that  are  attractive." 

Northwest  executives,  many  of  v 
came  from  other  troubled  carriers 
they  aren't  complacent.  "We're  eng 
in  a  thrilling  trip  down  a  wnite-w 
river.  The  last  direction  is  no  gu; 
tee  of  success,  and  it  will  be  like 
forever,"  says  Michael  E.  Levine,  N 
west's  marketing  head.  With  that 
tude,  Northwest  may  be  able  t 
smartly  into  the  21st  century. 

By  Susan  Chandler  in  Eagan,  M 
with  David  Greising  in  Atlanta 


'93 


'94 
EST. 
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vith  vision. 


speed 

will  be  Iff) 


Xal  aills  with  your  voice 


Unwire. 


our  computer 
•  the  phones. 


Where  does  your  business  w  ant  to  go? 
And  what  do  you  want  to  d<  >? 

Want  to  roll  out  a  better  way  to  work 
in  over  70  countries,  without  leaving  head- 
quarters? Go  to  a  conference,  right  now, 
on  the  other  side  of  the  country?  Pop  up 
information  on  your  customers,  the 
second  you  take  their  calls? 
With  a  little  help,  you  can.  AT&T 
'bal  Business  Communications 
lystems  can  give  you  the  communi- 
cations equipment  and  support  to  do  all 
these  things  today.  And  we  can  take  your 
systems  and  make  them  do  things  you 


never  imagined.  Because  the 
future  is  about  turning  what's 
possible  into  what's  real  Working 
the  way  you  want  to,  instead  of  how 
you  have  to.  Anytime,  anywhere. 

You  can  make  great  tilings  happen 
for  your  business.  Stalling  now.  Hist  ca 
AT&T  at  1  800  325-7466,  ext.  382. 


AI&T  Where  innovation  leads. 


AT&T 


©1994  AT2ST 


Thousands  Of  Companies  Depend  On  Microsoft 
Run  Their  Businesses.  Did  You  Ever  Wonder  Who 
Microsoft  Depends  On  To  Run  Theirs? 


As  one  of  the  largest  developers  of  software 
in  the  world,  with  hundreds  of  thousands  of  custom- 
ers around  the  globe,  there's  just  one  tiling  about 
Microsoft  that  people  sometimes  overlook:  That 
they've  got  a  business  to  run,  too. 

A  business  with  people  who  need  constant 
(and  instant)  access  to  crucial  information-like 
customer  service  records  and  problem/solution 
databases.  And  a  Microsoft*  Windows  NT  "  Server 
network  that  not  only  serves  their  headquarters  near 
Seattle  but  all  of  their  offices  around  the  world.  So 
they  need  to  have  server  systems  they  can  count  on. 
Which  is  why  they  rely  on  Compaq. 
Because  Compaq  provides  reliable  servers  that 
keep  running.  Servers  that  allow  you  to  configure 


Microsoft  Windows  NT  Server  simply  and  easily 
with  one  CD.  And  Compaq  has  servers  that  come 
with  Insiaht  Manager,  which  is  a  specially  designed 
Compaq  technology  that  manages  over  800  key 
server  elements  and  warns  you  about  potential 
problems.  Before  they  become  real  ones. 

And  because  they're  Compaq  servers,  each  one 
is  backed  by  our  three-year  on-site  warranty*  and 
our  7  day  a  week,  24-hour  technical  support  line. 

So  if  you're  looking;  for  a  powerful  and  reliable 
system  to  help  you  run  vour  business,  give  us  a  call 
at  1-800-664-9888.  But  do  yourself  a  favor,  don't 
just  take  our  word  for  it.  Ask  around. 

COMPAQ 


£) 1994  Cotapaa  Computer  Corporal  ion  Ml  Rights  Resetted  Compaq  Reentered  II  S  Patent  and  Trademark  Office  Microsoft  is  a  registered  trademark  of  the  Microsoft  Corporation  iVindom  NT  is  a  trademark  of  the 
Microsoft  Corporation  Insiaht  Manager  is  a  registered  trademark  and  Prol  tant  is  a  trademark  of  I  ompag  t  omputer  i  orporation  7  imited  warranty  terrain  restrictions  and  exclusions  apply  Monitors,  batter)  packs 
and  certain  options  are  coiercd  b)  a  one -year  warranty  For  details,  call  the  C  ompag  t  ustomer  Support  (  enter  at  l~S00'34S-i5!8 
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BOARDS 


AN  INSIDE  LOOK  AT 

CALPERS'  BOARDROOM  REPORT  CARD 

The  huge  investor  rates  the  boards  of  the  200  biggest  companies  in  its  portfolio 


For  200  top  chief  ex- 
ecutives, the  chal- 
lenge was  about  as 
welcome  a.-  an  audit  no- 
tice from  the  Internal 
Revenue  Service.  But 
there  it  was:  a  letter 
dated  May  VZ  from  the 
California  Public  Em- 
ployees' Retirement 
System  (CalPERS),  the 
nation's  biggest  activist 
investor,  asking  them  to 
lift  the  corporate  veil  on 
their  boardroom  prac- 
tices. Specifically,  Cal-  ~ 
PERS  wanted  to  know  how  the  biggest 
companies  in  its  portfolio  measured  up 
against  28  provocative  guidelines  issued 
last  spring  by  General  Motors  Corp.  GM's 
six-page  document  put  in  writing  many 
precept:-  boards  should  be  following,  but 
often  aren't:  having  independent  direc- 
tors nominate  new  members,  giving  di- 
rectors access  to  all  top  managers, 
scheduling  private  meetings  of  outside 
directors,  and  the  like. 
LIGHT  MAILBAG.  And  how  did  the  recip- 
ients of  the  missive  react?  Responses 
ran  the  gamut  from  A  to  Z — or,  as  Cal- 
PERS decided  to  put  it,  from  A-plus  to  F. 
CalPERS  General  Counsel  Richard  H. 
Koppes  assigned  the  grades — revealed 
here  to  the  companies  and  the  public. 
business  week  was  also  made  privy  to 
several  response  letters.  Beyond  the 
ratings,  the  exercise  provides  a  unique 
window  on  America's  boards,  many  in 
the  throes  of  change,  and  is  an  indication 
of  how  companies  treat  shareholders. 


I  \ 

IBM's  Gerstner  stressed 
board  independence 


Gannett's  Curley 
CalPERS  the  brush- 


By  Oct.  4,  with  41  companies  still  ig- 
noring CalPERS  altogether  (meriting  an 
F),  just  14  companies — including  Chev- 
ron, IBM,  J.  C.  Penney,  and  Kmart — had 
won  an  A-plus.  At  these  companies, 
management  and  directors  had  dis- 
cussed the  GM  guidelines,  most  prompt- 
ed by  the  CalPERS  letter,  and  each  chair- 
man had  written  to  CalPERS  with  a  copy 
of  the  company's  own,  usually  stellar, 
governance  practices.  An  additional  31 — 
Alcoa,  Bristol-Myers  Squibb,  Honey- 
well, Salomon,  Sara  Lee,  and  Texaco 
among  them — won  an  A.  They  sent 
CalPERS  their  board  guidelines,  often 
comparing  them  point  by  point  with 
gm's.  But  unlike  the  A-plus  companies, 
they  didn't  say  if  the  board  was  involved 
in  a  review. 

At  the  other  end  of  the  spectrum, 
American  International  Group,  CBS, 
Bankers  Trust,  The  Limited,  MCI  Com- 
munications, and  Raytheon  made  the 
list  of  the  F-rated  incommunicado  com- 


panies. Only  slightly  better  are  the 
pluses — DuPont,  Johnson  &  Johi 
Ralston  Purina,  Gannett,  United  ' 
nologies,  American  Airlines,  and 
other  companies  that  replied  w 
brush-off — a  hint  to  CalPERS  to  mil 
own  business.  These  companies  ger 
ly  saw  no  need  to  formalize  board 
practices.  "We  are  of  the  view  th 
one  set  of  guidelines  are  approprial 
all  corporations,"  wrote  Peter  S.  C 
way,  J&J  secretary.  "We  are  thus  fai 
fident  that  our  positions  on  various 
porate  governance  issues  are  suita 
DOG  ATE  IT?  Gannett  Co.  General  C 
sel  Thomas  L.  Chappie,  writing  foi  >H 
John  Curley,  was  equally  curt:  "W< 
already  seen  a  copy  of  the  General 
tors'  guidelines;  however  Gann 
board  has  not  adopted  these  or  any 
er  list  of  formal  guidelines  concei  (i 
how  it  will  conduct  itself."  Ralstorf.V 
rina,  meanwhile,  admitted  that 
[CalPERS]  letter  was  received  bu 


Who  Made  the  Grade?  As  responses  to  CalPERS'  governance  challenge  came 
in-or  didn't-the  huge  pension  fund  graded  the  companies  based  on  how  and  whether  they  used 
the  opportunity  to  evaluate  their  own  boardroom  practices.  Here  is  a  sampling  of  results: 


to 


DAYTON  HUDSON 
EXXON 
MERCK 
TIME  WARNER 


CAMPBELL  SOUP 

CHRYSLER 
EASTMAN  KODAK 
GENERAL  MILLS 


B 


BANK  AMERICA 

in 

MONSANTO 
SEARS  ROEBUCK 


AT&T 
GENERAL  ELECTRIC 
MOTOROLA 
USX 


AMOCO 
HEINZ 
HEWLEn-PACKARD 
INTEL 


F  ,F 


ALLIED  SIGNAL! 
CAPITAL  CITIES/AI 
GAP 
WALT  DISNEY 
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If  time  is  money  these  arc  the  least 
xpensive  fax  machines  you  can  own. 


roducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


isiness,  it's  a  fact  that  the  less  time  you 
id,  the  more  money  you  save.  Which  is 
ly  the  idea  behind  our  new  7500  and 
.ASER  CLASS®  fax  machines, 
ach  offers  advanced  features  that  reduce 
le  people  spend  on  the  phone  line  and 
machine.  Features  like  connectivity 
lities  that  let  you  send  and  receive  doc- 
i  without  ever  leaving  your  desk.  And 
ory  capacity  of  up  to  288  pages  so  you 
al  with  volumes  of  documents  at  your 
lience,  not  the  machine's.  You '11  also  have 
es  more  paper  at  your  disposal  with  a 
capacity  of  up  to  1,100  sheets. 

.ASS  is  a  registered  trademark  of  Canon  Inc. 
xademark  of  Canon  Inc.  <D  1994  Canon  U.S.A.,  Inc. 

SER  CLASS, 

PAPER  FACSIMILE 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page.* 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

'Based  on  CCITT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


Canon 


BW  IOW 

For  more  information,  send  this  ad  plus  your  business  card  to:  National  Sales  Manager.  Presentation  &  Incentive  Division, 
BulovaCorporaUon.OneBulovaAve  .Woodside.N.Y.  11377.  Call  toll-free  1-800-423-3553.  InN.Y.C.  1-718-204-4600. 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  of  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  1-800-327-8585  and  ask  for  our  International  Corporate  Rates. 

We're  proud  to  offer  access  to  the  AT&T 
network  for  reliable  AT&T  services  at  reasonable  prices. 

PAN  PACIFIC  Hotels  and  Resorts 
1-800-327-8585 

NORTH  AMERICA:  VAN!  I II  VI  R,  SAN  FRANC  Nil.  SAN  DIEGO.  ANAHEIM.  HAWAII .  PACIFIC:  AW  Kl  AND.  (.OLD  (.OAST.  VANUATU. 
PALAU,  ASIA:  BANGKOK,  HONl,  KONG.  SINGAPORE.  KUALA  LUMPUR.  JOHOK  BAHRU,  PAN(.KOR.  JAKARTA .  DHAKA.  WUXI,  NARITA 
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not  clear  where  it  was  routed."  R;stoi 
General  Counsel  James  M.  Nevillsaii 
that  its  board  agrees  with  many  o 
guidelines  but  "does  not  feel  a  f 
resolution  is  appropriate  or  neces 

Koppes,  who  inherited  the  pr 
when  former  CalPERS  ceo  Dale  M. 
son  left  the  $80  billion  pension  fud  ii 
June,  readily  admits  that  the  gradp  hi 
gave  are  impressionistic.  Judging  ti 
letters  business  week  saw,  theje  \ 
sometimes  little  difference  betwim 
"brush-off  F  and  a  D,  a  categori  i; 
those  that  "missed  the  point."  Le;e 
from  the  D  companies  usually  expr<isf 
satisfaction  with  their  own  pradjf 
which  they  didn't  detail.  As  for  te  i 
companies,  which  sent  a  minimal  It 
their  practices  and  said  board  reie. 
was  either  possible  or  scheduled 
some  future  time,  and  the  C  compgiei 
which  recognized  governance  as  an  m 
that  might  be  reviewed  by  the  btoc 
CalPERS  is  seeking  more  informal' 

From  the  outset,  CalPERS  made  ea 
that  it  wasn't  trying  to  force  all  cofca 
nies  to  adopt  the  gm  practices  wjte. 
sale.  It  merely  wanted  boards  to  ft? 
about  how  they  operate.  "We  wantBE 
get  directors  to  be  part  of  a  proce^ 
look  at  governance,"  Koppes  says, 
what  happened  at  Boeing,  Citi 
Corning,  Emerson  Electric,  and 
Warner,  among  others:  Director 
down  and  reviewed  gm's  prec 
MANNERS  COUNT.  CalPERS'  goal,  th 
skewed  some  grades;  they  reflec 
completeness  of  the  reply  an 
board's  involvement  more  than  the 
us  of  boardroom  practices.  By  con 
ing  a  review  and  outlining  its  pra 
es,  for  example,  Corning  won  an  A 
it  follows  some  practices  that  are  ar 
ema  to  governance  experts — such 
ting  the  chairman/chief  executive 
the  nominating  committee  and  at 
an  annual  confab  of  outside  direc 

It  comes  as  no  shock  that  many 
best  replies  came  from  companies 
like  General  Motors,  have  under 
upheavals  instigated  by  directors 
at  least  partly  prompted  by  share 
ers.  Change  is  readily  apparent  at 
where  in  early  1993  embattled  ceo 
F.  Akers  was  replaced  by  Loui 
Gerstner  Jr.  Gerstner's  three-page 
to  CalPERS  outlined  the  duties  of 
Directors  &  Corporate  Governa 
Committee,  which  reviewed  the  GM 
cepts  in  June.  And  he  told  of  other 
procedures,  such  as  regular  meetin 
outside  directors  and  a  detailed  am 
review  of  their  continued  independc 
from  the  company.  Hence,  IBM's  A-p 

Eastman  Kodak  Co.,  too,  revised 
board  practices  after  directors  dismiss 


Its  not  if 
xir  PC  will  be  hit  by 
power  problems, 

its  when... 


't  have  the  time  for  power  problems 
■  PC?  Don't  worry.  They'll  always 
ime  for  you. 

lestion  is  not  if  a  power  problem 
but  when.  Whether  due  to 


ver  is  the  largest  preventable 
se  of  computer  data  loss 


Source:  PCWeek 

(OodiwtK  | 

Power  Failure/Surge 
Storm  Damage 
Fire  or  Explosion 
Hardware/Software  Error 
Flood  &  Water  Damage 
Earthquake 
Network  Outage 
Human  Error/Sabotage 
HVAC  Failure 
Other 


'jptible  Pouter  Supplies  pruritic  instant  battery 
tect  your  data  from  loss  and  your  hard  drive  from 
are  backed  by  up  to  $25,000  in  surge  protection 
iou  can  rest  easy  and  stay  productive  even  during 


3atk-UPS 


household  appliances,  local  construction, 
poor  wiring,  bad  weather  or  even  other  office 
equipment,  power  problems  are  as  inevitable 
as  death  and  taxes. 

In  the  next  three  months, 
more  than  30,000,000  PCs 
will  be  hit  by  power 
problems... 

In  fact,  one  study  discovered  a  typical  PC 
is  hit  over  100  times  a  month,  causing 
keyboard  lockups,  hard  drive  damage,  and 
worse.  And  a  study  by  Bell  Labs,  found  that 
undervoltages  and  blackouts  represent  more 
than  85%  of  power  problems  likely  to  hit 
your  computer,  a  fact  which  leaves  standard 
surge  suppressors  powerless  to  protect  you. 

More  than  2,000,000 
satisfied  APC  users  won't... 

That's  why  you  need  instantaneous 
battery  backup  power  from  an  APC 
Uninterruptible  Power  Supply  to  prevent 
keyboard  lockups,  data  loss,  hard  disk 
crashes,  and  hardware  damage.  It's  even  been 
said  that  there  are  three  types  of  PC  users: 
those  who  have  lost  data  due  to  a  power 
problem,  those  who  are  going  to,  and  the 
more  than  2,000,000  satisfied  users  who  have 
protected  themselves  against  the  inevitable 
surge,  blackout  or  brownout  with  the  most 
reliable  UPS  they  can  buy...  APC. 

$25,000  worth  of  peace  of 
mind  starting  at  just $ I  1 9... 

Not  only  can  APC  protect  your  data.  We 
can  protect  the  investment  you've  made  in 


APC 


PC  World 

Top  20 
Upgrade 


"Don't  take 
chances.. .get  the 
ultimate 

protection...  from 

ADr  "  d/-i*/  i -i 


your  hardware  as  well,  whether  it  be  386  or 
486,  Pentimum  or  PowerMac.  In  fact,  surge 
protection  performance  is  even  backed  by  up 
to  a  $25,000  Lifetime  Equipment  Protection 
Repair/Replacement  Guarantee. 

Ask  for  APC  at  your  computer  reseller 
today,  or  call  for  a  free  handbook.  Starting  at 
just  $119,  an  APC  UPS  is  serious  protection 
no  serious  computer  user  should  be  without. 


s 

FREE  50-pg. 
PC  protection  J 
guide 


Phone:  

Brand  of  UPS  used:  

Number  of  PCs/Servers  to  be  protected: . 


401-788-2797  fax 
PowerFax  Info  (800)  347-FAXX 


I 
I 
I 

- 
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What  are  the  causes  and  effects  ttf  power 
problems?  The  most  common  power  protection 
mistakes?  Fax  for  your  free  handbook  today!  • 
Please  reference  Dept  R  i. 

Name:  I 

Address:    I 

  I 

I 
I 
I 
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I 
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I 
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I 

AMERICAN  POWER  CONVERSION  1 

,„  ..  .... 


"THIS  BIG  LUMP  SUM  CHECK  JUST  CAME 
...NOW  WHAT  DO  I  DO?" 


If  we  just  left  our  job  -  and  came  away  with  a  hefty  check  from  our  401  Ik),  pension 
or  retirement  plan  -  we  know  what  we'd  do.  Open  an  American  Life  Individual 
Retirement  Annuity  for  outstanding  flexibility  and  freedom  of  choice. 

Jhe  freedom 

to  move  your  hard-earned  money  among  options  that  meet  your  investment  goals, 
including  a  competitive  fixed  interest  account.  And  to  do  it  when  you  want  without 
commissions,  transfer  charges  or  withdrawal  fees. 

Choose  the  benefits  that  come  from 


freedom  of  choice. 


THE  AMERICAN  WAY  OF  LIFE. 


1-800-872-5963 

American  Life 

Mutuol  of  America  Life  Insurance  Company  is  a  Registered  Broker-Dealer.  It  distributes  the  products  of  Mutual  of  America  and  The  American  Life  Insurance 
Company  of  New  York.  For  more  complete  information  on  applicable  charges  and  expenses  obtain  a  prospectus  by  calling  1  -800  872-5963  Read  it  care- 
fully before  you  invest  This  product  moy  not  be  available  in  oil  states.  The  IRS  may  apply  tax  penalties  on  withdrawals  made  prior  to  age  591/2. 


HALFWAY  THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Millions  of  teens  use  alcohol  and  drugs 
each  year.  Halfway  There  helps  to  change 
young  people's  perception  about  illegal 
alcohol  and  drug  use. 

Over  700,000  young  people  have 
experienced  live  performances  of 
Halfway  There  in  schools  across  the 
country  and  internationally. 
j£     For  information  about  helping  to 

make  a  difference  by  sponsoring  Halfway 
There  in  your  community  contact: 


periwinkle 

■  NATIONAL  THEATRE  F 


NATIONAL  THEATRE  FOR  YOUNG  AUDIENCES 

19  Clinton  Avenue,  Monticello,  NY  12701     (914)  794-1666 

This  advertisement  is  a  contribution  to  the  national  drug  abuse  prevention  effort 


The  Corporatidi 


ceo  Kay  R.  Whitmore  in  1993  and  ired 
George  M.  C.  Fisher  to  replace  himKo 
dak,  which  won  an  A,  has  not  adotec 
formal  governance  guidelines  a  1,gm 
but  it  rewrote  the  charters  of  tan 
committees.  Outside  directors  nowjoir 
sessions  on  their  own,  and  several  »v< 
met  with  shareholders.  AmericarEx 
press  Co.,  whose  board  replaced?^ 
James  D.  Robinson  III  with  Harve^tnlfii 
ub  in  1993  after  a  showdown  with  s  Brc 
holders,  won  an  A  with  a  new  go'rr  ... 

CalPERS  is  alreacbp 
using  its  report  car 
to  target  lame  boar 
for  proxy  action 


ance  statement  that,  Golub  wijfr 
"seeks  to  underscore  board  inde 
dence."  Among  its  points:  a  new  fn 
mittee  on  directors  to  develop  cri'pi 
for  nominees  and  select  them,  and  nop 
nition  that  outside  directors  may  i§£ 
privately  whenever  they  want. 

What  is  surprising,  given  Cal 
reputation  as  a  boardroom  activist, 
the  number  of  companies  that  ignon 
Its  first  letter  asked  for  response 
Aug.  1,  but  fewer  than  half  of  tb 
companies  had  replied  by  the  first 
in  August.  It  was  only  after  Ko 
wrote  the  laggards  another  letter- 
ing that  survey  results  would  be 
public — that  "the  responses  rolled 
he  says. 

If  that  weren't  incentive  enough,  <j 
panies  got  a  push  on  Aug.  4  when  Irj 
national  Paper  Co.  Chairman  Johij 
Georges,  who  also  chairs  the  Busi: 
Roundtable  Corporate  Governance 
Force,  wrote  to  members.  Noting 
CalPERS  was  likely  to  publicize  tb 
sponses,  Georges  asked  companie1 
copy  the  Roundtable  on  them  so  it  d 
reply  to  follow-up  inquiries.  IP  Ex 
tive  Vice-President  James  Melican, 
ever,  says  Georges  could  not  comn 
on  the  topic  until  after  the  Roundtal 
policy  committee  meets  in  Novem 

CalPERS  has  already  put  the  resp< 
es  to  good  use.  They  helped  the  f: 
make  decisions  about  which  10  po 
performing  companies  (still  undisclo! 
to  target  for  next  year's  proxy  sea: 
One  F-plus  company  landed  on  the  s 
purely  because  of  its  response.  Me 
while,  CalPERS  is  set  to  send  a  new  w 
of  letters,  to  the  100  next-biggest  c 
panies  in  its  portfolio. 

By  Judith  H.  Dobrzynski  in  New  1 


tfelity 

vestment 

lallenge 


/ember  14, 1994  to 


miary11,1995 


i  Fortune  The  top  player  will 
home  this  1995  Eagle  Vision  TSi  with 
)0  in  cash.  The  top  1 5  finishers  win 
510,000  in  cash  and  valuable  prizes. 

1  Fame  Top  players  will  be 
shed  in  Business  Week  magazine, 
/our  name  listed  with  the  leaders  in 
f  the  6  weekly  issues  starting 

m. 

v  Could  Win  This 

15  W  Eagle  Vision  TSi 

Cash  and  Prizes 


Take  the  Fidelity 
Investment  Challenge. 
It's  Risk  Free. 

Fidelity  Investments,  the  nation's  largest  mutual  fund  company, 
has  educated  millions  of  investors  about  mutual  fund  investing. 
Now  Fidelity  Discount  Brokerage  brings  you  the  Fidelity 
Investment  Challenge  so  you  can  learn  how  to  trade  directly  in 
the  stock  market,  absolutely  risk  free.  Here's  how  it  works: 

Real  Stocks.  Each  participant  will  be  given  $250,000  of 

play  money  to  invest.  You'll  make  your  trades  through  an  Invest- 
ment Challenge  800  number.  Telephone  representatives 
execute  your  orders  using  real-time  prices.  Or,  place  your 
trades  using  our  touch-tone  trading  line.  And,  you'll 
receive  a  monthly  statement  detailing  your  trades  and 
ranking  you  against  the  other  players. 

Real  Markets.  Try  out  new  strategies  in  real  market 
conditions,  with  no  risk  at  all.  You'll  trade  in  the  same  way  you  would  with  a 
Fidelity  Brokerage  account  when  you  choose  to  buy,  sell,  or  short  stocks  traded 
on  the  NYSE,  AMEX  and  OTC  exchanges. 

Real  Prizes.  The  player  with  the  most  valuable  portfolio  on  February  1 1 , 
1995  will  drive  away  with  tins  1995  Eagle  Vision  TSi,  plus  $2,000  in  cash.  Over 
$10,000  in  cash  will  be  awarded  to  the  top  15  finishers.  The  Top  50  investors,  and 
the  top  player  in  each  state  will  win  Fidelity  On-line  Xpress™  financial  software. 
The  top  200  investors  will  win  a  handsome  Fidelity  Investment  Challenge  T-shirt. 

Play  Money.  Remember,  the  Fidelity  Investment  Challenge  is  only  a  game,  and 
its  purpose  is  to  enhance  your  understanding  of  the  market.  So,  have  fun  —  and 
join  thousands  of  other  amateur  stock  watchers  across  the  country  in  racking  up 
simulated  profits  to  drive  away  in  a  new  car. 

Sign  up  to  play  the  Fidelity  Investment  Challenge 
today  and  receive  our  special  early  bird  offer  of 
just  $79.95  (regularly  $99.95).  o^^^im 
Call  1-800-858-1994,  ext  15. 

We'll  send  you  the  Official  Game  Package  including  rules,  instructions,  a  stock 
listing  guide  and  transaction  ledger  to  track  your  trades. 

Competition  begins  November  14, 1994. 


Fidelity 


Investments 


delity  Investment  Challenge  is  a  contest  administered  on  behalf  of  Fidelity  Investments  by  REPLICA  Corporation  and  its  affiliate,  Wall  Street  Portfolios, 
jgh  the  contest  uses  actual  market  conditions  and  securities,  neither  the  money,  nor  the  transactions  are  real.  Awards  of  prizes  are  the  sole  responsibility 
PLICA,  and  winners  may  be  subject  to  taxes  for  prizes.  The  Fidelity  Investment  Challenge  is  not  open  to  persons  under  the  age  of  1 8,  or  employees  or  their 
diate  families  of  any  of  the  affiliated  Fidelity  Investments  companies.  The  contest  is  for  amateur  investors  only.  Professional  brokers  may  not  participate. 


TECHNOLOGY  THAT 
WORKS  FOR  LIFE 


C  I  I  !\l  O  1  < 


O  IV1AKI 


Through  commitment, 
innovation  and  an  emphasis 
on  total  quality, 
Samsung  has  become  one 
of  the  world's  fastest 
growing  technology  resources. 
Samsung  is  not  only  on 
the  forefront  of  electronics, 
but  has  received  world- 
wide recognition  for  advances 
in  engineering  as  well. 
Below  are  just  a  few  examples 
of  how  Samsung  quality 
and  technology  are  working 
for  everyone. 

For  more,  write  P.O.  Box  260, 
Ridgefield  Park,  NJ  07660. 
Fax  201-229-6058. 

ELECTRONICS 

199-gram  cellular  phone 

High-definition  TV 

64M  DRAM  semiconductors 

Notebook  PC 

Home  service  robot 

ENGINEERING 

Offshore  oil  and  gas  platform 
Aerospace 

Dozers,  excavators  and  loaders 
Chemicals 

Double-hull  oil  tankers 


Science  &  Technology 


PHARMACEUTICALS 


DRUGMAKERS  ARE  DISCOVERING 
THE  HIGH  COST  OF  CUTTING  COSTS 

Pressed  from  all  sides,  they're  narrowing  their  R&D  down  to  a  search  for  blockbusters 


When  Dr.  Leon  E.  Rosenberg  was 
contemplating  his  move  from 
dean  of  the  Yale  School  of  Medi- 
cine to  head  of  research  and  develop- 
ment at  Bristol-Myers  Squibb  three 
years  ago,  the  pharmaceutical  industry 
looked  like  research  nirvana.  "Research 
and  development  funding  was  increas- 
ing at  double  digits,"  he  recalls.  There 
were  4,000  scientists  and  technicians  at 
the  company's  lavish  research  institute 
in  Princeton,  N.J.,  when  Rosenberg 
came  on  board — and  the  plan  was  for 

M  a 

Why  There's 
a  New 
Premium 
on  Drug 
Innovation 


drug  discovery  programs — and  slashed 
actual  drug  development  projects  by 
one-third.  Among  the  casualties  were  a 
new  antibiotic  and  a  cholesterol-reduc- 
ing drug.  "That  is  focus,"  says  Rosen- 
berg. "We  are  making  critical  go  or  no- 
go  decisions  on  everything." 
NO  ALSO-RANS.  Throughout  the  drug  in- 
dustry, this  change  in  climate  is  putting 
a  new  premium  on  innovation — and 
spurring  a  profound  shift  in  research 
strategies.  For  decades,  drugmakers 
made  lush  profits  churning  out  modest 


into  the  marketplace  with  a  drug— J 
not  first,  a  very  fast  second,"  saysl 
senberg.  "The  fourth  or  fifth  drug  is 
going  to  give  us  a  decent  retu 
Drugmakers  who  can't  turn  out 
selling  new  drugs  may  find  themsa 
forced  into  mergers  or  acquisition 
sustain  growth  or  fill  out  their  proj 
lists.  A  shortfall  in  big  new  medicinJ 
the  near  term  was  one  reason  Ml 
spent  $6.6  billion  to  acquire  the  disi 
utor  Medco  Containment  Service! 
sluggish  pipeline  played  a  role  in  Snj 


GROWTH  IN  MANAGED  CARE... 


PERCENT  GROWTH  IN  WORLDWIDE 
SALES  OVER  YEAR  BEFORE 

FOR  60  U  S  DRUG  COMPANIES 


It's  the  way  to 
reignite  growth 


DATA:  WILKERSON  GROUP,  PHARMACEUTICAL 
RESEARCH  &  MANUFACTURERS  OF  AMERICA 


PERCENT  GROWTH  IN  TOTAL  R&0 
FUNDING  OVER  YEAR  BEFORE 

FOR  CO  U.S.  DRUG  COMPANIES 


R&D  FUNDING 

'94 

'90 

BILLIONS  Of  DOLLARS 

$13.8 

•82 

▲  PERCENT 


•90 

▲  PERCENT 


that  number  to  soon  top  5,000. 

That,  however,  was  before  the  sharp 
rise  of  managed  care  and  the  accompa- 
nying tectonic  shifts  that  have  rocked 
drugmakers.  Suddenly,  price  competi- 
tion has  come  to  an  industry  long  im- 
mune to  the  pressures  that  previously 
hit  every  other  part  of  the  economy. 
And  that  "has  had  an  extraordinary  im- 
pact on  every  piece  of  our  institute," 
says  Rosenberg.  "It  has  required  a  huge 
reassessment  of  our  mission  and  how  to 
carry  it  out."  Since  1991,  Bristol-Myers 
Squibb  has  eliminated  50%  of  its  basic 


improvements  in  existing  products.  But 
the  rise  of  managed  care — with  its  skin- 
flint pharmacies  and  hmo  buyers  who 
pit  me-too  drugs  against  one  another  to 
drive  down  prices — has  shrunk  profits 
for  nearly  all  but  the  most  novel  treat- 
ments. As  the  fourth  cholesterol-lower- 
ing medicine  on  the  market,  Sandoz's 
Lescol,  introduced  last  spring,  sells  for 
half  as  much  as  industry-leader  Mevacor 
from  Merck  &  Co.  Pfizer's  Zoloft  and 
SmithKline  Beecham's  Paxil  sell  for  15% 
less  than  the  drug  they  imitate — Eli  Lil- 
ly's Prozac.  "We've  got  to  be  the  first 


Kline  Beecham's  purchase  of  Diversi:H 
Pharmaceutical  Services  and  Lilly's  pf 
posed  acquisition  of  the  PCS  pharml 
services  unit  of  McKesson  Co.  And  ml 
recently,  American  Home  Products  1 
sought  to  pump  up  its  product  lines! 
buying  American  Cyanamid  Co. 

The  race  to  be  first  on  the  market  afe 
always  been  a  marathon:  It  can  take! 
years  or  more  to  move  from  a  lab  a 
entist's  first  vague  notion  to  an  appro1 
drug.  But  today  there  are  more  obs 
cles  than  ever.  Researchers  are  n 
wrestling  with  the  likes  of  All 
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[he  inspiration  for  our  new  Club  W>rld  seat. 


Vith  an  adjustable  lumbar  support,  a  newly  designed  footrest  and  the  privacy  ol  side  headrests,  you'll 
link  you're  flying  on  cloud  nine.  It's  the  way  we  make  yon  feel  that  makes  us  the  world's  favourite  airline. 


British  Airways 


The  worlds  favourite  airline*:.^^ 


Science  &  Technology 


"You  must  give  people  the  opportunity 
in  the  lab  to  use  their  own  judgments  and 
instincts,  and  the  serendipity  will  come" 


Alzheimer's,  and  stroke,  ailments  far 
more  daunting  than  the  ulcer  and  choles- 
terol problems  that  have  given  rise  to 
such  top-selling  treatments  as  $1.3  bil- 
lion cholesterol-reducer  Mevacor  and 
Glaxo  Holdings  PLC's  $3.5  billion  anti- 
ulcer remedy  Zantac,  the  world's  top- 
selling  drug. 

Beyond  that,  the  cost  of  testing  is 
soaring  as  risk-averse  regulators  demand 
more  stringent  studies.  To  produce  data 
for  regulators  worldwide,  drugmakers 
now  conduct  an  average  of  60  clinical  tri- 


Unless  the  industry  produces  some 
miracles,  that  could  be  the  start  of  a 
downward  spiral,  r&d  spending  by  ma- 
jor U.  S.  drugmakers  grew  an  estimated 
9.3%  this  year,  down  from  an  annual  av- 
erage of  16.2%  from  1980  to  1992,  ac- 
cording to  phrma.  The  trend  could  wors- 
en if  blockbusters — drugs  that  reap  $1 
billion  in  annual  sales — get  scarcer,  as 
some  analysts  anticipate.  The  number 
of  blockbusters  will  drop  from  21  today 
to  just  17  by  the  year  2000,  estimates 
Lehman  Brothers  Inc. 


schering-plough  s  PICKETT:  Concerned  that  a  narrow  R&D  focus  can  backfire 


als  for  each  new  drug,  according  to  a 
study  from  the  Pharmaceutical  Research 
&  Manufacturers  of  America  (phrma). 
And  the  number  of  patients  now  runs 
about  3,600,  up  from  1,600  just  15  years 
ago.  Overall,  the  congressional  Office  of 
Technology  Assessment  figures  it  now 
costs  an  average  $359  million  to  bring  a 
drug  to  market — including  overhead  and 
the  cost  of  projects  that  don't  pan  out. 
Even  as  the  need  for  innovation  intensi- 
fies, moreover,  price  discounting  is  cool- 
ing the  industry's  once-torrid  sales.  This 
year,  they  will  rise  only  about  7%,  to 
$84.8  billion,  vs.  a  nearly  18%  rise  just 
five  years  ago  (chart,  page  204). 


Partly,  that's  because  major  drugs 
with  combined  yearly  sales  of  $10  billion 
will  slip  off  patent  over  the  next  few 
years  to  face  new  competition  from 
cheaper  generics.  But  the  main  reason 
is  that  many  drugmakers  have  come  up 
short  in  the  labs.  "A  number  of  compa- 
nies are  suffering  from  not  having  excit- 
ing drugs  in  the  pipeline,"  says  Dr. 
Louis  Lasagna,  dean  of  the  Sackler 
School  at  Tufts  University  and  an  ex- 
pert on  drug  development.  Some  scien- 
tists say  the  shortfall  is  a  natural  lull  af- 
ter the  highly  productive  1980s.  Others 
blame  the  industry's  early  resistance 
to  biotechnology,  where  much  of  the 


leading-edge  academic  science  waj  fo- 
cused in  the  past  15  years.  In  any  ^se. 
many  drugmakers  staffed  their  lab:lrd 
chose  their  projects  mainly  to  rlcij 
low-risk  improvements  to  existed 
drugs — because  that  was  wherejhe 
easy  money  was.  Top-seller  Zanta<!fo] 
example,  is  a  me-too  version  of  Srlh- 
Kline's  breakthrough  Tagamet. 

Now,  however,  those  that  want  totor 
vive  will  have  to  do  better.  And  for  vs:. 
drugmakers  that  means  sharpening!)* 
focus  of  r&d.  At  Eli  Lilly  &  Co.'s  spiH 
ing  r&d  center  in  Indianapolis,  resem 
chief  Dr.  August  M.  Watanabe  is  pusfc 
to  make  his  scientists  more  produyt 
by  killing  projects  that  show  little  pB 
ise  or  that  are  behind  competitors',  jar-' 
year,  Watanabe,  a  cardiologist,  phfef 
out  hypertension  research,  slashed  a|o 
gram  in  the  well-tilled  pulmonary  fjfei 
and  cut  back  an  unproductive  viro| 
program.  Now,  Lilly  scientists  an 
cusing  on  such  wide-open  areas  as 
tral  nervous  system  ailments  and 
cer.  "We're  trying  to  work  on  unli 
medical  needs,  the  areas  that  are  hj 
est  to  treat,"  says  Watanabe. 
FOLK  remedies'.  Lilly  isn't  alone.  Z 
ca  Group  PLC,  the  British  drug  spirj 
of  Imperial  Chemical  Industries 
now  limits  its  researchers  to  6  th 
peutic  areas,  down  from  13  a  decade 
And  where  2  years  ago  researche 
Switzerland's  Ciba-Geigy  had  70  c 
pounds  under  investigation,  they've 
pared  the  list  by  half.  "You  have  t< 
very  careful  about  what  you  pic 
work  on,"  says  Dr.  Paul  A.  Friedn 
president  of  the  research  labs  at 
Pont  Merck  Pharmaceutical  Co. 

Nearly  as  unprecedented  at  m 
drugmakers  is  a  rising  desire  to  1 
beyond  their  own  labs — and  take 
partners  such  as  biotech  maveric 
smaller  drug  companies,  and  acade 
researchers.  Dr.  Jurgen  Drews,  pr 
dent  of  international  r&d  at  Roche  H 
ing  Ltd.,  tells  his  managers  that  "tl 
responsibility  is  not  to  make  the  bes 
what  they  have  but  to  get  what's  av 
able  the  world  over."  Even  Pfizer  I 
perhaps  the  healthiest  major  drugm 
er,  with  three  new  potential  billion-' 
lar  sellers  already  on  the  market,  i: 
censing  more  new  drugs  from  oti 
developers.  These  include  a  poten 
treatment  for  both  osteoporosis 
breast  cancer  from  a  small  German  ci 
pany.  "No  matter  how  big  an  r&d  b 
get  you  have,  you  can't  manage  it 
internally,"  adds  George  Poste,  resea 
chief  at  SmithKline. 

Some  drugmakers  are  going  far  afii 
Among  Lilly's  20  collaborative  ventu 
is  a  deal  with  Shaman  Pharmaceutic 
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\  Drug  discovery  remains  a  painstaking 
"  process.  Only  a  tiny  fraction  of  all  the 
compounds  investigated  work 


Inc.,  a  South  San  Francisco  company 
whose  investigators  comb  the  world's 
rain  forests  in  search  of  folk  remedies. 
"They  take  the  plants  found  by  medi- 
cine men  or  witch  doctors  and  try  to 
identify  what  is  the  active  ingredient." 
says  Watanabe.  Lilly  scientists  hope  that 
they  will  find  potent  antifungal  agents 
this  way. 

The  major  drugmakers  are  now  in- 
creasingly turning  to  biotech.  as  well. 
In  1990.  Switzerland-based  Roche  placed 
the  industry's  biggest  bet  so  far  by  pay- 
ing -S2.1  billion  for  a  60^  stake  in  Genen- 
tech.  later  boosting  the  stake  to  65^. 
The  prize  at  Genentech:  its  rich  prod- 
uct pipeline  and  two  profitable  drugs, 
human  growth  hormone  and  tpa,  for 
heart  attacks.  In  just  a  few  years,  ana- 
lysts say.  erythropoeitin  (EPO).  the  ane- 
mia and  dialysis  drug  jointly  developed 
by  Johnson  &  Johnson  and  biotech  inno- 
vator Amgen  Inc..  may  become  the 
world's  best-selling  medicine. 


The  big  drugmakers  have  to  pick  their 
partners  and  projects  carefully,  howev- 
er, since  cutting-edge  efforts  have  high 
failure  rates.  Lilly  paid  S100  million  for 
the  rights  to  a  septic-shock  treatment, 
Centoxin.  that  ultimately  fizzled  for  its 
biotech  developer.  Centocor  Inc.  in  Mal- 
vern. Pa.  As  a  consolation  prize.  Lilly 
now  has  the  rights  to  Centocor's  ReoPro. 
a  forthcoming  medicine  to  prevent  blood 
clots  that  can  occur  after  angioplasty. 
moving  MOLECULES.  Beside?  striking 
such  alliances,  mainstream  drugmakers 
are  also  doing  more  biotech  research  in 
house.  If  all  the  biotech  scientists  at 
Bristol-Myers  Squibb  were  counted  as  a 
unit,  "we'd  be  the  second-biggest  bio- 
tech company  in  the  world."  claims  p.&d 
chief  Rosenberg.  But  these  are  high- 
risk  efforts,  too.  Bristol  scientists  are 
now  cooling  on  a  much-ballyhooed  can- 
cer treatment  they  developed  that 
hitched  traditional  chemicals  to  monoclo- 
nal antibodies  to  produce  a  more  pre- 


cisely targeted  medicine.  The 
worked  well  in  animals  but  hasn't 
so  yet  in  people. 

Drugmakers  now  have  far  b 
tools  to  speed  their  searches  for  pi 
compounds  that  can  stop  diseases  a 
molecular  level.  At  DuPont  Merc; 
many  other  drugmakers'  labs,  scie 
don  specialized  glasses  to  view 
colored  three-dimensional  models  0: 
teins  involved  in  everything  from 
to  stroke.  They  manipulate  the  imj 
to  tailor-make  molecules  that  can 
disease-causing  cells  from  reprodua 
Such  modeling  techniques,  together  I 
lab  robots  that  mix  chemicals  and 
ease  cells  round  the  clock  to  find  a<j 
drugs,  are  vastly  simplifying  once  <j 
bersome  screening  efforts. 

Still,  drug  discovery  remains  a  pa 
taking  and  seldom  successful  task, 
even-  5,003  compounds  researchers 
at.  perhaps  one  becomes  a  market 
drug,  according  to  php.ma  estima 
"It's  not  at  all  unusual  for  medic 
chemists  to  spend  entire  careers  in 
pharmaceutical  industry  and  never  1 
their  name  associated  with  a  marki 
drug."  says  Stephen  L.  Brenner,  se: 
director  of  physical  sciences  at  Dul 
Merck. 
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S  FRIEDMAN:  "You  have  to  be  very  careful  about  what  you  pick  to  work  on" 


may  become  even  truer  as  regu- 
become  more  picky.  While  the 
5  Drug  Administration  has  been 
pressure  to  shorten  approval 
it  is  growing  reluctant  to  0.  K. 
Dased  just  on  demonstrations  of 
ial  effect,  such  as  lowering  blood 
re  or  cholesterol.  Regulators  ac- 
such  "surrogate  markers"  of  ef- 
ness  when  cholesterol-reducers 


debuted  in  the  mid-1980s.  But  they're 
beginning  to  require  stronger  proof  in 
new  applications  for  such  drugs.  The 
fda  wants  evidence  that  these  reduce 
heart  attacks. 

Some  researchers  lament  that  tight- 
er regulation  limits  chances  for  unex- 
pected breakthroughs.  In  the  1950s,  a 
Swiss  psychiatrist  was  disappointed 
that  an  experimental  Ciba-Geigy  drug 


didn't  work  on  schizophrenics,  but  he 
subsequently  found  that  it  worked  on 
people  suffering  depression.  The  compa- 
ny broadened  its  clinical  studies  and 
had  the  drug,  Tofranil,  on  the  market  in 
three  years.  Today's  stringent  proce- 
dures would  make  it  harder  to  shift  di- 
rections so  quickly.  "The  regulation  of 
clinical  trials  has  become  such  that 
there  isn't  much  room  for  clinical  seren- 
dipity anymore,"  complains  Dr.  Solo- 
mon H.  Snyder,  director  of  neurosci- 
ence  at  Johns  Hopkins  University's 
School  of  Medicine. 

TAKING  NO  CHANCES.  Indeed,  the  drug- 
makers  will  have  to  be  careful  that 
their  new,  tightly  focused  R&D  strategy 
doesn't  backfire.  "You  must  give  peo- 
ple the  opportunity  in  the  laboratory 
to  use  their  own  judgments  and  in- 
stincts, and  the  serendipity  will  come," 
says  Cecil  B.  Pickett,  executive  vice- 
president  at  Schering-Plough 's  research 
institute.  Drugmakers  who  don't  give 
their  scientists  that  kind  of  chance — 
and  who  don't  turn  out  big  new  medi- 
cines— may  find  themselves  on  the 
short  end  of  a  merger  with  a  rival  who 
sees  innovation  as  the  only  sure  ticket 
to  success. 

By  Joseph  Weber  in  Philadelphia, 
with  John  Carey  in  Washington,  Joan 
O'C.  Hamilton  in  San  Francisco,  and 
Julia  Fly  mi  in  London 
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INTELLECTUAL  PROPERTY 


HALTING  HIGHWAY  ROBBERY 
ON  THE  INTERNET 

It  will  take  crafty  codes  to  curb  theft  of  copyright  material 


Given  the  explosive  growth  of  the 
Internet,  data  jockeys  on  the  In- 
formation Superhighway  should 
soon  be  able  to  retrieve  almost  anything 
stored  on  a  computer  anywhere.  Or  will 
they?  Many  experts  foresee  an  era 
where  most  of  the  world's  accumulated 
knowledge  will  be  available  via  the 
Internet.  But  such  visions  could  founder 
on  a  nettlesome  practicality:  Unless  the 
creators  of  information  "have  confidence 
that  their  products  are  not  going  to  be 
expropriated,"  the  wired  world  could 
develop  a  short  circuit,  says  Bruce  A. 
Lehman,  commissioner  of  the  U.  S.  Pat- 
ent &  Trademark  Office. 

Today,  such  assurance  is  sorely  lack- 
ing. The  scale  of  potential  copyright  vi- 
olations in  a  digital  age  vastly  surpass- 
es the  damage  that  can  be  inflicted  with 
a  photocopy  machine.  Anyone  with  a 
computer  can  make  and  distribute 
countless  copies  of  anything  digital,  be 
it  a  book,  a  TV  or  computer  program,  or 
a  piece  of  music.  Even  worse,  the  digi- 
tal version  can  be  sent  to  a  bulletin 
board  system  (BBS)  for  "downloading" 
by  anyone  with  a  modem.  The  Record- 
ing Industry  Association  of  America 
( R I A  A )  has  spotted  several  bulletin 
boards  where  copyright  music  is  freely 
available.  And  it  worries  even  more 
about  the  Internet,  which  can  distrib- 
ute documents  to  millions  of  people.  Re- 
marked riaa  General  Counsel  David 
E.  Leibowitz  during  a  panel  discussion 
at  the  June  Consumer  Electronics 
Show  in  Chicago:  The  Internet  "seems 
uncontrollable." 

PROTOTYPE.  Maybe  not.  Several  new 
research  efforts  are  aimed  at  curbing 
copyright  violations — and  later  this 
month,  the  first  field  test  of  a  prototype 
Electronic  Copyright  Management  Sys- 
tem will  start  at  the  University  of  Illi- 
nois. The  system  is  being  developed  by 
the  Corporation  for  National  Research 
Initiatives  (CN'Rl),  a  nonprofit  outfit  in 
Reston,  Va..  the  Library  of  Congress, 
and  the  Defense  Dept.'s  Advanced  Re- 
search Projects  Agency  (arpa). 

The  digital  copyright  system  will  use 
encryption — up  to  a  point.  Turning  com- 
puter files  into  essentially  unbreakable 


codes  would  guarantee  protection,  of 
course.  But  it  would  also  defeat  the  pur- 
pose of  on-line  information:  to  make  it 
possible  to  quickly  sift  vast  storehouses 
of  knowledge.  Robert  E.  Kahn  says  he 
has  been  mulling  this  dilemma  for  a 
decade.  "I  founded  cnri  in  1986  to  tack- 
le the  things  that  would  foster  a  cohe- 
sive information  infrastructure." 


KAHN:  CUTTING  A 
CRYPTOGRAPHIC  KEY 


key  to  decode  the  document.  The 
could  depend  on  what  the  buyer  wa| 
from  one-time  personal  rights  to  aa 
restricted  license.  "We're  still  won 
on  this,"  says  Garrett.  When  it's  fina 
next  spring,  a  cypher  could  be  hiddj 
the  document,  identifying  its  owneq 
the  buyer.  Thus,  if  the  informs 
should  leak  onto  a  BBS,  it  would  be  I 
sible  to  nail  the  offending  party.  "WJ 
even  imagine  an  embedded  cypher  I 
contains  a  program  to  prevent  unauj 
ized  use,"  he  adds.  If  a  person  purchl 
one-time  rights,  the  document  wl 
turn  into  gibberish  when  transmi] 
via  electronic  mail. 
DIGITAL  debits.  This  copyright  manj 
ment  system  is  just  a  foundation, 
Kahn.  It  has  been  designed  "to  end 
age  diversity"  in  add-on  technoloJ 
For  example,  Carnegie  Mellon  Uni] 
sity  will  soon  unveil  the 
Bill  system  developed  by 
puter  scientists  Douglas  Tj 
and  Marvin  Sirbu.  One  ol 
goals  is  to  trim  transacl 
costs  to  a  fraction  of  a  cj 
This  is  important,  says  Tjj 
"because  we  think  a  lot  of  < 
tronic  information  will  cost| 
than  $1."  With  NetBill, 
tomers  will  use  money  the] 
deposited  against  future  sj 
ping  sprees,  rather  than  co| 
er  credit  cards. 

The  University  of  Illij 
will  test  cnri's  technology 
part  of  a  .$24  million,  six- 
versity  initiative  in  digits 
braries  recently  launchec 
the  National  Science  Fouil 
tion,  arpa,  and  NASA.  LI 


ONE  SOLUTION 


A  cypher  could  be  hidden  in  th< 
document,  identifying  owner  and  buyer.  If  the 
information  should  leak  onto  a  bulletin  board, 
would  be  possible  to  nail  the  offending  party 


Kahn's  system  will  preserve  the  abil- 
ity to  do  on-line  searches  by  automatical- 
ly generating  plain-text  descriptions  and 
subject  categories  when  documents  are 
deposited  electronically  with  the  Libraiy 
of  Congress  before  being  stored  on  var- 
ious computers  around  the  world.  It  will 
handle  information  in  any  form,  says 
John  Garrett,  CNRl's  director  of  infor- 
mation resources.  "So  you'll  deposit  one 
complete  digital  object"  when  register- 
ing a  multimedia  presentation. 

To  buy  protected  information,  a  cus- 
tomer would  purchase  a  cryptographic- 


month,  Kahn  went  to  Illinois  to  givel 
first  major  colloquium  on  the  digl 
copyright  system.  "My  reaction  was, 
doing  it  again,"  says  Charles  E.  Catll 
associate  director  of  Illinois'  Natio] 
Center  for  Supercomputing  Applicatil 
and  a  cryptography  expert.  Kahn  | 
the  chief  architect  of  the  ARPAnet  in  I 
1970s  and  the  Internet  in  the  19fl 
Since  he,  perhaps  more  than  any  otl 
person,  has  precipitated  the  crisis  inl 
tellectual  property,  it's  fitting  that] 
should  help  solve  the  problem. 

By  Otis  Port  in  New  Y| 


212  BUSINESS  WEEK  /  OCTOBER  17,  1994 


Which  printers  see  thing 


Insist  on  printers  that  use  genuine  Adobe"  PostScript "  software.  Its  your  assurance  that  whatever  you  create  will 
print  out  exactly  the  way  you  expect  it  to,  now  and  in  the  future.  In  a  world  where  technology  changes  by  the 
minute,  Adobe  PostScript  software  is  the  one  constant  technology  that  over  50  major  printer  manufacturers  swear  by 
That's  why  Adobe  PostScript  software  is  available  in  hundreds  of  devices,  assuring  the  highest  quality  possible 

Set  Your  Sights  On  Genuine  Adobe  PostScript  Devices: 


Adobe,  the  Adobe  li  «k>,  PostScript,  the  PostScript  logo  and  tagline,  "It s  not  just 
printing,  it's  Adobe  PostScript  printing"  are  trademarks  of  Adobe  Systems  Incorporated 
which  may  be  registered  in  certain  jurisdictions.  All  orher  brand  and  product  names  are  trademarks 
or  registered  trademark.-  of  their  respective  holders.  ©1994  Adobe  Systems  incorporated.  All  rights  reserved. 


PRECISELY  AS  YOU  D0 1 


whether  you're  printing  from  DOS,  Windows",  OS/2*,  Macintosh'  or  UNIX".  Adobe  PostScript  software  is  also  the 
industry  standard  for  the  highest  quality  fax  and  color  output.  And  since  all  Adobe  PostScript  output  devices  are 
compatible,  they  can  be  seamlessly  mixed  in  any  environment.  Keep  your  focus  sharp.  Make  sure  your  next  printer  is 
an  Adobe  PostScript  Printer.  For  a  free  guide  on  how  to  choose  a  printer,  call  1-800-521-1976,  Dept.  K,  Ext  4306. 


Black-and-white,  Color,  Network  and  Fax  Printers. 


It'  S  NOT  JUST  PRINTING,  It's  ADOBE  POSTSCRIPT  PRINTING.  Adobe 


Special 
Delivery. 


Ill  I 


At  BusinessWeek,  one  of  the  world's 
preeminent  business  magazines,  it  means 
celebrating  65  years  of  publishing  serious, 
intelligent,  timely  information  for  business 
people  all  over  the 
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»  BY  NEIL  GROSS 
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whole  images  of  light, 
of  processing  streams 
trons  in  sequence, 
e  University  of  South- 
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professor  Randall  J. 
md  postdoctoral  stu- 
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pproach,  reported  in 
it.  22  issue  of  Nature. 
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A  SEARCH  FOR  CURES  IN  RANDOM  PLACES 

RATIONAL  DRUG  DESIGN,  STEP  ASIDE:  IRRATIONAL  DRUG 

design  is  here.  The  idea  of  this  new  field  is  to  generate 
billions  of  diverse  snippets  of  dna,  rna,  proteins,  or  oth- 
er organic  molecules  at  random,  then  see  which  do  best 
at,  say,  fitting  into  a  receptor.  Top  candidates  are  repro- 
duced with  mutations,  and  the  screening  is  repeated. 
It's  a  sped-up  version  of  natural  selection. 

The  approach  is  attracting  some  top  biotech  brains.  In 
August,  a  band  of  research  institutions  and  companies 
quietly  formed  the  nonprofit  Diversity  Biotechnology 
Consortium  to  further  the  use  of  this  technique,  called 
molecular  diversity,  in  studying  molecular  function  and 
treating  disease.  The  consortium's  first  president  is  Stu- 
art A.  Kauffman,  a  biochemist  at  Santa  Fe  Institute. 

The  same  statistical  tools  that  screen  synthetic  mole- 
cules can  be  used  to  study  mutating  viruses.  A  team  led 
by  Los  Alamos  National  Laboratory — one  of  the  consor- 
tium founders — generated  the  graph  above.  According  to 
researcher  Alan  S.  Lapedes  of  Los  Alamos,  it  shows  cor- 
relations between  mutations  in  different  sections  of  hiv's 
envelope  protein.  Tall  red  bars  indicate  strong  correla- 
tions— useful  information  in  designing  a  vaccine. 


THIS  DRUG  MAYBE 
A  STOP  SIGNAL 
FOR  RUNNY  NOSES 

FOR  AN  ILLNESS  WITH  NO 

cure,  the  common  cold  is  sur- 
prisingly well  understood. 
During  a  typical  infection, 
large  quantities  of  white 
blood  cells  known  as  polymor- 
phonuclear leukocytes  mi- 
grate to  the  mucous  mem- 
brane in  the  nose.  That, 
according  to  researcher  Ron- 
ald B.  Turner  at  the  Medical 
University  of  South  Carolina 
in  Charleston,  triggers  a  cas- 
cade of  responses  from  the 
host — including  headaches 
and  fevers. 

Blocking  the  first  step  in 
the  cascade  could  avert  the 
whole  chain  of  miseries.  Turn- 
er discovered  that  pentoxifyl- 
line, a  drug  prescribed  for 
certain  vascular  diseases,  par- 
tially inhibits  the  production 
of  a  protein  called  Interleu- 
kin-8,  which  the  body  makes 
in  response  to  cold  virus  in- 
fections and  which  seems  to 
attract  the  white  blood  cells 
to  the  nasal  mucosa.  If  there 
is  no  IL-8,  Turner  reasons, 
there  will  be  no  runny  nose. 
Administered  orally,  pentox- 
ifylline has  no  serious  side  ef- 
fects, but  a  nasal  spray  may 
be  a  different  matter.  Turner 
hopes  to  begin  human  tests 
by  mid- 1995. 


TUNING  INTO  A  MYSTERY  FROM  DEEP  SPACE 


HOW  MUCH  "DARK  MATTER" 

is  hidden  in  outer  space?  It's 
one  of  the  universe's  deep- 
est mysteries.  Dark  matter 
can't  be  observed,  astro- 
physicists theorize,  because 
it  consists  mainly  of  atomic 
particles  unknown  on  earth. 
And  yet,  current  theories 
concerning  the  creation  of 
elements  and  the  formation 
of  galaxies  hinge  on  the 
matter's  existence. 

The  hunt  for  this  missing 
matter  may  soon  get  a 
boost.  Physicists  at  two 


French  universities 
Paris-South  and 
Pierre  &  Marie 
Curie,  are 
working  on  a 
new  tool  for 
"listening"  to 
the  collisions 
of  dark  and 
ordinary  mat- 
ter. Called  a 
saser,  it  works  on 
the  same  principle  as  a 
laser,  but  it  amplifies  sound 
instead  of  light.  To  prevent 
the  saser  from  picking  up 


ambient  sounds  on  earth,  re- 
search team  leaders  Jean- 
Yves  Prieur  and  Mar- 
¥      tin  Devaud  say  the 
2-cm-long  rod  of 
pure  silica  must 
be  cooled  al- 
most to  abso- 
lute zero 
M59.7F).  Now, 
the  saser  is  four 
times  as  sensitive 
as  the  sound  ampli- 
fiers used  in  physics 
labs.  Next,  by  adding  some 
special  chips,  the  instrument 
could  become  a  true  match 
for  the  music  of  the  spheres. 


Finance 


BANKING 


TWILIGHT  OF 
A  BANK  BONANZA 

Selling  services  looked  good  until  banks  began  price  wars 


Does  commercial  banking  have  a  fu- 
ture? For  years,  banks'  core  lend- 
ing-and-deposit  business  has  been 
seriously  eroded  by  nonbank  competi- 
tors. Bankers  now  feel  they  have  identi- 
fied a  Holy  Grail  that  will  be  the  key  to 
their  salvation.  They  are  aggressively 
pursuing  such  businesses  as  mutual 
funds,  cash  management,  and  investment 
banking  that  produce  fee  income  with, 
they  hope,  high  profit  margins. 

That  hope  may  be  empty.  Many  of  the 
biggest  fee  businesses  are  becoming 
fiercely  competitive  as  banks  push  into 
already-crowded  markets.  Treacherous 
capital  markets  and  rising  interest  rates 
make  matters  worse.  True,  fee  income  is 
still  healthy  at  many  banks.  But  increas- 
ingly, banks  grabbing  at  fee  income  will 
find  it  less  a  Holy  Grail  than  a  will-o'- 
the-wisp.  "Banks  are  saying,  'We  want 
fee  income,  we  want  fee  income,'  but 
they're  discovering  it's  no  panacea,"  says 
Seamus  P.  McMahon,  a  vice  president 
at  Booz,  Allen  &  Hamilton  Inc.,  who  spe- 
cializes in  consumer  banking. 

Most  banks  are  still  raking  in  hand- 
some profits,  thanks  to  unusually  wide 
spreads  between  funding  costs  and  loan 
and  bond  rates.  Over  time,  though,  those 
spreads  will  shrink.  And  few  banks,  as  it 
happens,  are  making  big  strides  in  in- 
venting proprietary  products  where 
they  could  set  prices.  If  fee  businesses 
remain  intensely  competitive,  banks 
may  be  forced  to  slash  costs,  develop 
new  businesses,  and  reinvent  them- 
selves drastically  to  survive. 


The  appeal  of  fee  income  is  clear:  In 
contrast  to  lending,  where  bankers  must 
always  worry  about  getting  their  mon- 
ey back,  fees  are  relatively  low-risk.  But 
the  main  problem  with  fee  businesses 
is  that  many  of  them  are  commodities. 
In  the  businesses  banks  are  focusing  on, 
customers  tend  to  grab  the  lowest  pos- 
sible price.  "All  the  banks  rush  into  a 
business  when  they  see  high  margins," 
says  Livia  S.  Asher,  a  banking  analyst  at 
Merrill,  Lynch  &  Co.  "Unfortunately, 
they  then  compete  on  price  and  reduce 
the  profitability." 

STRAPPED  FOR  CASH.  That  process  is 
well  under  way.  Consider  cash  manage- 
ment and  custody,  the  back-office  busi- 
nesses of  processing  transactions  and 
transporting  funds.  Cash  management 
is  rapidly  becoming  a  commodity.  A 
new  study  by  consultant  Ernst  & 
Young  predicts  that  cash-management 
revenues  will  grow  just  6.25%  in  1994, 
down  from  7%  in  1993,  and  that  reve- 
nue growth  for  the  top  managers  will 
grow  just  4.5%. 

A  few  banks  with  large  market 
shares  still  book  respectable  profits.  At 
Chase  Manhattan  Corp.,  for  example, 
Deborah  L.  Talbot,  executive  vice-pres- 
ident in  charge  of  cash  management, 
says  the  bank  is  expanding  its  business 
overseas,  where  margins  are  wider.  But 
clients'  losses  in  this  year's  difficult  glo- 
bal markets  have  constrained  growth 
in  funds  under  management,  which  is 
further  constraining  all  cash  managers' 
fee  income. 


The  custody  business  is  no 
Boston-based  State  Street  Bank  &  T» 
Co.  stunned  rivals  when  it  bid  a  f 
tion  of  others'  offers  to  get  the  cusl 
business  of  the  California  Public 
ployees'  Retirement  System,  but 
such  price-cutting  is  almost  rout 
What's  more,  Wall  Street  firms  are  ] 
ing  inroads.  Morgan  Stanley  &  Co, 
quadrupled  its  custody  assets  in  the 
two  years,  says  Managing  Dire 
Frederick  R.  Walsh  Jr. 

The  credit-card  business  is  star 
to  come  under  pressure,  too.  Banks  1 
long  enjoyed  outsized  returns  on  t 
credit-card  portfolios,  in  part  from  c: 
it-card  fees.  Return  on  assets  (roa)  < 
?/k  has  not  been  uncommon,  while  n 


Fatal  Delusion? 


How  banks'  efforts  to  boost  fee  income  could  founder:  Most  fee  generation 
businesses  are  becoming  hotly  competitive  and  tend  to  have  relatively  low  profit 


GREDIT  CARDS 

Facing  an  overcrowded 
market,  some  banks  are 
all  but  giving  away  the 
store:  rates  below  7%,  no 
annual  fee,  bonuses  for 
transferring  balances. 


MUTUAL  FUNDS 

Banks  have  spent  heavily 
to  enter  the  business.  But 
treacherous  markets  and 
intense  regulatory  scru- 
tiny are  making  it  hard  to 
offset  startup  costs. 


CASH  MANAGEMENT 

As  the  service  becomes  a 
commodity,  banks  are  put- 
ting in  ever  lower  bids  for 
new  business.  Corporate 
treasurers  are  pushing 
banks  to  lower  fees. 


INVESTMENT  BANKING 

Merger  activity  is  high,  bu 
advisory  fees  are  thin, 
thanks  to  heavy  competi 
tion.  In  trading,  difficult 
markets  are  making  it  har 
er  for  new  players. 
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If  fee  business 
remains  fierce, 
banks  could  be 
forced  to  slash 
costs — and 
even  reinvent 
themselves 


growth  dynamics." 

The  same  is  true  for 
the  mutual-fund  busi- 
ness. Banks  are  still 
rushing  into  mutual- 
fund  sales.  But  with 
stock  and  bond  markets 
turning  in  decidedly 
mixed  performances, 
customers  have  become 
skittish — particularly 
customers  who  are  con- 
sidering buying  funds 
at  their  bank,  since 
they  tend  to  be  rela- 
tively conservative  in- 
vestors. And  most 
bank-fund  operations  lack  the  econo- 
mies of  scale  enjoyed  by  major  non- 
bank  fund  groups.  Only  the  very  larg- 
est bank  mutual-fund  operations  are 
making  money  day-to-day,  says  Booz 
Allen's  McMahon.  And  "If  you  count- 
ed startup  costs  and  amortized  them, 
probably  none  of  the  bank  mutual-fund 
operations  are  profitable." 
MONEY,  MONEY,  MONEY.  In  search  of 
higher  profits,  many  banks  have  been 
buying  mortgage-banking  operations, 
elbowing  into  the  business  of  making 
and  servicing  mortgage  loans.  But  with 
interest  rates  rising,  there  are  far  few- 


er mortgage  loans  to  be  made — and  that 
means  fewer  origination  fees.  Moreover, 
mortgage  banking  is  a  low-margin  com- 
modity business  where  borrowers  have 
little  brand  loyalty  and  shop  almost  en- 
tirely on  the  basis  of  price.  Banks  that 
service  large  mortgage  portfolios  enjoy 
respectable  profits.  But  earnings  are 
anemic  for  smaller  players  that  lack 
scale  economies.  Notes  Carole  S.  Berger, 
a  bank  analyst  at  Salomon  Brothers  Inc.: 
"I  wouldn't  start  a  mortgage-banking 
operation  today." 

Even  fees  for  checking  accounts  are 
coming  under  fire.  Consumer  advocacy 
groups  such  as  the  U.  S.  Public  Inter- 
est Research  Group  (uspirg)  and  the 
Consumer  Federation  of  America  are 
publishing  reports  blasting  high  fees, 
and  there  have  even  been  congression- 
al hearings  to  address  the  issue.  Says 
Edmund  M.  Mierzwinski,  consumer  pro- 
gram director  at  uspirg:  "Banks  have 
a  strategy  to  increase  fee  income,  and  I 
don't  think  it's  necessarily  fair  to  consu- 
mers." Many  banks  are  now  wary  of  hik- 
ing account  fees  any  higher  for  fear  of  a 
consumer  backlash.  In  June  the  groups 
even  asked  the  Justice  Dept.  to  investi- 
gate whether  banks  are  violating  anti- 
trust laws  when  they  set  fees.  The  Jus- 
tice Dept.  says  only  that  it  is 
investigating  certain  bank  practices. 
PIECE  OF  THE  PIE.  What  makes  the  rush 
to  fees  particularly  troubling  is  that 
nonbank  rivals  are  invading  banks'  core 
businesses  while  the  banks  are  busy 
investing  in  mutual  funds  and  the  like. 
Merrill  Lynch,  Lehman  Brothers,  and 
CS  First  Boston  have  all  hired  high- 
level  commercial  bankers  to  help  them 
build  up  lending  businesses.  These 
firms  already  have  a  leg  up  on  banks 
in  providing  other  forms  of  financing,  so 
offering  loans  as  yet  another  financing 
product  will  likely  be  a  natural  for 
them — and  it  will  be  a  natural  for  their 
clients  to  buy  from  them  instead  of 
their  commercial  banker.  Jack  Yang,  a 
Merrill  director,  who  moved  there  from 
Chemical  Banking  Corp.  in  June,  says: 
"We  have  an  opportunity  to  be  involved 
with  a  transaction  sooner  than  most 
banks  because  Merrill  can  take  an  advi- 
sory role." 

Certainly,  a  few  fee  businesses  are 
still  attractive.  Banks  selling  newer 
products  such  as  retirement-plan  man- 
agement, for  example,  are  seeing 
healthy  profit  growth.  And  the  biggest 
players  and  those  with  the  lowest  costs 
may  be  able  to  withstand  much  of  the 
pricing  pressure.  But  most  banks  chas- 
ing fee  income  would  do  well  to  remem- 
ber the  old  adage  about  free  lunches.  In 
fact,  they  would  be  better  off  making 
sure  no  one  is  eating  theirs. 

By  Kelley  Holland  in  Neiv  York,  with 
Richard  A.  Melcher  in  Chicago 
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ONCE  AGAIN, 

IT'S  REAL  ESTATE  A-GO-GO 

Commercial  properties  are  hot.  Maybe  a  little  too  hot 


When  T.  Gregory  Kraus  bid  over 
$100  million  for  an  upscale  shop- 
ping mall  outside  Phoenix  last 
month,  he  thought  the  offer  was  "tre- 
mendously aggressive."  But  he  and  his 
pension-fund  clients  didn't  even  come 
close.  Another  bidder,  he  was  told,  bid 
$10  million  more  for  the  property.  "We 
were  just  left  scratching  our  heads,"  he 
laments. 

Hang  on  to  your  wallets:  Commercial 
real  estate  is  back.  At  a  rate  that  was 
unexpected  even  a  year  or  two  ago, 
when  the  real  estate  market  began  its 
comeback,  investors  are  flooding  the 
once-comatose  market  with  dollars.  Pen- 
sion funds  are  hunting  for  properties  to 
buy  and  tiptoeing  into  the  mortgage 
business.  Banks  and  insurance  compa- 
nies are  tripping  over  themselves  to 
lend  to  borrowers  (chart).  Even  Hong 
Kong  and  Japanese  institutions,  which 
were  burned  in  the  '80s,  are 
testing  the  waters. 

All  of  this  activity  is  raising 
fears  of  a  return  of  the  down- 
side of  the  good  old  days — a  bid- 
ding frenzy  that  will  come  back 
to  haunt  investors  and  lenders. 
"It's  too  much  too  fast,"  warns 
Carl  H.  Kane,  a  managing  direc- 
tor at  real  estate  accounting 
firm  Kenneth  Leventhal  &  Co. 

With  an  expanding  economy, 
and  with  little  new  construction 
under  way,  office,  warehouse, 


and  apartment  properties  are  hauling 
in  the  "For  Rent"  signs.  Meanwhile, 
banks  and  insurance  companies  are  flush 
with  capital  that  they  want  to  lend  to 
property  owners  and  buyers. 

So  even  as  mortgage  rates  climb,  the 
spreads  on  commercial  real  estate 
loans — the  difference  between  the  rate 
paid  by  the  borrower  and  the  rate  on  a 
Treasury  security  of  comparable  matur- 
ity— are  narrowing.  But  they  remain 
much  wider  than  spreads  on  many  oth- 
er fixed-income  investments,  so  it  is  still 
an  enticing  business  for  lenders.  Intense 
competition  is  increasingly  visible  every- 
where in  real  estate,  but  the  biggest  im- 
pact is  in  three  areas: 
■  REAL  ESTATE  PRICES.  Signs  of  warming 
market  prices,  and  declining  vacancies, 
are  everywhere.  Apartment  buildings  in 
such  markets  as  Atlanta  and  Austin, 
Tex.,  are  priced  at  over  90%  of  their  his- 


AS  OFFICE  VACANCIES 
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...BIG  INVESTORS  RUSH 
BACK  INTO  REAL  ESTATE 


'88  '89  '90  '91  '92  '93  I  II 
▲  PERCENT  '94 

DATA:  CB  COMMERCIAL  REAL  ESTATE  GROUP  INC 


COMMERCIAL  MORTGAGE  LENDING 
BY  MAJOR  LIFE  INSURERS 
0  

'88  '89  '90  '91  '92  '93  '94 
A  BILLIONS  OF  DOLLARS  EST 

DATA:  AMERICAN  COUNCIL  OF  LIFE  INSURANCE  BW 


v^m  it  \Tm  in  -  t 

MALL  MANIA:  The  Fiesta  Mall  in  M 
Ariz.,  was  the  center  of  intense  bit 

torical  highs,  up  from  a  low  of  60% 
cently  as  1992  for  some  markets  ac 
ing  to  cb  Commercial  Real  Estate 
Inc.  In  midtown  Manhattan,  wher 
cancy  rates  climbed  from  the  singli 
its  in  the  early  '80s  to  an  excruci 
17.4%  in  1991,  the  number  is 
14.4% — the  lowest  in  four  years,  ac 
ing  to  Cushman  &  Wakefield. 

■  MORTGAGE  LENDING.  Meanwhile 
petition  is  driving  down  spreads 
tutions  are  offering  for  mortgage 
certain  properties,  such  as  apart 
buildings.  That  makes  it  easier  for 
rowers  to  find  good  deals — and  t 
for  lenders.  Just  ask  G.  Abbott  Da 
real  estate  investment  officer  wit! 
$40  billion  New  York  State  Teac 
Retirement  System.  In  April,  Davi 
on  a  loan  to  the  Fiesta  Mall  ou 
Phoenix,  offering  a  rate  of  1.3  perce: 
points  over  similar  treasuries.  He| 
the  deal  to  the  real  estate  arm  of 
dential  Insurance  Co.,  which  lent  rj 
than  $60  million  at  a  spread  of  abd 
point.  Such  cutthroat  bidding  is  pa 
the  course  nowadays.  "A  year  ago  t 
just  weren't  as  many  people  comiij 
the  table,"  observes  Davis. 

■  SECURITIZATION.  Nowhere  is 
scramble  for  deals  keener  than  in 
mortgage-backed  securities  busiij 

While  apartment  buildings 
to  a  lesser  extent,  shop] 
malls  have  been  the  main  f 
for  securitization  in  the  p 
dealmakers  are  now  pushing 
the  office  building  and  hotel 
tors.  As  these  properties  s 
signs  of  recovery,  investn 
bankers  are  finding  it  poss 
to  sell  securities  backed  by  tl 
assets.  So  there  were  no  ra 
eyebrows  when  Nomura  Se 
ities  International  Inc.  eaij 
this  year  securitized  pool 
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ou're  37,000  feet  over  the 
tlantic  and  you  wish  you 
Duld  sleep.  The  engines 
urn.  The  Mozart  lulls.  You 

>al  CA^ura    VAi  i  fool  tolron 


HP  Vectra  VL?  PC* 

HP  quality  in 
value-priced  PCs.  from 
SI, 049 


HP  Vectra  N2  PCs 

High-performance 

network-ready 
PCs  in  a  slimline 
package,  from 
SI. 429 


HP  Vectra  M?  PC* 

High-performance 
PCs  for  the  connected 
office,  from 
SI, 509 


HP  Vectra  XM2  PCs 

Exceptional  486 
performance  for 
advanced  business 
use,  from 
S2.069 


HP  Vectra  XI i  PC* 

The  ultimate  PCs 
for  advanced  business 
and  technical 
applications,  from 
$3,749 


HP  Vectra  Interactive  PCs 

Integrated  multimedia 
and  communications 
solutions  for 
business,  from 
SI, 559 


HP  offers  a  full  3-year 
warranty  on  all  PCs, 
including  1-year  on  site 
and  2-year  carry-in.' 
For  more  information,  call 
1-800-322-HPPC.  Ext.  8781 


H       E       W       L       E  T 


P      A       C  I 


ltd. 


Microsoft. 
WINDOWS  Krunswirti 

ready-torun  NetWare 


tide  hard  disk  dri 


Yoxire 
looking  at 
partnership 
in  a  whole 
new  light. 


If  you  have  PCs  on  a  network, 
hardware  and  software  compat- 
ibility is  undoubtedly  one  of 
your  biggest  concerns.  You 
need  to  know  who's  talking 
to  whom. 

And  you  can  start  by  talking 
to  Hewlett-Packard.  Together 
with  partners  like  Intel, 
Microsoft"'  Novell  and  others, 
we're  developing  technology 
that  ensures  true  compatibili- 
ty, across  the  board  and  across 
the  network.  So  your  PC  runs 
everything  it's  supposed  to, 
wherever  it's  supposed  to. 


Because  if  it 


doesn't  work  in 


your  environ- 


ment, it  doesn't 


-an 


work  at  all. 


HEWLETT" 
PACKARD 


FinanceQ 


loans  on  large  properties  that  included 
office  buildings  and  hotels. 

The  market  for  smaller  loans  is  be- 
coming even  more  crowded.  Such  lend- 
ers as  Bank  of  America,  which  set  up  a 
unit  nine  months  ago  to  make  commer- 
cial real  estate  loans  in  the  $1  million 
to  $7.5  million  category,  are  becoming 
aggressive  competitors.  And  the  number 
of  "conduits" — operations  set  up  by  Wall 
Street  firms  and  other  investors  to  pool 
and  securitize  commercial  loans  usually 
in  the  $1  million  to  $15  million  range — 
has  doubled  in  the  past  year  to  nearly 
four  dozen,  according  to  Leventhal's 
Kane. 

For  many  real  estate  financiers,  the 
market  will  only  get  tougher.  As  prop- 
erty values  continue  to  rise,  real  estate 
investment  trusts  and  other  acquirers 
will  find  cheap  deals  more  difficult  to 
come  by.  Rising  interest  rates  are  al- 
ready sparking  resistance  on  the  part  of 
some  borrowers.  This  less  friendly  en- 
vironment makes  it  likely  that  some 
firms  will  get  burned.  Conduit  opera- 
tors are  predicting  a  shakeout  in  that 
hotly  contested  business  as  institution- 
al lenders  return  and  regional  banks, 
such  as  First  Union  Corp.  and  Bank  of 
Boston  Corp.,  dive  into  the  securitiza- 
tion business  directly.  Already  some  of 
the  larger  Wall  Street  firms,  such  as 
Lehman  Brothers  Inc.  and  Bear, 
Stearns  &  Co.,  have  approached  a  num- 
ber of  smaller  conduits  about  buying 
their  loan  portfolios — which  may  not, 
by  themselves,  be  large  enough  to  sup- 
port a  securitization. 
build  OR  BUY?  Real  estate  professionals 
warn  that  as  vacancy  rates  drop  to  sin- 
gle digits  in  such  hot  markets  as  Salt 
Lake  City  and  Las  Vegas,  and  prices 
continue  to  climb,  it  may  become  cheap- 
er to  build  than  to  buy.  Even  without 
new  construction  that  could  disrupt  the 
market's  recovery,  some  loans  being 
made  today  may  prove  hazardous  for 
lenders  and  borrowers  alike.  "You  can 
get  a  loan  of  more  than  80%  of  the  val- 
ue of  a  property  today.  Those  are  risky 
loans,"  says  Michael  L.  Evans,  who 
heads  Ernst  &  Young's  real  estate  advi- 
sory group. 

It's  not  exactly  the  crazed  '80s — yet. 
But  some  experts  are  worried.  S. 
Michael  Lucash,  operations  chief  at  Ar- 
bor National  Commercial  Mortgage 
Corp.,  says  he  has  seen  banks  skimping 
on  appraisals  and  offering  below-mar- 
ket  interest  rates.  Seems  the  memories 
of  the  1980s  may  have  already  grown  a 
bit  too  dim. 

By  Amy  Barrett  in  Washington,  with 
Russell  Mitchell  in  San  Francisco  and 
David  Greising  in  Atlanta 


MONEY  MARKET  FUNDS 


PRIME  SUSPECT  IN 
THE  MONEY-MARKET  MURDEI 

GSC  may  have  dealt  Community  Bankers  the  fatal  blow 


LaPORTE:  GSC's  owner  exploited  an  apparent  loophole  in  SEC  regulations* 


The  collapse  of  Community  Bankers' 
U.  S.  Government  Money-Market 
Fund  on  Sept.  27  was  a  startling 
and  highly  unusual  event:  the  first  time 
a  money-market  fund  dropped  below  $1 
per  share.  The  apparent  reason  for  the 
collapse,  though,  seemed  all  too  familiar: 
Once  again,  investment  managers  had 
been  blinded  by  their  love  affair  with 
risky  derivatives. 

But  government  and  company  docu- 
ments and  other  sources 
suggest  that  there  may 
be  more  to  the  story. 
Many  of  the  exotic  se- 
curities whose  sharp  de- 
cline in  value  forced  the 
fund  to  close  down  may 
have  come  to  the  fund 
through  a  government- 
securities  dealer  with  a 
controversial  history: 
Houston-based  Govern- 
ment Securities  Corp.  of 
Texas,  a  subsidiary  of 
GSC  Group  Inc.  (BW— 


Community 
Bankers  says 
GSC  let  it  dally 
with  derivatives 

but  didn't 
explain  the  risks 


Dec.  6,  1993).  GSC  of  Texas  has  bei 
target  of  actions  by  several  state  ]| 
tors  and  has  been  sued  by  municil 
ficials  who  invested  in  its  prod 
common  thread  in  these  actions 
GSC  sold  derivative  products  to  uni! 
ticated  municipal  officials  wi 
spelling  out  potential  pitfalls.  J<| 
Backlund,  a  former  banker  who  rai! 
munity  Assets  Management  Inc. 
the  investment  adviser  to  the  G 
ment  Money-M 
Fund,  complained® 
interview  with  A 
can  Banker  thai 
hired  people  to  m 
our  money  and  gi 
volved  in  a  situ! 
where  the  risks  w 
explained." 

gsc  Group  had  i 
usual  relationship 
the  Government  IV© 
Market  Fund.  GSC 
tal  Corp.  of  Milw; 
another  subsidiary 


THINK 


SMALLER 


Just  because  we  think  small  doesn't  mean 
you  have  to.  Not  when  you  have  one  of 
the  world's  smallest  cellular  telephones, 
Ericsson's  Micro-Portable  Flipfone. 
Ericsson's  Micro-Portable  Flipfone  is 
easy  to  comfortably  carry  wherever  your 
business  may  take  you.  It  is  trim  and 
lightweight  in  size.  Yet  it  has  all  the 
features  you  have  come  to  expect.  Or 
want.  So  you'll  never  be  out  of  touch. 
Ericsson.  Making  life  a  little  easier. 


Cellular  Telephones  by  E RICSSON  ^ 
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GSC  continued  to  ply  its  exotic  wares— despite  a 
dubious  record.  That  raises  serious  regulatory  questiors 


Group,  was  an  adviser  to  the  fund  while 
gsc  of  Texas,  the  securities  dealer,  sold  it 
securities.  That  creates  an  incentive  for 
the  adviser  to  favor  the  dealer's  secur- 
ities. Securities  &  Exchange  Commis- 
sion rules  generally  bar  transactions  be- 
tween funds  and  affiliates  to  avoid 
self-dealing  and  other  abuses  that  can 
harm  investors. 

The  sec  is  looking  at  Community 
Bankers'  management  and  at  whether 
the  fund  should  have  steered  clear  of 
the  securities  that  forced  the  fund's  liq- 
uidation. When  it  shut  down,  43%  of  the 
fund's  $82.2  million  in  assets  were  exot- 
ic securities  such  as  derivatives,  well 
above  the  10%  limit  on  such  securities. 
"These  are  the  kinds  of  securities  that 
are  not  appropriate  for  money  funds," 
sec  Chairman  Arthur  Levitt  Jr.  told 
Congress  on  Sept.  27.  Ninety-four  in- 
stitutional investors,  nearly  all  commu- 
nity banks,  stand  to  lose  6(2  on  the  dol- 
lar of  their  investments.  Mark  Elste, 
president  of  GSC  Capital,  declined  to 
comment  and  referred  questions  to 
cam's  Backlund.  Backlund  declined  to 
respond  to  interview  requests  and  writ- 
ten questions. 

FIRST  BLOSSOM.  The  fund's  failure  jeop- 
ardizes a  groundbreaking  experiment 
in  investment  self-reliance  for  commu- 
nity banks.  It  started  in  1989,  with  a 
consortium  of  67  small  banks  that  owned 
cam.  The  banks  created  several  funds, 
including  the  institutional  fund  that 
went  under.  The  adviser  signed  up  more 
than  200  community  banks  in  22  states. 

Under  cam's  management,  the  Gov- 
ernment Money-Market  Fund  grew  to 
$70.7  million  in  assets  by  early  1992. 
Fund  records  show  it  did  a  lot  of  busi- 
ness with  gsc  of  Texas.  Since  Commu- 
nity Bankers  geared  up,  gsc  has  sold 
the  fund  more  than  $50  million  in  re- 
purchase agreements,  according  to  fund 
financial  statements.  Frank  J.  Klaus, 
gsc  executive  vice-president,  confirmed 
that  gsc  sold  cam  many  other  securities. 

When  the  Government  Money-Mar- 
ket Fund  slipped  in  assets  to  $64  million 
in  early  1993,  cam  started  looking  for  a 
subadviser  to  run  the  portfolio,  gsc  Cap- 
ital of  Milwaukee  wanted  the  job,  but 
it  apparently  perceived  a  problem.  It 
was  controlled  by  gsc  Group.  That  posed 
a  possible  conflict  under  the  sec's  strict 
rules  for  affiliate  transactions.  So  Chris- 
topher L.  LaPorte,  who  owns  GSC 
Group,  reorganized  the  Milwaukee  unit. 


In  late  January,  1993,  gsc  Group  reduced 
its  voting  stock  in  GSC  Capital  to  4.8%  of 
the  voting  stock — just  under  the  legal 
threshold  for  an  affiliate.  "We  did  it  to 
get  around  the  affiliate  trading  prohi- 
bition," confirms  Klaus. 

In  May,  1993,  cam  gave  the  job  to  GSC 
Capital,  an  investment  adviser  for  at 
least  three  funds.  After  the  new  advis- 
er took  over,  gsc  of  Texas  traded  only 
with  GSC  Capital,  rather  than  directly 
with  the  fund,  Klaus  claims.  He  adds 
that  GSC  Group  didn't  know  how  gsc 
Capital  allocated  the  securities  it  bought 
among  the  funds  it  ran. 

But  though  it  held  little  of  the  voting 
stock,  gsc  Group  held  a  half  ownership 


A  MONEY  FUND'S  DEMISE 


1  Q  Q  Q Community  Assets  Manage- 
It/O  t/ment  (CAM),  an  investment 
adviser  owned  by  a  consortium  of  small 
banks,  tormed  a  money-market  fund.  A 
big  supplier  of  securities  to  the  fund  is 
Government  Securities  Corp.  in  Texas,  a 
firm  with  a  history  of  regulatory  problems 
that  is  owned  by  GSC  Group. 

1  QQQGSC  gets  into  the  business  of 
lt/L/^managing  money-market 
funds  by  forming  GSC  Capital.  GSC  Group 
has  50%  ownership  and  voting  control  of 
the  new  adviser. 

1  QQQGSC  Capita' takes  over  man" 
l-t/ty  Oagement  of  the  money-market 

fund  from  CAM.  But  there's  a  hitch:  SEC 
regulations  bar  fund  managers  from  doing 
certain  business  with  affiliates.  But  GSC 
Group  finds  an  apparent  loophole.  It  re- 
duces its  voting  stock  in  GSC  Capital  to 
4.8% — just  under  the  threshold  for  an  af- 
filiate. But  GSC  Group  still  owns  half  the 
company  and  95%  of  its  nonvoting  stock. 

1  QQ/1GSC  Capital  buyS  3  lot  of 
JLt/t/Trrisky  securities  from  GSC  Se- 
curities, which  may  have  ended  up  in  the 
money  fund.  When  the  bond  market  col- 
lapses during  the  spring,  the  money  fund 
suffers  huge  losses  because  of  its  high 
percentage  of  risky  securities.  On  Sept. 
27,  the  money  fund  is  forced  into  liquida- 
tion. About  90  community  banks  stand  to 
lose  60  on  the  dollar. 
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and  controlled  95.2%  of  the  non 
stock.  In  a  company  newsletter  i: 
gsc  Group  continued  to  call  gsc 
an  "affiliate."  But,  says  Klaus,  "g: 
a  legal  opinion  on  file  from  counsel 
ing  that  after  the  reorganizatio 
unit  was  independent. 

At  first,  the  fund  blossomed 
GSC  Capital.  Assets  of  the  Gover: 
Money-Market  Fund  rose  to  $126 
by  early  1994,  and  it  ranked  amoi  | 
top  institutional  money-market  fu 
returns.  Yet  that  came  from  an  un 
ly  large  portfolio  of  exotic  secu 
called  government  agency  struc 
notes.  The  returns  on  these  seci 
fluctuate  by  complex  formulas  t: 
changes  in  interest  rates.  When  £ 
rose  sharply  this  spring,  the  sec 
tanked,  gsc  Capital,  which  by  th 
been  renamed  Prospect  Hill  Ad 
Inc.  following  adverse  publicity 
lawsuits  against  gsc  of  Texas,  w 
minated  as  adviser  on  July  31. 
HOT  ON  THE  TRAIL.  This  was  not  thH 
time  GSC  of  Texas  has  been  invohB 
controversy.  In  1982,  the  companjp 
suspended  by  the  Texas  Securities  9 
for  five  days  for  selling  securities  wfl 
registering  as  a  dealer.  In  1986,  th« 
nessee  Securities  Div.  forced  the  fiw 
disgorge  $65,000  in  profits  GSC  el 
when  it  was  not  properly  registeiH 
the  state.  The  company  settled  wiB 
admitting  or  denying  guilt.  In  1989,ir 
accused  gsc  of  selling  securities  wi 
being  registered,  gsc  registered  in 

Customers  have  been  hot  on 
trail,  too.  The  firm  was  sued  in  Olj 
1993  by  Sandusky  and  Portage  Co- 
over  derivatives  securities  that  weni| 
And  the  city  of  Bryan,  Tex.,  filed  ai 
suit  in  August  alleging  that  gsc  del 
ately  misled  it  about  the  maturitjl 
rating  of  derivatives  it  bought.  GS( 
tied  the  Sandusky  suit  and  is  negoti 
to  settle  the  others.  In  addition,  M 
sota  lawmakers  barred  local  go\ 
ments  from  buying  high-risk  seen 
after  several  counties  lost  money  c 
vestments  bought  from  GSC 

That  a  firm  with  gsc  of  Texas' 
record  was  able  to  continue  plyin 
exotic  wares  raises  serious  reguh 
questions.  Despite  the  current  wa 
deregulation,  the  Community  Barije 
debacle  suggests  that  mutual-funde 
ulation,  especially  rules  against  fe 
dealing,  ought  to  be  even  tigle 

By  Michael  Schroeder  in  Washing 


har  Business  Is  Helping  Y)urs 
Buy  What  Money  Cant 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  Wfien 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  you  re  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn 't  dream  of  to  provide 
due.  Like  helping  a  major  shipping  company  establish  a  distribution  netivork  to  ensure  adequate 
parts  availability.  Or  helping  a  leading  mortgage  company  make  housi  ng  more  affordable  for 
icome  families  and  dramatically  increasing  its  affordable  lending, 
t  GE  Capital,  were  24  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  deliv- 
products  and  services  that  help  make  your  dollar  xoorth  more  than  a  dollar.  If  you're  looking  for 
mart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital 

  Our  Business  Is  Helping  Yours ' 

AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING 
COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP  •  EMPLOYERS  REINSURANCE  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  ■  GNA  •  KIDDER,  PEABODY  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 


N 1929, 


McGraw-Hill 


Launched  The 


World's  First 


t0  Meet  H>e  Ne* 

■r  r.  ol  Business  ■ 
Tempo  01  " 


2 


"V  Announces^ 

B  0p  BUSINESS 

WA\  hereof  oe 

unde^e  titled 

,l  tV,e  Issue  °t 

u  3  cty^»-"sX---M-'-^ 


■ii*""*"  *  ,.  .n-""  "3 


,um  7!',,.        Ch^,«u  ,(_■ 

"'""Lnnl  ""v ■  ~*jon  ^  lbI  *Zl 


1  ,0  the  0EWl  th*,'    buuoeo-  givC      .  («ccx.t  «* 


Weekly  Business 


News  Publication. 


f^cG^-A    PUBLISH!^00  w^i.gB» 


HILL  POBLi  =  ""  vf^apo" 
Sit.  tBOW" 

Bolton 


Today,  With  Pride,  We  Salute  Business  Week 


For  More  Than  Six  Decades  Of 


Award-Winning  Business  Journalism. 


pability:  executive  programs 


MEET  THE  WIZARDS  OF 

i ^^jip flj j^jjf  ^^^^^^^  H  JHI ^Lb^^^^^i^^ 


include: 

E.  Compton 
n  of  the  Board  & 
ecutive  Officer 
fe  and  Casualty 

.  Butters 

',  North  America 

Network  Systems 

opher  Whittle 
n 

Zo  mmun  icatio  ns 


e  sponsors: 

Network  Systems 

&  Young 

e  Corporation 

tworks 

lr  Corporation 


The  Information  Revolution 

Communications  +  Hardware  +  Software  +  Management 
Corporate  IT  Strategies  for  the  Next  Stage 

Date:  October  31 -November  1,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


BOLD  ADVANCEMENTS  in  information 
technology  present  complex  challenges  for 
corporate  IT  executives — managing  the 
integration  and  operations  of  new  systems. 

Preparing  a  strategic  plan  is  crucial  to 
success.  Leading  the  way,  Business  Week 
presents  an  interactive  executive 
symposium,  The  Information  Revolution. 

For  senior-level  IT  executives,  technology 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors,  The 
Information  Revolution  is  an  important 
gathering.  This  high-profile  event  provides 


face-to-face  interaction  with  prominent 
industry  figures  and  corporate  IT  executives 
from  across  the  country. 

Don't  miss  this  opportunity  to  gain  solid 
IT  management  strategies  and  make 
direct  contact  with  industry  leaders. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


for  The  Information  Revolution  con- 
11  the  Business  Week  registrar  at: 
f  -1329,  fax  your  response  to 
'-628 1 ,  or  mail  this  coupon  to: 

mna 
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nue  of  the  Americas,  36  th  floor 
,  NY  J 0020 
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Inside  Wall  Street 


BY  JEFFREY  M.  LADERMAN 

NOT  YOUR  AVERAGE 
ENERGY  PLAY 

Investors  who  have  bet  on  higher  nat- 
ural-gas prices  have  been  sorely  dis- 
appointed. Spot  prices  surged  over  $3 
per  thousand  cubic  feet  (mcf)  last  win- 
ter, but  now,  even  with  the  cold  weath- 
er approaching,  they're  down  to  $1.70, 
and  snares  of  companies  tied  to  the  nat- 
ural gas  industry  have  tumbled.  Tide- 
water is  no  exception.  At  21%.  the  Big 
Board  issue  is  down  15%  from  a  year 
ago.  But  money  manager  Michael  A. 
Steinberg  says  the  slump  is  an  oppor- 
tunity for  a  potentially  big  payoff — a 
.$50  stock  within  three  years. 

Steinberg,  whose  Steinberg  Asset 
Management  holds  1.3  million  shares 
of  Tidewater,  or  2.4%  of  shares  out- 
standing, is  bullish  on  natural  gas.  He's 
forecasting  about  $2.40  per  mcf  by 
1996.  But  the  money  manager,  who  has 
nearly  10%  of  his  more  than  $300  mil- 
lion under  management  in  Tidewater, 
says  the  stock  will  be  a  winner  even 
with  $2  gas.  "If  prices  go  higher  soon- 
er, Tidewater  will  just  get  to  our  target 
faster,"  says  Steinberg. 

Nearly  90%  of  Tidewater's  $522  mil- 
lion in  fiscal  1994  revenues  came  from 
operating  supply  boats  that  ferry  pipe 


TIDEWATER  IS  RIDING  THE  WAVES 


FISCAL  YEARS  END  MAR.  31 

FINANCIAL  MARKETS,  ZACKS  INVESTMENT  RESEARCH 


and  drilling  supplies  to  offshore  oil  and 
gas  rigs.  Although  New  Orleans-based 
Tidewater  operates  the  world's  larg- 
est fleet  of  supply  vessels,  201  of  its 
588  boats  work  the  Gulf  of  Mexico, 
where  gas  is  the  main  product.  Higher 
gas  prices  stimulate  production — and 
boat  rentals.  Day  rates  for  service 
boats  are  now  around  $3,000,  but  Stein- 
berg says  they  will  rise  along  with  gas 
prices. 

Even  without  higher  energy  prices, 


HOW  IT  STACKS  UP 


Steinberg  says, 
day  rates  will 

i-i     i  TBW  SAP  dflfl* 

climb  because   s^5-----—- 

there  will  be  few-    ^T|0     27.9  20.5 

er  boats  for  hire.   ■■ 

"One-third  the  .  YIELD     1-9%  2-1%. 
worldwide  fleet    price  +15%a3% 
was  built  before    f.H*N"„T  /  ,„„, 
1975,  and  the  av-  -  .  .      .  ' 
eragelifeofaboat  'M,0MP  ma 

is  20  years,"  he  says.  New  construc- 
tion virtually  stopped  in  the  early 
1980s.  Steinberg  estimates  day  rates 
should  reach  $5,000  within  18  months. 

If  he's  right,  it  will  be  a  bonanza. 
Most  of  the  incremental  revenue  drops 
to  the  bottom  line.  Analysts  are  fore- 
casting 92c-a-share  profits  for  the  fiscal 
year  ending  in  March,  1995,  and  a  five- 
year  earnings  growth  rate  of  24%.  That 
should  get  profits  to  nearly  $2  a  share 
in  three  years.  Steinberg  thinks  earn- 
ings will  be  $6. 

Of  course,  Tidewater's  fleet  is  on  av- 
erage 15  years  old,  which  means  the 
company  will  have  to  start  building 
boats,  too.  But  the  company  can  well  af- 
ford it.  Over  the  past  year,  Tidewater 
has  eliminated  all  but  $1.5  million  of 
its  long-term  debt  and  amassed  $78 
million  in  cash. 


SPRECKELS  SUGAR: 
A  HIDDEN  TREAT? 

West  Coast  shoppers  may  recognize 
Spreckels  Industries.  Its  sugar  is 
a  supermarket  staple.  But  sugar  hasn't 
been  sweet  for  Spreckels  recently. 
Drought  and  disease  devastated  its 
sugar-beet  harvest  so  badly  that  by 
1992  it  was  in  bankruptcy.  Shares  in 
the  reorganized  company  started  trad- 
ing over  the  counter  last  year  at  10  and 
now  go  for  8%  But  Steven  Van  Dyke, 
whose  Tampa-based  Tower  Investment 
Group  has  $80  million  invested  in  turn- 
arounds, thinks  Spreckels  is  worth 
nearly  twice  as  much. 

What's  sweetest  about  Spreckels  is 
its  little-known  industrial-products  di- 
vision, which  accounts  for  46%  of  the 
$379  million  in  sales  but  nearly  90%  of 
the  operating  income.  About  75%  of 
that  unit  is  Duff  Norton,  which  makes 
materials-handling  equipment  and  is 
benefiting  from  the  manufacturing 
boom.  "Management  has  options  that 
go  from  1 1  to  13,  so  they  have  an  incen- 
tive to  get  the  stock  up,"  says  Van 
Dyke,  who  owns  250,000  shares. 

The  easiest  way  to  do  that,  he  says, 
is  to  sell  the  sugar  unit.  Chief  Financial 


Officer  Donald  Roof  confirms  thaw 
company's  long-term  strategy  ft 
"separate"  Spreckels'  two  units 
he  says  a  sale  in  the  next  6  1 
months  is  unlikely  because  the  s 
industry  is  depressed.  The  sugar 
would  fetch  about  $40  million, 
mates  analyst  Andrew  Lipman  of 
nestock.  Then  the  remaining  unit 1 
be  worth  $145  million,  or  six  time; 
tax  cash  flow.  Add  an  additiona 
million  in  land,  says  Lipman,  for 
ly  $200  million  in  "enterprise  v 
If  management  exercises  its  stoc 
tions  and  the  total  float  goes  to  9 
lion  shares,  that  works  out  to  a 
share  value  of  $15  to  $16 
accounting  for  debt. 


CHECK  OUT  AT&T' 
HIGH-TECH  NUMBE 


Looking  for  an  undiscovered  st 
Just  reach  out  and  buy  AT&T 
Michael  Clark,  a  portfolio  manage 
PNC  Investment  Management  & 
search.  The  stock  is  cheap,  he  says 
cause  Wall  Street  still  thinks  of  at 
a  stodgy  utility. 

"What  people  are  missing  is  thj 
turning  into  a  valuable  technology 
pany,"  says  Clark,  who  expects  3 
now  at  52Yi  to  hit  the  low  70s  in  a ; 
Indeed,  Clark  says  that  the  technc 
component — mainly  computer 
telecommunications  equipment- 
comprises  about  34%  of  revenue  a 
growing  at  an  18%  rate.  Long-dist 
service,  which  accounts  for  the  b 
AT&T's  revenues,  is  only  growing  at 
to-3%  a  year. 

"at&t  is  the  only  company  in] 
world  with  all  the  pieces  to  the 
communications/data  processing' 
zle,"  says  analyst  George  Reed- 
linger  of  NatWest  Securities 
getting  billions  in  orders  from  for 
telephone  companies  and  from 
Baby  Bells."  In  addition,  the  recen 
quisition  of  McCaw  Cellular  Con 
nications,  he  says,  places  at&t  at 
forefront  of  wireless  communicat 
as  well. 

Both  Clark  and  Reed-Dellingei 
pect  that  at&t  shares  will  get  theii 
boost  when  institutional  investors  i 
appreciating  the  high-tech  profile 
load  up  on  the  stock.  Indeed,  in 
Street  lingo,  it's  "underowned."  L 
tutions  hold  only  about  33%  of  at&' 
45%  for  the  stocks  in  the  Standai 
Poor's  500-stock  index  and  55%  foi 
Dow  Jones  industrial  average 
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but  you  use  Unisys  products 
and  services  every  day 
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make  a  company  more  responsive 
customers  and  better  able  to  attract 
ines  2 :  to  customerize  an  organi- 
n's  information  strategy,  e.g..  to 
nd  systems  capabilities  to 
locations  and  other  points  of 
imer  contact  and  support  3:  what 
ys  Corporation  does  for  a  growing 
r  of  companies,  and  government 
cies,  worldwide  syn  see  customer 

CE,  COMPETITIVE  EDGE.  BUSINESS- 
ZAl  SOLUTIONS.  REVENUE  GENERATION 


rlines  .  .  .  over  1,600  govern- 
agencies  .  .  .  and  35  of  the 
s  largest  telecommunications 


CITIBANKS 


^/United  Airlines 


companies.  And  our  customerize 
approach  helps  them  all  be  more 
responsive  to  what  customers  like 
you  really  want. 

UNISYS 

We  make  it  happen. 


HCarnival 
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So  if  using  the  products  and  ser- 
vices of  these  companies  helps  make 
your  life  more  enjoyable,  call  us  at 
1-800-874-8647,  ext.  22.  See  how  we 
can  help  make  your  organization 
well  known  for  creating  something 
truly  valuable  in  business:  satisfied 
customers. 


ys  Corporation 


Social  Issues 


CHILD  CARE 


KIDS  NEED  A 
SAFETY  NET,  TOO 

Communities  find  that  day  care  alone  isn't  nearly  enough 

Many  states 
have  problems 
deciding  how 
best  to  pro- 
vide child  care  in 
rough  urban  areas.  In 
1988,  Illinois  turned  to 
Trinita  Logue,  then  a 
foundation  executive, 
for  some  answers. 
Logue  helped  the 
state  come  up  with  a 
novel  way  to  finance 
seven  new  facilities  in 
some  of  Chicago's 
worst  sections — and 
get  the  communities 
to  provide  a  range  of 
critical  services  to 
help  parents. 

The  strategy:  Force 
child-care  agencies  to 
compete  for  the  new 
buildings  by  showing 
how  they  would  run  the  centers — and 
how  the  facilities  would  benefit  the 
neighborhoods.  In  1992,  the  Illinois  Fa- 
cilities Fund,  a  Chicago-based  nonprof- 
it lender  that  Logue  now  heads  raised 
$13  million  in  the  tax-exempt  bond  mar- 
ket to  build  the  centers.  Chicago  Com- 
mons, a  social  services  agency,  recently 
opened  the  Nia  Family  Center  on  a  des- 
olate, drug-infested  strip.  But  its  pres- 
ence is  already  having  a  wider  impact  on 
the  area:  The  public  library  is  working 
with  the  community  to  open  a  branch 
on  the  same  block,  soon  to  be  joined  by 
a  family  health  clinic  and  an  adult-lit- 
eracy center  for  parents.  Says  Logue: 
"This  is  just  the  beginning." 
BUILDING  BLOCKS.  Logue  and  other  in- 
novators around  the  U.  S.  are  working  to 
build  a  child-care  system  from  the 
ground  up.  As  in  health  care,  they're 
experimenting  with  local  solutions  in 
the  absence  of  a  coherent  federal  policy. 
With  more  women  in  the  workforce, 
their  goal  is  to  create  an  infrastructure 
for  caring  for  and  educating  our  young- 
est children. 

That  means  more  than  just  day-care 


AT  CHICAGO'S  NIA  family  CENTER:  Room  for  imagination 


centers.  Increasingly,  early-childhood 
experts  agree  that  children  and  their 
families  need  a  host  of  services — edu- 
cation, health  care,  social  support — if 
kids  are  to  thrive  and  prosper.  And  a 
growing  body  of  social  and  scientific  re- 
search confirms  that  this  support  is  crit- 
ical during  the  first  three  years  of  a 
child's  life  for  healthy  development  lat- 
er. There's  also  a  growing  consensus 


r 

that  without  such  a  comprehensivtej 
tern,  such  problems  as  drugs  wilfcn 
worsen.  "We  grossly  underinvit 
small  children,"  says  Vermont  Gcer 
or  Howard  Dean,  chair  of  the  Napr 
Governors'  Assn.,  who  has  made  yx, 
kids  a  key  priority  in  his  adminstr 
tion's  policymaking.  "We  expeAl 
school  system  to  fix  something  %■ 
ignored  for  the  first  six  years." 

Momentum  for  crafting  broadlpi 
tions  to  the  child-care  crisis  is  bu~ 
(table).  Some  30  states  have  maj 
forms  under  way  to  help  young  ch 
and  their  families.  Many  are  imp 
the  availability  and  quality  of  childjai 
Others,  such  as  Oregon,  Ohio,  and 
Carolina,  are  creating  a  variety  o 
cational,  health,  and  social  progSn 
then  linking  them  together  to  mef 
nation's  No.  1  education  goal:  haviB 
children  enter  school  ready  to  lean 
the  same  time,  the  federal  Health  <jjfe 
man  Services  Dept.  is  encouraging  fe. 
Start  to  run  full-day  programs  v|e 
needed.  Separately  it  is  launching  p 
ly  Head  Start,"  to  serve  familiesjiri 
kids  under  3. 

MATH  CLASS.  With  so  much  happtKi 
child  advocates  are  guardedly  optimi 
about  change.  Ellen  Galinsky,  co-re 
dent  of  the  New  York-based  Farf 
&  Work  Institute,  calls  "comra 
planning  in  the  early-childhood  fie 
of  the  most  positive  things  to  en| 
in  a  long  time."  But,  she  adds,  "itf 
without  its  problems."  Among  theirfe 
battles  among  competing  agenci 
lack  of  leadership,  and  tight  finaf 

No  state  is  making  more  of  an 
to  ensure  that  its  kids  are  well 
for  than  Hawaii.  In  1993,  the  state,! 
input  from  the  Hawaii  Business  R(| 
table  and  the  community,  unveile 
sion  for  creating  and  financing  a 
wide  system  of  early-child 
education  and  care,  similar  in  sco! 
its  universal  system  of  health  car' 


HOW  STATES  ARE  INVESTING  IN  CHILD  CARE 


HAWAII  It  is  carrying  out  a  plan,  created  by  business,  government,  and  community 
leaders,  to  create  a  universal  system  of  early-childhood  education  and  care  by  2005. 1 
far,  programs  include  tuition  help  for  day  care  and  social  services  for  poor  families. 


COLORADO  The  state  has  largely  carried  out  the  recommendations  of  a  child-care  c< 
cil  that  included  American  Express  and  US  West  to  expand  child  care  greatly.  It  is  no 
overhauling  its  human-services  agency  to  make  government  financing  easier. 


NORTH  CAROLINA  Through  a  program  called  Smart  Start,  the  state  is  spending  $4( 
million  to  ensure  every  child  in  the  state  enters  school  healthy  and  ready  to  succeed. 


OTHER  INITIATIVES  Ohio,  Illinois,  and  some  20  other  states  are  linking  Head  Start 
with  child  care  and  other  programs.  Oregon  and  West  Virginia  are  using  principles  fro 
the  quality  movement  to  create  benchmarks  for  assessing  their  early-childhood  servic 
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ADVERTISE 


25%  of  America's  emerging  high- 
tech manufacturers  are  growing  40% 
annually  Expanding  employment. 
Increasing  office  space.  And  buying 
everything  from  consulting  and 
equipment  to  insurance  and  training. 
These  rising  stars  are  prime  sales 
prospects.  Do  you  know  wruD  they 
are?  Let  CorpTech 
tell  you... 
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Social  Issues 


goal  is  to  offer  an  array  of  service 
children  from  birth  to  age  5  by  the 
2005.  So  far,  Hawaii  has  launched  si 
al  programs,  including  a  tuition-aj 
tance  program  for  day  care.  But  ill 
not  yet  come  up  with  the  $300  milli 
$600  million  it  has  estimated  it  will  f 
to  pay  for  this  system. 

Elsewhere,  some  companies  are  fi 
ing  out  ways  to  help  fill  the  finan  ■ , 
gap.  In  New  York  City,  a  group  of  s<  i ■' 
CEOs  from  such  companies  as  Trav<  & 
Corp.  and  Chase  Manhattan  Bankfr 
working  with  city  leaders  to  improve  n  ,; 
integrate  the  city's  labyrinth  of  sen  Z 
for  young  children.  A  key  goal  is  to  i  J 
imize  available  funds  while  maintai  ^ 
quality.  Another  is  to  figure  out  how  iSi 
nance  specific  projects.  "When  emplo  -v 
can  come  to  work  knowing  their  chili  |j 
are  in  capable  hands,  both  the  commu 
and  corporation  benefit,"  says  CI 
Chairman  Thomas  G.  Labrecque. 
CLEVER  COLLABORATING.  One  way  C  i 
and  states  are  already  improving  r  >: 
vices  is  through  public  and  private  p 
nerships.  Through  a  $40  million  progtn 
known  as  "Smart  Start,"  North  Cai  ' 
na  provides  tax  incentives  and  othei 
sources  to  partnerships  across  the  st 
But  the  partnerships  decide  how  t 
to  ensure  that  children  in  their  coun  f" 
enter  school  healthy  and  ready  to  le 
John  A.  Walker,  president  of  the  Ora  " 
County  Partnership  for  Young  Child 
says  the  state's  insistence  on  collab( 
tion  is  helping  counties  use  limited  <  \ 
lars  more  effectively.  For  example 
1991,  Orange  County  estimated  tha 
would  cost  more  than  $2  million  to  j  | 
vide  day  care  for  the  230  kids  wait 
for  subsidized  care.  But  with  the  h  ;, 
of  local  agencies  and  private  donati* 
the  county  did  the  job  for  a  third  of 
cost  to  taxpayers,  he  says. 

The  question  is,  how  can  policym; 
replicate  such  successes  on  a  wide  sc; 
To  find  an  answer,  Governor  Dean  is  p 
ning  to  hold  the  first  of  a  series  of  h€ 
ings  on  Dec.  8  in  which  some  of  the  m 
innovative  communities  will  share  tl 
strategies.  His  ultimate  goal  is  to  de^ 
op  an  action  agenda  for  the  states.  In 
pendently,  12  foundations  with  a  k< 
interest  in  children  have  formed  the 
nance  Project  in  Washington,  D.  C.  It  1 
"take  a  hard  look"  at  how  government; 
nance  education  and  other  chiklrens' s . 
vices  and  identify  promising  strategy 
for  generating  revenues  and  improvg 
returns,  says  Cheri  Hayes,  executive  U 
rector.  No  one  expects  solutions  toi 
easy.  But  the  fact  that  more  attentioil^ 
being  focused  on  young  children  and  th 
families  can  only  benefit  everyoi] 
By  Michele  Galen  in  New  Yo 
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DataViz 

The  File  Compatibility  Specialists 

nversions  Plus  for  Windows,  from  DataViz,  lets 
u  use  files  created  in  programs  you  don't  have, 
r  example,  if  you're  a  WordPerfect  user  and  you 
;eive  documents  created  in  Word  or  Ami  Pro, 
u  don't  have  to  worry.  Conversions  Plus  auto- 
itically  recognizes  the  file  you  want  to  use  and 
n verts  it  to  your  favorite  program.  With  over 


echnology  continues  to  change  the  way  we  do  business 
and  conduct  our  lives.  That  is  why  BUSINESS  WEEK  is 
introducing  the  Technology  Guide,  a  directory  of  technology 
marketers  that  readers  can  contact  to  help  gain  the 

competitive  edge. 

For  fast  response,  call  the  phone  numbers  within  each 
advertisement  or  mail  in  the  reader  response  card 
provided  for  your  convenience. 

Advertisers  who  want  more  information  about  this  new 
direct  response  opportunity  should  contact  BUSINESS  WEEK 

at  (212)  512-3598. 


00  file  conversions  you 
ri  use  files  created  in  the 
DSt  popular  Word 
ocessing,  Spreadsheet, 
taBase,  and  Graphic  pro- 
jms.  You  can  also  con- 
rt  Macintosh  files  and 
id  and  format  Macintosh 
;ks  in  your  PC. 

r  more  information  call 
300-733-0030. 


THE  DATABRIDGE  SPECIALISTS 


InfoCentrar 

InfoCentral  Organizes  It  All! 

t  organized  with  InfoCentral— the  revolutionary 
j  award  winning  software  that  makes  it  easy  to 
n  daily  activities,  prioritize  tasks  and  keep  track  of 
luable  information.  InfoCentral's  advanced 
innecr  technology  makes  it  a  breeze  to  organize 
ur  information  —  from  CD  collections  to  files 
sated  in  WordPerfect,  Microsoft  and  Lotus  prod- 
s.Then  simply  remember  one  detail  about 
)iece  of  information, 
d  InfoCentral  will 
rieve  it  instantly!  With 
oCentral,  you'll  never 
ss  a  meeting,  birthday 
doctor's  visit;  or  mis- 
ice  a  client's  number 
important  notes  again, 
irchase  InfoCentral 
fay  by  contacting  your 
:al  reseller  or  calling 
300-526-9887. 


The  best  way 
to  organize  people 
places  and  things. 


WordPerfect® 


Main  Street. 


If  E.T.  had  P>NAV,™ 

he  wouldn't  have  had  to  phone  home... 

Complete  cross  country  and  in-city  driving  directions 

for  40  major  U.S.  metro  areas 

Mobile  Yellow  Page  listing  to  help  you  find  ATMs,  gas 
stations,  parking  lots,  restaurants,  hotels,  emergency 
help,  etc.,  along  the  way 

Global  Positioning  System  (GPS)  to  locate  and  track 
your  progress 

Voice  Output  to  talk  you  through  the  directions  every 
step  of  the  way 

P>NAV...We  know  where  you  are  going 


To  order  CALL  (800)  349-1231 

Get  P>NAV,  the  North  American  highway  map  and  an 
available  city  for  $149.95  plus  shipping  and  handling 

Personal  Travel  Technologies,  Inc. 
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The  first  CD-ROM  information 
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SweetSource 

At  McGraw-Hill,  being  first 
is  almost  second  nature. 


le  first  real-time  trading  and 


Shepard  s  Federal  Estate  Tax  Software 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


I  first  satellite-delivered 
:e  and  news  system 
ored  to  the  $100-billion 
ural  gas  industry. 


;  first  worldwide 

unties  identification  system 

:D-ROM  laser  disk. 
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The  first  index  to  provide 


The  Multimedia  Encyclopedia  of  Mammalian  Biology  on  CQ-ROM 


In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  by  television  and  satellite 
•  On  software,  videotape,  facsimile  and  compact  disks. 

McGraw-Hill  provides  information  in  many  frequencies:  instantly, 
dailv  weekly  monthly,  annually  —  to  meet  the  growing  and  changing  global 
needs  of  business,  industry,  education,  the  professions  and  government. 


2  first  multimedia  learning 
tern  integrated  with  a 
)lic  television  series  for  the 
dy  of  Spanish. 
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At  McGraw-Hill,  being  first 
is  almost  second  nature. 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


HOW  TO  GET 
WIRED 


With  all  the  hoopla  sur- 
rounding the  Informa- 
tion Age,  people  just 
rocketing  into  cyberspace 
won't  be  shocked  to  learn  that 
it's  already  pretty  congested. 
The  hardest  part  for  the  new- 
ly modemed  will  be  figuring 
out  the  best  on-line  services 
and  computer  bulletin  boards 
to  steer  toward. 

Most  PC  buyers  have  at 
least  a  passing  familiarity 
with  the  tapestry  of  choices 
provided  by  America  Online, 
CompuServe,  and  Prodigy — 


from  shopping  and  technical 
support  to  investing  tools  and 
electronic  mail.  But  those  who 
dig  deeper  into  the  electronic- 
frontier  will  uncover  a  wide 
variety  of  other  offerings. 

New  players 
are  piling  onto 
the  scene.  In 
June,  Apple 
Computer  launched  eWorld, 
a  spiffy-looking — but  for  now 
sparse — virtual  community 
aimed  at  Macintosh  users. 
(An  IBM-compatible  version  is 
scheduled  for  release  in  1995.) 


Ziff  Communications  plans  to 
unveil  the  multimedia  Inter- 
change Online  Network,  with 
publishing  partners  such  as 
The  Washington  Post  and 
Minneapolis  Star  Tribune. 

Starwave,  an- 
other Ziff  part- 
ner, will  start 
separate  sports- 
only  and  outdoor  services  on 
the  Interchange  network. 

AT&T  just  unleashed  Per- 
sonaLink  Services,  which  now 
requires  devices  such  as 
Sony's  new  Magic  Link  per- 
sonal  communicator. 


ON  LINE 


Making  A  Cyberspace  Connection  X^Es'! 

consumers  can  sort 
through  electronic 
mail,  get  a  news 
summary,  and,  soon, 
go  shopping.  Micro- 
soft is  readying  Mar- 
vel, which  could  be 
bundled  with  every 
copy  of  Windows  95 
the  company  ships 
next  year. 

SAMPLES.  Consu- 
mers are  under- 
standably intrigued 
by  the  global  web  of 
computer  networks 
known  as  the  Inter- 
net. The  on-line 
world  also  boasts 
thousands  of  local 
and  regional  bulletin 
boards,  many  of 
which  are  improving 
their  graphics  and  of- 
fering Internet  links. 

Slicker  graphics, 
faster  and  cheaper 
modems,  and  richer- 
information  content 
partly  explain  the 
relentless  rise  in  on- 
line interest.  The 
number  of  on-line 
consumer  subscrip- 
tions exceeded  5  mil- 


NETWORK 

TELEPHONE 

COMMENTS 

AMERICA 
ONLINE 

800  827-6364 

Strong  lineup  of  electronic  periodicals. 
Easy-to-use  graphical  interface. 

COMPUSERVE 

800  848-8199 

Comprehensive  databases,  forums,  and 
technical  help.  More  expensive  than  most. 

DELPHI 
INTERNET 

800  695-4005 

Full  Internet  access  without  the  graphics 
that  make  other  services  more  appealing. 

ECHO 

212  255-3839 

Trendy  Big  Apple  electronic  salon  attracts 
many  women.  Has  its  own  cable  show. 

EWORLD 

800  775-4556 

Has  pleasing  Mac  graphics  but  so  far, 
feels  like  a  virtual  ghost  town. 

GENIE 

800  638-9636 

News,  forums,  and  E-mail,  but  games 
are  the  biggest  attraction. 

IMAGINATION 
NETWORK 

800  462-4461 

A  playland  with  games  suitable  for  kids 
and  adults. 

META 
NETWORK 

703  243-6622 

Hosts  private  electronic  conferences  for 
organizations. 

PRODIGY 

800  776-3449 

Will  soon  provide  better-looking  software 
and  access  to  the  Internet. 

TRANSOM 

800  475-9689 

Caters  to  18-  to  34-year-olds  with  features 
such  as  college-newspaper  articles. 

WELL 

415  332-4335 

Deadheads,  techies,  and  other  Sausalito 
sensibilities. 

WOMEN'S 
WIRE 

415  615-8989 

Board  for  women's  health  issues 
and  other  female-oriented  topics. 

Si 


lion  at  the  end  of  199 
from  1.2  million  in  198 
cording  to  Simba  Inform 
a  market  researcher  in 
ton,  Conn.  The  typical  Jj 
vidual  subscribes  to 
than  one  service. 

Those  who  have  yet  t 
the  party  can  usually  ti 
whirl  before  deciding  w 
er  to  stay.  Several  ne\i 
come  bundled  with  soft; 
and  free  on-line  trials.  Ii 
eral.  folks  pay  by  the  clci 
are  charged  a  flat  moil 
rate  for  a  fixed  numb 
hours,  after  which  the  rt 
starts  running  up  a  tab.  ] 
cial  features  carry  prem  s 
For  example,  under  ( 
puServe's  standard  plan 
sumers  pay  $8.95  a  mont 
a  variety  of  basic  servi 
plus  $9.60  an  hour  to  af. 
the  service's  popular  fo  | 
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PHOTOGRAPHS  BY  ARTHUR  TRESS 


Some  60,000  bulletin 
oards  offer  the  virtual 
uivalent  of  a  clubhouse 


i-speed  modems.  Ad- 
atabases  and  servic- 
j  on  more  hefty  fees, 
grassroots  boards  let 
in  for  free.  Roughly 
ublic-access  boards 
rung  up  in  North 
,  says  Jack  Rickard, 
ublisher  of  Board- 
agazine.  These  are 
ual  equivalent  of  a 
e  or  bar,  where  us- 
software,  exchange 
3,  or  schmooze  about 
assions  ranging  from 


bluegrass  to  Buddhism. 
Board/watch  publishes  lists  of 
local  boards,  and  NetGuide, 
($19;  Michael  Wolff  &  Co.  and 
Random  House  Electronic- 
Publishing)  organizes  offer- 
ings by  topic. 

Most  boutique  boards  and 
on-line  services  garner  repu- 
tations. The  venerable  well 
(Whole  Earth  'Lectronic 
Link)  is  best  known  as  a  com- 
munity of  computer  wizards, 
Deadheads,  and  other  Bay 
Area  hipsters.  General  Elec- 


tric's  GEnie  is  a  broad-based 
information  service  that  is 
particularly  strong  in  multi- 
player  games.  Delphi  Inter- 
net became  the  first  major  on- 
line service  to  offer  complete 
Internet  access.  ZiffNet  (also 
accessible  through  Compu- 
Serve and  Prodigy)  covers 
the  computer  landscape. 

Users  who  dial  up  Meta 
Network  in  Arlington,  Va., 
can  sound  off  about  Washing- 
ton mayoral  candidate  Mar- 
ion Barry  or  discuss  launching 
a  business.  In  the  sangha  sec- 
tion, members  can  open  up 
spiritually.  Meta  also  encour- 
ages organizations  to  hold  pri- 
vate conferences.  "We  don't 
have  any  Darth  Vaders  here," 
says  Lisa  Kimball,  a  Meta 
Network  partner.  "This  is  not 
a  place  to  hack  around." 

Echo  (East  Coast  Hang 


Out)  in  New  York  has  a  local 
edge.  It  boasts  topics  with  an 
attitude,  such  as  Opera:  The 
Good,  the  Bad,  and  the  Real- 
ly Loud.  It  also  organizes  a 
quarterly  cultural  series  at  an 
East  Village  public  school 
with  such  participants  as  the 
Whitney  Museum  of  Ameri- 
can Art.  Subscribers  can  par- 
ticipate in  a  weekly  interac- 
tive show  on  Manhattan 
Cable  TV.  Founder  Stacy 
Horn  hopes  to  launch  future 
virtual  communities  in  Min- 
neapolis, Boston,  and  other 
cities.  As  with  Meta  Network 
and  other  boards,  though, 
Echo  members  may  find  it  a 
chore  to  learn  the  arcane  com- 
mands needed  to  get  around. 
WIDER  NET.  Although  most  of 
the  people  elbowing  their  way 
through  cyberspace  are  men, 
more  women  are  slipping  in. 
Women's  Wire  of  south  San 
Francisco  has  a  decidedly  fe- 
male bent.  Co-founder  Nan- 
cy Rhine  insists  there  is  no 
male-bashing;  men  make 
up  roughly  10%  of  the  mem- 
bership. 

In  the  face  of  competition, 
the  Big  Three  networks 
aren't  standing  pat.  Com- 
puServe recently  brought  out 
a  multimedia  companion  CD. 
America  Online  and  Prodigy 
will  soon  sport  spiffy  new 
interfaces.  (Prodigy  members 
will  be  thrilled  to  learn  that 
the  intrusive  ads  that  hog  the 
bottom  of  the  screen  will 
shrink.)  Prodigy  is  also  about 
to  add  Internet  newsgroups, 
while  aol  and  CompuServe 
are  moving  toward  more  com- 
plete Internet  access. 

Prodigy  has  been  active  in 
other  areas.  In  September,  it 
launched  a  service  for  small 
businesses  that  includes  data- 
bases from  Dun  &  Bradstreet, 
Lexis-Nexis,  and  McGraw- 
Hill,  publisher  of  BUSINESS 
week.  To  catch  up  with  rivals. 
Prodigy  will  introduce  real- 
time talks  with  celebrities  and 
politicians  in  so-called  chat 
stadiums.  Lest  the  arena  get 
too  unruly,  members  can  have 
private  talks  on  the  side.  Too 
many  voices  trying  to  be 
heard  can  give  you  a  head- 
ache, in  the  real  world  or  in 
cyberspace.  Edward  Baig 


Personal  Business 


INVESTING 


NAVIGATE  THE  NETWORKS 
LIKE  A  WALL  STREET  PRO 


With  their  ready  ac- 
cess to  news  and  re- 
search, Wall  Streeters 
have  long  had  an  edge 

over  individual  investors.  But 
as  on-line  services  beef  up 
their  financial  offerings,  you 
can  begin  to  narrow  the  in- 
formation gap.  With  even  the 
cheapest  services,  you  can 
track  your  portfolio  and  read 
news  about  companies  whose 
shares  you  own.  And  they'll 
pair  you  with  a  discount  bro- 
ker, so  you  can  buy  and  sell 
by  pc. 

Best  of  all,  the  expensive 
on-line  services  the  pros  use 
have  recently  discovered  the 
small  investor  and  have  re- 
structured their  fees  accord- 
ingly. You,  too,  can  have  on 
your  desk  a  Reuters  or  Dow 
Jones  terminal  masquerading 
as  a  PC.  Because  of  the  way 
the  charges  stack  up,  you  can 
probably  afford  to  use  it  only 
evenings  and  weekends.  But, 
hey— you  have  a  day  job  to 
keep  you  busy,  don't  you? 
LIVE  FORUMS.  If  you  just  want 
to  keep  your  portfolio  up  to 
date,  the  way  to  go  is  Prodigy 
or  America  Online.  Using  the 
least  expensive  plans,  news 
and  stock  quotes  after  a  15- 
minute  delav  are  virtually 


free.  For  extra  fees,  you  can 
download  historical  stock  pric- 
es and  more  detailed  compa- 
ny reports.  Prodigy  offers  a 
$1.95-a-day  service,  Wall 
Street  Edge,  that  pulls  togeth- 
er the  best  from  the  day's  tip- 


tors.  America  Online  has  a  ser- 
vice sponsored  by  the  not-for- 
profit  American  Association  of 
Individual  Investors.  Besides 
a  bulletin  board,  it  includes  a 
reference  library,  and  you  can 
download  popular 
personal  finance  finding 
software,  such  as 
Retirement  Plan- 
ner. To  keep  on  top  of  on-line 
developments,  you  can  also 
subscribe  to  the  newsletter, 
Computerized  Investing,  for 
$30  a  year  (312  280-0170). 


O  N   LI  N  E 


sheets  and  newsletters;  if  you 
plan  to  use  it  daily,  you  can 
subscribe  for  an  extra  $19.95  a 
month. 

Both  services  offer  bulletin 
boards  and  live  forums  where 
you  can  chat  with  other  inves- 


For  the  Serious  Investor 


ONLINE  SERVICE 

PHONE 

COMMENTS 

INVESTOR 

DOW  JONES 

NEWS/ 

RETRIEVAL 

800  815-5100 

Most  comprehensive 
service,  but  requires 
awkward  commands 

$29.95/mo.  after 
7  p.m.  weekdays; 
$3.60/hr  after  8  hrs 

REUTERS 

MONEY 

NETWORK 

800  346-2024 

Software  that  downloads 
news,  research;  meshes 
with  Quicken  and  Wealth 
Builder 

$12.95/mo., 
$9.95  more 
includes  news 

TELESCAN 

800  324-8246 

Huge  database  with 
strong  stock  search 
and  screening  tools 

$45/mo. 
for  unlimited 
access  after 
6  p.m.  weekdays 

DATA  COMPANY  REPORTS 


For  serious  investors,  the 
most  exhaustive  source  of  fi- 
nancial data  and  news  is  Dow 
Jones  News/Retrieval  Service. 
Earlier  this  year,  Dow  Jones 
launched  the  scaled-back  Mar- 
ket Monitor.  It's  only  available 
Hmw>  i-  v  i-  ii  i  l  i  ami 
weekends,  but  at 
$29.95  a  month, 
it's  far  cheaper 
than  the  daytime 
version,  which 
charges  $1.50  per 
1,000  characters— 
about  two-thirds 
of  your  computer 
screen.  Warning: 
Dow  Jones  is  not 
an  easy,  point-and- 
click  service  like 
Prodigy  and  AOL. 
It  will  take  some 
practice  to  get 
used  to  its  arcane 
commands. 


Still,  it's  chock  full  of  J 
mation.  You  can  get  a  jHj 
worth  of  daily  stock  q]H 
and  search  for  busines^p 
ries  in  hundreds  of  puHi 
tions.  You  can  call  up  eaijHi 
estimates  fffr 
your  WAV  Zacks  In\ 
ment  Resejl 
and  compaj 
nancial  profiles  from  Stait 
&  Poor's.  About  the  only  j 
it  lacks  is  a  gateway  to 
count  broker.  However 
can  subscribe  to  Market  t 
itor  through  Charles  Schlj 
StreetSmart  or  Fidelity 
line  Xpress,  if  you're  usir 
programs  for  trading. 

Another  compreheij 
source  is  CompuServe,  os 
of  what  you're  looking 
not  covered  by  the  $8.95 
fee,  so  be  prepared  to  p' 
you  go.  Dow  Jones  NeBj 
available  on  Prodigy  for  Hj 
an  hour  until  the  marketab 
es  and  free  thereafter — imr 
CompuServe's  $9.60  hjj 
connect  charge  plus  a  $laei 
hour  surcharge. 
ANALYTIC  TOOLS.  If  ytifr 
more  interested  in  techi$ 
analysis,  Telescan  is  the 
vice  you  want.  It's  fa; 
click  of  the  mouse  will  bi 
graph  to  your  screen  ins 
ly.  Once  there,  the  Tel< 
software  provides  tool  I 
technical  and  fundaiwft 
analysis,  and  powerful  sc  $ 
ing  programs  to  find  mm 
valued  stocks. 

Finally,  some  investor; m'f 
Reuters  Money  Netwl 
which  automatically  d  it 
loads  only  the  quotes  n 
news  you're  interested  irBf 
cause  of  its  efficiency,;* 
don't  rack  up  much  telepm 
time — a  big  advantap 
parts  of  the  country  \v» 
the  on-line  services  don't  iv 
local  phone  numbers. 

Chances  are  you're  g U 
to  spend  more  than  the  Hr 
fee  on  any  of  the  serve 
There's  always  the  odd  I 
lyst's  report  you'll  wail  t 
check  out,  or  perhaps  yx 
need  to  look  at  a  Security  t 
Exchange  Commission  fp§ 
Just  think  of  those  extras 
as  a  part  of  the  commiijO) 
you  used  to  pay  your  fuller 
vice  broker.  Larry  ArmsM 
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THE  NEW  LONG  RANGE 

FALCON  900EX. 
NOW  THERE'S  NOTHING 
STOPPING  YOU. 


cities  that  once  exceeded  your  reach  are  now  within  grasp.  Nonstop.  In  the  new,  far-reaching  m 

)EX.  Nothing  stretches  you  further.  4500  nm  range  (8  passengers,  NBAA  IFR).  Three  engines.  4  „„,   

'  cabin.  Advanced  avionics.  Autothrottles.  The  EX  tops  all  current  jets  in  mission  capahilitv. 
>n't  let  fuel  stops  slow  you.  Call  Gene  Rainville  at  201-967-2746  and  ascend  to  the  perfect . 
jet  for  the  nonstop  business  mind.  ~S^r  FbIcOH  900EX 

Falcon  k-i  Corporation, Teterboro,  NJ  07608 


Ik  (  iiiiniicl  ( lutterhcad  — Able  to  chew  through  15  feet  of  granite  .111  hour,  tins  tungsten-studded,  laser-guided  earth  cater  turncil  a  1,000-vcar  dream  into  reality  and , 


Introducing  Novell  GroupWare. 
If  not  for  the  British  and  French, 
it  wouldVe  been  the  year's 
greatest  networking  achievement. 


IW4  Novell  Iik  Novell  (imupWaie,  GroupWisc  and  Inl  orms  arc  trademarks  ol  Novell,  Im  SoftSol  nsisa  registered  trademark  of  SoftSolutions  lechnologs.  Corporation,  a  uholh  owncclMihsidiaryofNo.il 


CO  the  is 


lit  peopl 


i  .it  the  same  time  tot  a  meeting? 


r  the  longest  time,  we've  all  heard  that  its  better  to  work  smarter,  nut  harder — 
me  maxim  for  anyone  who's  ever  put  in  a  three-digit-hour  workweek.  Now, 
irst  time,  someone  is  about  to  tell  you  how.  Announcing  Novell  GroupWare" — 
Vise"4.1,  InForms  and  SoftSolutions  — revolutionary  softw  are  designed  to  help 
ccess,  sort,  manage,  share  and  route  information  using  almost  any  platform,  net- 
database.  Effectively  eliminating  the  problems  of  business  that  get  in  the  way  of 
usiness.  Chanted,  w  e're  not  the  first  to  promise  you  greater  productivity  through 
access  to  information.  We  are,  however,  the  hist  to  make  that  access  available  to 
lies  regardless  of  their  requirements.  Their  size.  Even  their  multiple  operating 
..  In  short,  w  hat  we've  developed  is  a  modular,  customizable  famiK  of  network 
:ions  that  are  easily  installed  and  configured,  support  mobile  computing,  offer 
:d  functionality  and,  best  of  all,  take  advantage  of  data,  hardware  and  networks  you 
have  in  place.  No  small  feat,  even  in  light  of  that  recently  opened  route  between 
ind  Calais.  Call  1-800-291-9375  for  your  nearest  certified  reseller  or  to  learn 
lout  Nov  ell  GroupWare,  the  perfect  w  ay  to  put  people  together  w  ith  information. 

INOVELL 


Croup  Wise  4.1 — Compre- 
hensive integrated  e-mail, 
calendaring,  scheduling 
and  task  management. 
CroupWise  4.1  enables 
you  to  share  information 
across  almost  any  plat- 
form, gateway  or  network. 


Informs — More  than  an 
electronic  forms  program. 
Now  you  can  create  and 
design  forms  and  views, 
access  multiple  databases 
in  real  time  and,  via  e-mail, 
digitally  sign  forms  requir- 
ing immediate  approval. 


SoftSolutions — The  leader 
in  document  manage- 
ment solutions.  You  can 
secure  information  and 
access  data  (text,  graphic 
or  video)  anywhere  on  the 
network,  regardless  of  its 
application  or  platform. 


(iroupW  ise 


InForms 


SoftSolutions 


GroupWare 


Personal  Business 


LEARNING 


A  SHEEPSKIN 
FROM  ON-LINE  I. 


»JE1*   /  / 

/■  / 


It  was  something 
Richard  Heppner  had 
never  considered.  Al- 
though he  was  an  ad- 
junct instructor  in  the  media 
department  for  Dutchess 
Community  College,  he  still 
needed  a  master's  degree  in 
education  before  he  could 
move  on  to  a  full-time  teach- 
ing position.  But  with  a  busy 
work  schedule  and  a  family 
with  one  three-year-old 
daughter  and  another  child  on 
the  way.  Heppner  couldn't 
swing  the  time  to  drive  the 
90  miles  each  week  to  com- 
plete his  education  at  The  ■■ 
New  School  for  Social  Re- 
search in  New  York.  It  al- 
most seemed  hopeless  for 
Heppner  until  a  friend 
suggested  an  unorthodox 
approach:  attend  classes 
on  line. 

Instead  of  listening  to 
a  lecture,  Heppner  was 
reading  and  responding  to 
posted  electronic  messag- 
es from  the  professor  and 
fellow  students.  "It  was 


ike  talking  on  paper,"  says 
Heppner,  who  now  teaches 
full  time  at  Orange  County 
Community  College.  And  al- 
though it  took  Heppner  three 
years  instead  of  two  to  get  his 
degree  by  doing  it  electroni- 
cally, he  is  a  firm  believer  in 
on-line  education.  In  fact, 
Heppner  is  even  conducting  a 
virtual  class  on  popular  cul- 
ture and  the  media  for  Con- 
nected Education,  the  White 
Plains  (X.  Y.)  service  that  de- 
veloped the  on-line  courses 
used  by  The  New  School. 

While  there  seems  to  be  no 
official  count  on  the  number 
of  institutions  that  are  offer- 


ing on-line  degree  courses, 
interest  in  creating  such  pro- 
grams for  a  wide  variety  of 
undergraduate  and  advanced 
disciplines  is  exploding.  And 
the  rapid  developments  in 
telecommunications  and  com- 
puters— the  basis  of  the  bur- 
geoning Information  Super- 
highway—  are  making  it 
easier  for  schools  and  stu- 
dents to  connect  over  the  vast 
sphere  of  cyberspace. 

That's  a  good  thing,  since 
more  and  more  people  are 
finding  it  tougher  to  attend 
traditional  classes  because  of 
time  constraints  such  as  hec- 
tic office  hours.  "On-line  edu- 
cation can  be  a 
lifeline  to  those  FINDING 
who  have  obsta- 
cles, such  as  geo- 
graphical distances  or  physi- 
cal disabilities,"  says  Paul 
Levinson,  director  of  the  On- 
line Program  for  The  New 
School  (212  239-5630). 

Since  most  on-line  courses 
follow  the  Socratic  teaching 
method,  the  electronic  corre- 
spondence among  instructor 
and  students  is  often  rich 
with  thoughtful  discussions. 
"Instead  of  having  students 
interact  with  machines  and 
software,  it's  student-to-stu- 
dent and  teacher-to-student 
learning."  says  Steve  Eskow, 
president  of  the  Electronic- 
University  Network  (EUX),  a 
service  that  puts  universities 
and  other  schools  on  line  via 
the  America  Online  network. 

While  learning  on  line  cur- 
rently is  limited  to  reading 
and  writing  text  messages, 
cheaper  and  faster  networks 
could  make  classrooms  more 
closely  resemble  their  physi- 
cal counterparts.  Institutions 
such  as  EUN  (S00  225-3276) 


and  the  University  of 
nix  Online  Program  (8001 
4742)  use  computer  netwj 
that  have  bulletin  board! 
posting  messages,  librariU 
research  books  and  pai 
and  even  conference  rq 
where  students  and  teadj 
can  gather  and  hoi 
cussions  in  "real  time." 
PRICEY  PLUG-IN.  If  you 
terested  in  enrolling 
need  simply  to  call  the 
ticipating  institution.  Yo 
then  be  referred  to  a 
ance  counselor,  who  wil 
termine  your  eligibilit 
the  program  you  want 
with  any  other  college  o 
versitv,  v 
your  way       have  to  su 
an  applica 


ON  LINE 


Courses  Without  Classrooms 


SCHOOL 

COURSES/DEGREES  OFFERED 

THE  ELECTRONIC 
UNIVERSITY  NETWORK 

A  group  of  25  schools  offering  a  variety  of 
undergraduate  and  advanced  degrees  on 
America  Online;  costs  vary  with  course 

THE  NEW  SCHOOL 
NEW  YORK  CITY 

Gives  courses  accepted  by  most  degree 
programs:  $450  per  credit 

THE  UNIVERSITY  OF 
PHOENIX,  SAN  FRANCISCO 

Offers  instruction  for  undergraduate  and 
graduate  degrees;  $325  to  $445  per  credit 

including 
academic  credentials 
you're  accepted,  the 
will  work  out  the  tech 
side  of  connecting  yo 
with  its  network.  In  som 
es,  you'll  be  provided 
software.  EUN,  for  exa 
sends  its  students  the 
grams  needed  to  log 
America  Online. 

While  advancing  tec 
gies  help  make  it  more 
venient  to  learn,  ther 
still  problems  with  on-lin 
ucation.  Some  program 
be  quite  expensive.  Whil 
tuition  of  around  S40 
course  credit  is  roughl 
par  with  that  of  convent 
universities,  on-line  stu 
should  be  aware  of  the 
den  costs.  These  include 
work-connection  cha 
telephone  time,  plus  e 
ment  if  you  don't  already 
a  computer  and  a  mo 
Also  keep  in  mind 
while  degrees  of  stud 
range  from  an  associate 
■■  gree  in  liberal  arts 
doctorate  in  philos 
not  every  field  ca 
covered  on  line.  An 
nally,  while  virtual  c 
es  are  easier  to  fit  ar< 
a  busy  schedule,  r. 
courses  still  require 
students  make  a  s 
time  commitment 
enough  on-line  sessi 
and  you  could  find  y 
self  in  the  virtual  de 
tion  room.  Paul 
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)  DRAWER  IS  SAFE  if  it  contains  the  legendary  cotton  oxford  from 
Brooks.  Decisively  rated  the  best  of  its  kind,  it  is  the  single  most 
ught-after  item  in  the  Brooks  Brothers  wardrobe.  At  $48,  it  is  worth 
iiiying  in  quantity  as  a  hedge  against  unauthorized  use.  Other  dress 
rts,  in  an  A-to-Z  of  colors,  collars  and  patterns,  are  priced  from  $38. 
For  store  locations  or  a  catalog,  please  call  1-800-274- 1816. 
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The  kind  of  stress  the  world  dishes 
out  can  reduce  other  luxury  sedans  to 
jelh  However,  the 
all-ne\ 1  Millenia  has 
the  backbone  to  take  it.  A  unique- 
steel  spine  reinforces  the  body  front- 


to-back  while  special  cross  members 
allow  each  side  to  bolster  the  other. 

The  end  result  is  an 
exceptionally  rigid 
passenger  cabin  so  resistant  to  tlex, 
the  Millenia's  body  panel  seams  are 


20%  tighter  than  on  the  Mercu" 
C280.  You'll  notice  the  difference 
its  solid  secure  ride,  predictably  js4 
quieter  than  that  of  the  Mercede h 
Of  course,  you  will  probably  « 
notice  how  the  Millenia's  avail}" 


millenia 


•  Models  tested  *ith  automatic  tfansp 


:le  V6  engine  powers  it  from 
aster  than  the  V8-powered 
Si*  As  well  as  the  way  our 
4-wheel  multi-link  suspen- 
ds a  smoother  ride  than  the 
300,  since  it  eliminates  struts 


that  can  cause  friction  in  the  shocks. 

Plus  the  J26,000"  Millenia  also 
comes  with  a  36-month/50,000-mile 
warranty  and  24-hour  Emergency 
Roadside  Assistance.1"  Because  even 
the  strongest  car  needs  to  know  that 


somebody  cares.  For  a  free  brochure, 
call  1-800-639-1000.  Or  visit  your 
Mazda  Dealer  for  a  test  drive. 


It  Just  Feels  Right.8 


i  Taxes,  license,  fieighl.  oplions.  dealer  charges  extra  Actual  prices  set  by  dealer  tSee  dealer  tor  details  on  limned  warranty  and  Roadside  Assistance  programs  C  1994  Ma;da  Motor  ol  America,  Inc 
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SHOPPING 


ON-SCREEN  SHOPPING: 
GIVE  IT  A  FEW  YEARS 


Shopping  on  line  is  a 
little  like  fast-food 
dining.  It's  quick  and 
convenient,  but  it's 

not  very  satisfying  to  the 
senses.  No  one  will  ever  con- 
fuse the  experience  of  on-line 


products.  But  downloading  a 
typical  small  illustration  takes 
20  to  30  seconds — a  long  time 
when  you're  staring  at  the 
screen — and  the  result  is  a 
picture  of  less-than-photo- 
graphic  quality. 

Slow,  poor-quality  pictures 


mean  that 


shopping 


ordering  with  a  trip  to  the 
mall,  let  alone  the  pleasures 
of  a  stroll  down  Fifth  Avenue. 

The  variety  of  goods  and 
services  available  is  growing 
daily.  And  the  sophistication 
of  the  presentation,  especial- 
ly the  graphics,  is  increasing. 
Prodigy,  owned  by  IBM  and 
Sears,  Roebuck,  has  retailing 
in  its  electrons  and  is  espe- 
cially strong  in  oi  -line  shop- 
ping. CompuServe  is  a  close 
match.  America  Oi  ne,  with 
far  fewer  merchant:  -  a  dis- 
tant third,  while  Apj  Corn- 
put  's  "new  eWorld  is  nig- 
gling l  -  get  off  the  gi  und. 

Still,  he  electronic  r- 
chants  lvnain  the  captiv<  of 
an  inadequate  technology.    •  - 
tailers  on  CompuServe,  Pr 
igy,  and  AOL  have  added  pi 
t u r e s  of  many  of  t h e i . 


SERVICE 


remains  mostly  a  text  experi- 
ence. That,  in  turn,  has 
shaped  the  nature  of  the 
goods  and  services  sold.  Most 
of  the  same  sort  of  merchan- 
dise has  long  been  available 
by  phone. 

Flowers  and  gifts, 
such  as  fruit  baskets, 
work  well  on  line  be- 
cause shoppers  are 
used  to  ordering 
such  items  sight  un- 
seen. If  you  are  will- 
ing to  forego  the 
pleasures  of  brows- 
ing, buying  books  is 
a  safe  proposition. 
And  one  of  the  best 
ways  to  use  on-line 
shopping  is  with  a 
printed  catalog  in 
hand.  You  can  look 
at  the  pictures  in  the 


Land's  End  catalog  while  get- 
ting the  latest  prices  and  en- 
tering your  order  by  modem. 
Used  this  way,  your  comput- 
er becomes  an  alternative  to 
calling  an  800  number. 

Computer  gear  is  a  natural 
for  on-line  shopping,  and  all 
of  the  major  services  offer  a 
variety  of  software,  hard- 
ware, and  books.  Prices  gen- 
erally   mate  h 


store.  CompuServe  is  n 
tributing  a  cd-rom  ma 
as  an  adjunct  to  its 
service.  In  the  pilot 
the  material  on  disk 
well  integrated  with  t 
tronic  service.  But  C 
Serve  officials  forese 
ture  where  the  c 
contains  extensive  cat 
formation,  including 
and  vide 


those  at  discount 
superstores,  so 
buying  this  way 
is  especially  advantageous  for 
people  in  smaller  communities 
that  don't  have  much  retail 
competition. 

Other  attractive  services, 
designed  more  for  looking 
than  buying,  make  use  of  the 
power  and  convenience  of 
computerized  databases.  All 
three  major  on-line  operations 
let  you  download  specifica- 
tions on  just  about  any  car 
that's  sold  in  the  U.  S.,  though 
they  won't  spare  you  from 
seeing  a  dealer  when  the  time 
comes  to  buy. 

NET  GAINS,  amr's  widely  avail- 
able Eaasy  Sabre  reservation 
system  allows  you — in  theory 
at  least — to  order  plane  tick- 
ets  by  computer.  But  the 
nightmarish  complexity  of  air- 
line fare  structures  makes  ac- 
tual purchases  very  difficult. 
In  the  end,  this  service — and 
the  comprehensive,  extra-cost 
on-line  version  of  Official  Air- 
line Guide — are  more  useful 
for  consulting  schedules  than 
making  reservations. 

A  couple  of  experiments 
suggest  the  technological  im- 
provements that  could  be  in 


FINDING  YOUR  WAY 


O  N   LIN  E 


while  the 
part  pr 
~   current  p 
fiirmatiim  and  a  way  to 
The  Internet  Shol 
Network,  recently  aci 
by  Home  Shopping  Xe} 
offers  a  hint  of  what 
done  with  the  higher-l 
networks  of  the  futurl 
ing  the  easy  navigatini 
of  the  Internet's  World 
Web  multimedia  systel 
makes  it  quick  and  eaa 
most  fun — to  scan  throu 
offerings  of  discount  col 
er  gear.  The  catch  is  yo| 
a  direct  connection 
Internet  of  at  least  5i 
bits  per  second — four! 
the  speed  of  today's  ff 
dial-up  link  to  on-line  i 
es.  qvc,  another  TV-shJ 
system,  recently  annoj 
plans  to  unveil  Q  Onlin 
year. 

On-line  shopping  is  s: 
state  of  becoming.  E 
born-to-sell  Prodigy, ! 
ing  Director  Brian  E~ 
"Retailing  is  not  whei 
hoped  it  would  be."  Bui 
improving  technology,! 
ping  by  PC  could  sor1 
be  as  enjoyable  as  it 
venient.  Stephen  Wil 


What  You  Can  Buy  By  Modem 


FLOWERS 
AND  GIFTS 


COMPUTER 
EQUIPMENT 


CATALOG  CLOTHING 


TYPICAL  MERCHANTS 


800-Flowers  on  CompuServe,  PC  Flowers  on  Prodigj 
Flower  Stop  on  America  Online 


Computer  Express  on  CompuServe  and  Prodigy.  PC| 
Catalog  on  AOL 


Land's  End  and  J.  C.  Penney  on  CompuServe  and  P^j 


BOOKS 


PLANE  TICKETS 


CARS 


Direct  offerings  from  publishers  on  all  services 


Eaasy  Sabre  on  CompuServe,  Prodigy.  AOL 


Specifications  and  pictures  on  all  services 
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A     O  ! 


Mercedes-Benz  of  North  America 

Merck  &  Co.,  Inc. 

Mobil  Corporation 

National  Westminster  Bank  I  SA 

The  New  York  Stock  Exchange 

Foundation 
Newmark  and  Company  Real 

Estate,  Int. 
Fvelvn  Paige,  Inc. 
PaineWebber  Group  Inc. 
Park  Summit  Realty  Corp. 
Philips  Electronics  North  America 

Corporation 
Polo  Ralph  Lauren  Corporation 
Procter  &  Gamble  Fund 
Prudential  Securities  Incorporated 
Restaurant  Associate",  Corporation 
Ruane.CunmfT&Co.lnc 
Lawrence  Ruben  Co  Inc 
Saatchi  &  Saatchi  Advertising 

Worldwide 
Saks  Fifth  Avenue 
Sandoz  Corporation 


Sara  Lee  Corporation 
The  Segal  Company 
Simpson  Thacher  &  Bartlett 
Solow  Building  Compart) 
Swig,  Weiler  &  Arnow  Mgt. 

Co.  Inc. 
Swiss  Bank  Corporation 
J  Walter  Thompson  Company 

Toyota  Motor  Corporation 

Unilever  United  States,  Inc. 

Union  Bank  of  Sw  itzerland 

U.S.  Trust  Company  of  New  Yo 

E  M  Warburg,  Pincus 
&  i  o  Inc 

The  Warner- 1  amhert  Foundatic 

Weil,  Gotshal  &  Manges 

M.  R  Weiser  &  Co. 

Wenheim  Schroder  &  Co. 
Incorporated 

Witco  Corporation 

Young  &  Rubicam  Inc. 


rated 


Friends 

$5,000  AND  MORt 

American  Stock  Exchange,  Inc. 
Angel/EMI  Classics/Virgin  (  lassies 
Banca  Commerciale  Itafiana 
Banca  Nazionale  del  Lavoro 
Broadcast  Music,  Inc. 
Chesebrough-Pond's  USA 
Liz  Claiborne  Foundation 
The  Coach  Dairy  Goat  Farm 
Colgate-Palmolive  Company 
Continental  Grain  Foundation 
Cosmair,  Inc. 

The  Cow  les  Charitable  I  rust 
Cravath,  Swaine  BcMoore 
Credit  Agricole 

R.R.  Donnelley  &  Sons  Company 

Edison  Parking  Corporation 

First  Manhattan  Co. 

Ford  Motor  Company 

Fulbr.ght  &  laworski 

T  he  BFGoodrich  Company 

Thomas  W.  Strauss/Granite 

Capital  International  Group 
International  Flavors  & 

Fragrances  Inc. 
Kajima  International  Inc. 
The  Donna  Karan  Company 
kekst  and  Company  Incorpo- 
Kidder,  Peabody  i>:  Co 

Incorporated 
Loews  Corporation 
Marine  Midland  Bank 

The  May  Department 
Stores  Company  and  its 
Lord  &  Taylor  division 

MCA/Universal 

Melville  Corporation 

Milliken  &  Company 

Minnesota  Mining  & 
Manufacturing  Co. 

Neuberger  &  Berman 

Newsweek,  Inc, 

Nomura  Securities  International, 
Inc 

Northrop  Grumman  Corporation 
Ogden  Corporation 
Phoenix  Home  Lite  Mutual 

Insurance  Company 
Proskauer  Rose  Goetz  & 

Mendelsohn 
Republic  National  Bank  ol 

New  York 
Siemens  Corporation 
Edward  Sulzberger  Foundation, 

Inc 

L'SLIFE  Corporation 
UST,  Inc 

Wells  Rich  Greene  BDDP  Inc 
Westvaco  Corporation 
Wicn,  Malkin  &  Bettex 
One  Anonymous 

Donors 

$3,000  AND  MORI 

Advanced  Monobloc  Corporation 
AFGL  International,  Inc. 
AJusuisse-Lonza  America  Inc. 
American  Industrial  Partners 

\M  VP 

Asicl  &  Co. 

Banco  Ponugues  do  Atlantico 
Bank  Julius  Baer&Co.,  Ltd. 
Bloomberg  L.P. 
Bowne  &  Co.,  Inc. 
Bozcll  Worldwide,  Inc 
Brandon  Systems  Corporation/ 

Ira  Brown 
Brother  International  Corporation 
Brovvn-Forman  Corporation 
Canon  U.S.A.,  Int. 
Carter.  Ledvard  cV  Milburn 
The  Chevron  Companies 
Cline,  Davis  &  Mann,  Inc. 
Consolidated  Rail  Corporation 
Corning  Incorporated  Foundation 
CPC  International  ln«. 
Crane  Co 

Daiwa  Securities  America  In*. 
Datascopc  Corp. 
Deblinger  Sales  &  Marketing 
Corporation 


Dresdner  Bank  AG 

E.I.  du  Pont  de  Nemours 

&  Company 
FinkeKtein  Associates 
Finlay  Enterprises,  Inc, 
Florasvnth  Inc 
Frenkel  &  Co.,  Inc. 
Furman  Seb  Incorporated 
The  Goodyear  Tire  &  Rubber 

Company 
Gould  Paper  Company 

Hill  &  Knowiton,  inc. 

Hilton  Hotels  Corporation 

Honeywell  Foundation 

Hunton  ts_  Williams 

1  he  Industrial  Bank  ol  Japan  Croup 

ITOCHL'  Internationa!  Inc. 

Kenwood  U.SA  Corporation 

Kwasha  Lipton 

Lawrence.  O'Donnell.  Marcus  &  Co. 
Long-Term  Credit  Bank  of  Japan 
Loral  Corporation 
Mason  &  Company 
Mattel,  Inc 

Mitsubishi  International 

Corporation 
Mitsubishi  Materials  USA 

Corporation 
Mitsui  O.S.K.  Lines  (America)  Inc 
Mitsui  Petrochemicals  (America)  Lid. 
Mitsui  I  oatsu  Chemicals,  Inc. 
Benjamin  Moore  &  Co. 
North  American  Reinsurance 

Corporation 
Ogilw  Adams  6V  Rmehart 
Platinum 

Ply  Gem  Industries,  Inc. 
Random  House 
Relco  Group,  Inc. 
Robinson,  Lake,  Lercr. 

Montgomery/Sawyer  Miller  Inc. 
Royal  Bank  ol  Canada 
The  Sanwa  Bank  Limited 
Schering  Berlin  Inc. 
Shereff,  Friedman.  Hoffman  & 

Goodman 
Shiseido  Cosmetics  (America)  Ltd. 
Spears,  Benzak,  Salomon  & 

Farrcll,  Inc 
Sprint  Foundation 
Paul  Stuart 
Sulzer  Bros  In*. 

Sumitomo  Corporation  ol  America 

Tishman  Spever  Properties 

The  Tokio  Marine  and  Fire- 
insurance  Company.  Ltd. 

"21"  International  Holdings.  Inc 

Weiss,  Peck  &  Greer 

Wilson.  Elser,  MoskowitZ,  Edelman 
&  Dicker 

One  Anony  mous 


And  148  supporters  and 
contributors  under  st.ooo 
a:,  of  August  18.  1994 

For  information  please  call 
The  Consolidated  Corporate  Fund, 
H2-8-S-S410.  A  copy  of  the  last 
annual  report  hied  with  the 
New  York  State  Department  ol  State- 
may  be  obtained  upon  request  by 
writing  to  the  New  York  State 
Department  of  State.  Office  of 
Charities  Registration,  Albany,  fSH 
12:11  or  Lincoln  Center  lor  the 
Performing  Arts,  Inc.,  70  Lincoln 
(  enter  Plaza.  New  York,  NY 

too2i-6s:Ss. 


Lincoln  Center 


FOR     THE     PERFORMING  ARTS 


Personal  Business 


PLAYING  GAMES 


RED  BARONS,  RED  ROBOTS, 
AND  VIRTUAL  GOLF 


As  I  walked  through 
the  colorful  city  land- 
scape, I  was  being 
stalked  and  didn't 

know  it:  I  was  too  intent  on 
taking  out  a  green,  two- 
legged  robot  with  my  guns. 
By  the  time  I  realized  that  I 
was  in  danger,  a  red  robot  had 
snuck  up  behind  me  and  let 
loose  its  cannons.  The  relent- 
less barrage  of  tire  did  me  in. 
As  if  I  were  having  an  out-of- 
body  experience,  I  was  sud- 
denly looking  down  and  see- 
ing myself  blown  to  pieces. 
Then,  my  opponent  quipped: 
"Thanks  for  the  points,  New- 
bee."  An  announcement 
flashed:  "You  have  been  wast- 
ed," and  I  was  removed  from 
the  scene. 

At  first  glance,  Cyber- 
Strike  may  not  seem  differ- 
ent from  other  combat-simu- 
lator games  played  on  an 
IBM-compatible  personal  com- 
puter. The  rules  are  simple: 
Destroy  anything  in  your 
path  that  doesn't  bear  your 
team's  color  before  you  get 
smashed  into  oblivion  by  the 
opposing  sides.  I  wasn't  fac- 
ing adversaries  programmed 
into  my  software  but  multi- 
ple live  players  who  could  do 
unpredictable  things.  While  I 
sat  in  front  of  my  personal 
computer  in  Xew  York,  many 
of  my  opponents  were  guid- 
ing their  robots  from  comput- 
er terminals  in  other  states. 

Indeed,  while 
much  has  been  said 
about  the  huge 
amount  of  informa- 
tion available 
through  on-line  net- 
works, a  significant 
number  of  subscrib- 
ers would  rather 
p  1  a  y  g  a  m  e  s  t  h  a  n 
download  data.  "It's 
a  great  way  to  com- 
bat  boredom  and 
loneliness,"  savs 


Mark  Walsh,  president  of  the 
GEnie  Services  network.  "It 
creates  a  sense  of  commonal- 
ity and  conviviality." 

Most  major  on-line  systems 
offer  simple  trivia  contests 
and  adaptations  of  classic 
board  games,  such  as  check- 
ers and  chess.  But  the  grow- 


er of  Netgames,  Your  Guide 
to  the  Games  People  Play  on 
the  Electronic  Highway  ($19; 
Random  House  Electronic 
Publishing/Michael  Wolff  & 
Co.).  It's  certainly  a  potential- 
ly costly  medium:  GEnie  mem- 
bers who  play 
games  typically  finding 
spend  10%  to 
15%  more  time 
on  line  than  other  subscrib- 
ers. One  enthusiastic  partici- 
pant racked  up  charges  of 
$300  in  one  month  just  play- 
ing GEnie's  Air  Warrior. 
GEnie,  based  in  Rockville, 


ON  LINE 


ing  clamor  for  more  sophisti- 
cated fare  with  eye-catching 
special  effects  is  pushing 
some  services  to  differentiate 
themselves  by  focusing  on 
providing  games.  "There  is  in- 
creasing appreciation  [by  the 
networks]  that  on  line  is  more 
than  just  a  reading  medium," 
says  Michael  Wolff,  publish- 


Md.,  currently  boasts  30  mul 
tiplayer  games.  Many  of  them 
are  action  simulations,  which 
is  where  all  the  excitement  is. 
They  induce  an  intensity  un- 
matched by  regular  computer 
games.  Air  Warrior,  which 
features  World  War  II  fighter 
planes  in  midair  combat,  of- 
ten has  as  many  as  90  pilots 


The  Games  People  Play 


GAME 

ON-LINE  SERVICE 

DESCRIPTION 

AIR  WARRIOR 

GEnie 

On  most  nights,  up  to  90  members 
engage  in  midair  shoot-'em-ups 

CLASSIC  GAMES 

Most  networks 

Play  chess,  checkers,  backgammon, 
or  bridge  with  unseen  opponents 

FEDERATION  2 

GEnie 

A  sci-fi  game  where  you  establish 
interstellar  trade-and-commerce  networks 

GOLF 

ImagiNation 

Tee  off  with  up  to  three  other 
people  or  play  an  18-hole  round  solo 

at  once.  Some  have  bee 
ulars  since  its  introd 
seven  years  ago.  "How 
people  have  game  sof 
on  their  pes  that  the 
play  after  seven  years? 
Bruce  Milligan,  senior 
uct  manag 
YOUR  WAY  GEnie's  g 
and-entei 
m e  n  t  sec 
Air-combat  veterans  he. 
members  by  creating  s 
rons,  posting  playing  tif 
offering  "flight  and  : 
schools  to  teach  ta 
MILDER  FARE.  For  thos 
prefer  nonviolent  game 
er  services  offer  more 
ful  options.  The  Imagii  : 
Network,  a  joint  ventu  iti 
tween  game-software 
Sierra  On-Line  and  AT& 
tures  more  "family-ork- 
fare,  such  as  chess,  che 
backgammon,  and  bridg 
it  also  offers  a  simple 
sion  of  Air  Warrior  calk 
Baron,  where  playe 
World  War  I  planes.  Its  ; 
D  Golf  lets  virtual  di  l 
play  a  round  of  18  holes 
or  in  foursomes. 

Even  the  Internet  h 
own  playground.  Thei 
popular  net  games  are  L 
oi-  multi-user  dung* 
where  players  take  onjf: 
that  fit  a  theme  and  injL.. 
by  typing  written  comnl 
These  games  are  more  I 
ing  fantasies  than  goal-d 
ed  contests  with  clear*, 
ners  and  losers.  In  at 
Trek  version,  you  coukf 
pointy-eared  Vulcan  wll'-  l 
plores  the  world  from  th|tr 
spective  of  an  alien  t 
Since  muds  use  only 
anyone  who  can  hookj* 
the  Internet  can  play.  T 
ternet  does  offer  sp 
graphical  games,  but  tl 
available  only  to  users 
a  high-speed  direct  col 
tion.  The  hot  number  or, 
pus  is  Bolo,  a  tank-b 
game. 

As  the  Information  S  ■ 
highway  develops,  net), 
will  create  better,  ii 
more  innovative  games 
sound  effects,  digital  ' 
and  voice  interaction, 
you're  not  addicted  nov 
will  be  soon.  Pau 


r 


tiona 
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THE 
TAIWAN 


w  short  decades  Taiwan  has 
i  into  one  of  the  most  pow- 
>conomic  "tigers"  along  the 
:  Rim.  It's  brimming  with 
?nt  products,  imaginative 
leurs,  energetic  planners  and 
ive  cadre  as  talented  as 
1  find  round  the  world.  In 
e  Republic  of  China's  capital 
less  bastion,  there's  a  glow  of 
>n  at  the  progress  the  island 
las  made  in  a  fiercely  com- 
;lobal  economy.  How  can  a 
;  manufacturer  not  feel  good 
ROC  ranks  as  the  world's 
h  largest  trading  nation? 
,  the  ROC  will  rock  with 
excitement  during  World 
•ek,  October  17  to  23,  when 
5  of  American  and  other  for- 
ors  descend  on  Taipei  to  talk 
cuss  investment  deals  and 
he  camaraderie  of  global 
partners.  It  will  be  a  two-in- 
1  of  festivities  with  the 
ipei  International  Fair  filling 
World  Trade  Center  (TWTC) 
lole  week  and  the  World 
iters  Association  General 
•  packing  the  TWTC's 
mal  Convention  Center, 
small  accolade  to  be  the 
hosen  to  host  the  associa- 
'er  Jubilee.  The  organiza- 
blished  in  1970,  promotes 
mal  trade  through  a  net- 
ffices  and  representatives 
ides  71  nations  and  territo- 
vonder  it's  called  a  "United 
)f  Trade." 


RECKONING  TO  FOREIGN 


'  |  '  J      S  '■         TpV      BLUEPRINTING  FUTURE  GROWTH 

M  f_4      \J     "P\  ut  while  toasting  to  trade,  the 

u  I^L       pv  Taiwanese  business  community, 

**■  ■    y   ■■-   ^    JlJ  as  well  as  government  establish- 

ment, is  doing  a  good  bit  of  soul- 
searching  these  days.  Hardly  compla- 
cent because  of  recent  economic  and 
business  successes,  the  nation  is  blue- 
printing a  future  in  which  Taiwan 
hopes  to  play  a  larger  role  that  reflects 
its  newly  won  stature. 

Two  of  the  top  priorities  in  the 
program  to  enhance  the  country's 
role  in  the  global  economy: 

•  The  ROC  is  working  assiduously 
with  its  many  trading  partners  to  win 
support  for  joining  GATT  (the  General 
Agreement  on  Trade  and  Tariffs),  the 
organization  that  regulates  buying 
and  selling  among  nations. 

•  Just  as  important  is  Taiwan's  goal  of 
becoming  a  leading  operations  center 
for  companies  manufacturing  and 
trading  in  the  Asia  and  Pacific  region. 


INVESTORS  TO  HELP  BUILD  A 


HIGH  TECH  POWERHOUSE 


Paul  Burnrtam  Fumes 


Targeting  High  Technology 

Taiwan's  trump  card  in  accomplish- 
ing this  is  not  just  its  central  location 
-  501  miles  from  Hong  Kong,  731 
from  Manila,  1,318  from  Tokyo  and 
921  from  Seoul.  Air  service,  led  by 
China  Airlines,  is  world-class  -  with 
Chiang  Kai-Shek  International 
Airport  now  nearly  tripling  its  capacity 
to  handle  the  increase  in  business 
travelers  and  cargo. 

But  what  matters  more  in  attracting 
U.S.  and  other  foreign  investment  is 
the  new  quality  image  of  the  country's 
products.  Once  upon  a  time,  "Made  in 


Taipei,  Taiwan's  capital,  is  a  major  Pac  Rim 
business  center.  (Courtesy  of  Epoch  Publishing  Ltd.) 


UNITING  THE  WORLD  THROUGH  TRAD 


Organizers:  China  External  Trade  Development  Council  /  Taipei  World  Trade  Center 


SPECIAL  ADVERTISING  SECTION 


d  transport  facilities  help  make  Taiwan  a  good  regi 
npanies.  (Courtesy  of  Evergreen  Group) 


neant  a  low-priced,  mass- 
product  with  little  cachet 
ly  were  OEM  (Original 
nt  Manufacture)  components 
supplied  to  well-known 
and  American  companies, 
t  their  own  names  on  the 
lucts.  Now,  Taiwanese 
<:e  Acer,  Giant  and  Proton 
ig  waves  along  the  Pacific 
around  the  world,  largely 
f  the  ROC  s  major  advances 
schnology. 

NO  TAIWAN'S  TRADE  TIES 
^"ith  an  average  annual 
growth  rate  exceeding  9%, 
per  capita  income  of  more 
ilO.OOO  and  some  US$85 
i  foreign-exchange  reserves, 

the  very  model  of  a  country 
indergone  "explosive  econom- 
pment,"  as  P.  K.  Chiang, 
of  Economic  Affairs,  puts  it 
lat  the  ROC  "is  ready  to  be 
imong  the  ranks  of  developed 

Last  year,  for  example, 
international  trade  reached 
billion  with  exports  amount- 
5$85  billion  and  imports  to 
illion. 

the  backdrop  to  the  events 
g  this  coming  week  at  the 

Taiwan  World  Trade  Center 
some  complex  of  four 


La, 


modernistic  towers  that  include  an 
Exhibition  Hall  (for  trade  shows),  the 
Taipei  International  Convention 
Center  (3,300  seats,  19  smaller  meet- 
ing rooms),  the  International  Trade 
Building  (back-up  offices)  and  the 
Grand  Hyatt  Hotel  (872  guest  rooms, 
nine  top  restaurants  and  lounges, 
plus  business  and  fitness  centers). 

Getting  a  First-hand  Look 

The  TWTC  will  play  host  to  some 
1  ,()(*()  trade-mission  members  and 
delegates  to  the  Silver 
Jubilee  gathering. 

Included  in  the  Trade 
Mission  Program  are: 

•  Presentations  by  top 
officials  and  execu- 
tives —  from  govern- 
ment and  industry  - 
who  will  outline  the 
key  aspects  of  Taiwan's 
economy  and  trade. 

•  Arrangements  for  vis- 
itors to  hold  one-on-one  negotia- 
tions with  Taiwan  businesspeople. 

•  Factory  tours  at  a  select  number 
of  high-tech  companies. 

•  A  trip  to  the  HsinChu  Science-based 
Industrial  Park  and  the  Industrial 
Technology  Research  Institute. 

•  A  guided  tour  of  the  Taipei 
International  Fair. 

Taiwan  is,  of  course,  a  market  in 


t  year,  I,  uwan 
international  trade 
reacKed  US$162 


ion  with 


amounting  tc 
billion  and  imports  tc 
US$77  billion 


itself  with  21 -million  people,  rising 
incomes  and  pressing  needs  to  up- 
grade its  infrastructure.  The  country 
is  now  busy  constructing  a  high- 
speed rail  system,  building  new 
highways,  expanding  airport  facilities, 
increasing  electric-power  output  and 
cleaning  up  the  industrial  environment 
as  part  of  a  multi-billion  dollar  Six- 
Year  National  Development  Plan  - 
all  of  this  with  the  aim  of  making 
life  better  for  the  Taiwanese. 

There's  no  doubt  that  the  ROC 
would  like  to  have  foreign  companies 
contribute  both  money  and  talent  to 
this  formidable  task.  To  make  the 
prospects  attractive,  Taiwan  is  taking 
down  virtually  all  barriers  and  putting 
out  a  welcome  mat  for  foreign 
investors  in  line  with  the  government's 
policy  of  internationalizing  business 
and  liberalizing  investment  rules. 

Browsing  Through  the 
Merchandise 

The  Fourth  Taipei  International  Fair, 
running  concurrently  with  the  TWTA 
assembly,  is  certain  to  be  a  magnet 
for  manufacturers,  importers  and 
exporters  from  all  over  the  globe. 

Sponsored  by  the  sophis- 
ticated, can-do  China 
External  Trade  Develop- 
ment Council  (CETRA), 
which  operates  the 
World  Trade  Center,  the 
fair  is  a  major  market- 
place for  exchanging 
goods  and  information. 
ThroLiirh  43  offices  in 


Tc 


export  s 

US$8 


some  21  countries  and 


territories,  CETRA  keeps 
foreign  companies  and  investors 
abreast  of  Taiwanese  industrial  devel- 
opments and  important  events. 

The  last  Taipei  International  Fair, 
held  in  1992,  was  a  box-office  hit:  It 
drew  over  60,000  visitors  and  4,000 
participants  representing  more  than 
600  companies  from  64  countries. 
Some  US$200  million  worth  of  busi- 
ness transacted  at  or  shortly  after  the 
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fair.  This  year's  TIF  promises  to  be 
even  more  successful. 

PARTNERING  Wl  1 1 1  FOREIGN 
COMPANIE  5 

Taiwan's  recent  economic  growth 
has  been  nothing  sliort  of  aston- 
ishing. The  ROC]  has  weathered 
the  recession  better  than  most  coun- 
tries. From  L990-93  the  economy 
grew  an  average  6.039?  —  not  the 
dazzling  performance  of  the  1960s 


(9.1%),  1970s  (10.2%),  or  the  1980s 
(8.29?  )  but  ahead  of  many  rivals. 

"With  over  four  decades  of  hard 
work,'"  says  Economic  Affairs  Ministet 
Chiang,  "Taiwan  has  created  an  eco- 
nomic miracle  and  gained  an  increas- 
ingly significant  place  in  international 
trade." 

During  this  period  of  breakneck 
development,  foreign  investments  in 
the  ROC  have  helped  streamline 
Taiwan's  management,  production 
and  marketing  tactics. 

Even  so,  the-  minister  has  cautionary 
words.  "Currently,  Taiwan  is  under- 
going an  economic  transition,'  he 
explains.  "Traditional  labor-intensive 
industries  are  losing  international 
competitiveness,  and  technical  and 
knowledge-intensive  industries  have 
become  the  mainstay  of  the  economy," 
emphasizing,  "The  key  to  a  successful 
transition  lies  in  upgrading  Taiwan's 
production  techniques  and  design 
capability.  This  provides  tremendous 
opportunities  for  foreign  technology 
companies  to  invest  in  Taiwan  or  to 
embark  on  programs  of  technical 
cooperation.' 
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Cutting  Bureaucratic  Red  Tape 
The  Economic  Affairs  Ministty  has 
assigned  top  priority  to  four  goals  that 
foreign  investors  can  help  achieve. 

•  Improve  the  management  and 
manufacturing  techniques  of  tradi- 
tional industries. 

•  Make  Taiwan  an  industrial  base 
for  high-tech  and  high  value-added 
industries. 

•  Strengthen  the  country's  role  as  an 
R&D,  financial  and  transportation 
center. 

•  Develop  Tiiwan  into  a  tegional 
operations  center  for  the  Asia- 
Pacific  region. 

Setting  clown  the  basic  rules  for  pro- 
tecting the  basic  rights  and  intetests 
of  outside  investors  are  the  Statute 
Government  Investment  by  Foreign 
Nationals  and  a  similar  statute  cover- 
ing "overseas  Chinese." 

All  outside  investors  now  enjoy  the 
same  incentives  as  domestic  investors. 
In  most  cases,  they  can  hold  1009?  of 
the  shares  of  a  business.  The  excep- 
tions are  public  utilities,  the  financial 
and  insurance  industries,  and  mass- 
media  and  publishing  companies. 

As  an  added  sweetener,  you  can 
ship  net  profits  or  interest  from  your 
investment  out  of  Taiwan  without 
any  interference.  And  after  one  year  of 
an  investment  project,  you  can  pull 


all  of  your  capital  out  of  the  cou 
To  get  investments  approved  f 
the  chairman  of  the  Investment 
Commission  -  under  the  Ministt 
Economic  Affairs  -  can  now  mal 
independent  decisions  on  about 
of  applications.  And  the  apptova 
process  now  goes  swiftly  in  only 
to  10  clays. 

Tax  Incentives  &  Low-Interest 

To  make  foreign  investment  easi 
Taiwan  has  come  up  with  an  attr; 
package  of  tax  incentives. 

•  The  government  will  waive  fr 
five  to  209?  of  cotpotate  incon! 
taxes  if  you  invest  in  plants  th 
help  create  international  btand-jj 
products.  You  also  get  a  simik 
break  if  you  purchase  automatjj 
production  or  pollution-contn 
equipment. 

•  There's  a  higher  depreciation  tn| 
over  two  years  for  plant  and  ecif 
ment  purchased  for  R&D,  qual 
control  and  energy  saving. 

•  Foreign  and  overseas  Chinese 
investors  get  a  20'  <  tax  break  Ii 
share  earnings  and  partnership 
bonuses. 

•  After  more  than  two  years,  therljl 
income  tax  on  209?  of  listed  shaJ 
issued  for  startups  or  expansion  <!<! 
technology-based  companies. 


The  Taiwan  World  TraLlc  Center  lias  an  exhibit  hall,  well-equipped  offices,  a  convention  center  anc]t 
upscale  hotel.  Above  left:  A  trade  show  in  progress  at  the  TWTC  Exhibition  Center.  (Courtesy  o: 
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WE'VE  BEEN  WAITING  FOR  THE  GREEN  LIGHT... 
FOR  OVER  23  YEARS 

The  21  million  people  living  in  the  Republic  of  China  on  Taiwan  have  not 
been  represented  in  the  United  Nations  since  1971. 

We  are  the  13th  largest  trading  nation  in  the  world,  and  we've  accumulated 
one  of  the  world's  largest  reserves  of  foreign  exchange.  To  share  our  hard  earned 
prosperity  with  others,  we've  set  up  an  International  Economic  Cooperation 
Development  Fund  and  an  International  Relief  Fund. 

We  really  do  want  to  meet  our  obligations  to  the  international  community 
by  helping  nations  in  need.  The  problem  is  that  our  democratically  elected 
representatives  are  not  allowed  into  numerous  international  organizations.  The 
Chinese  communists  claim  they  represent  us  and  block  our  participation  in  the 
United  Nations  and  other  important  international  bodies. 

The  fact  is,  China  has  been  divided  into  two  separate  political  entities  for 
more  than  four  decades.  Like  Korea,  both  sides  deserve  recognition. 

We  call  on  the  world  community  to  give  us  a  green  light  and  allow  us  to 
meet  our  international  obligations.  We've  been  ready  and  willing  for  a  long  time 
now. 


TODAY'S  TAIWAN 

 m — 

REPUBLIC  OF  CHINA 
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Looking  for  investment  capital? 
All  Taiwanese  financial  institutions, 
including  31  ROC  banks  and  52  branch 
office  of  foreign  banks,  provide  finan- 
cial credits.  If  your  investments  fall 
within  the  Economic  Affairs  Ministry's 
guidelines,  you'll  come  in  for  prefer- 
ential loans  at  low  interest  rates. 

SPRINGBOARD  FOR  MULTINATIONALS 

If  you  want  to  do  business  with  the 
nearly  dozen  Pac  Rim  countries  out 
of  centrally  located  offices  and  plants, 
no  country  fits  your  needs  better  than 
Taiwan,  the  ministry  argues.  It  has, 
among  many  advantages,  top  airline, 
shipping  and  communications 
facilities.  Its  currency  -  the  New 
Taiwan  dollar  (NT$26. 3= US$1  as  of 
August,  199-4)  -  is  stable. 
Though  mandarin  is  the 
official  language,  most 
Taiwanese  in  business 
circles  speak  or  under- 
stand English. 

With  global  business 
so  dependent  on  people 
skills,  Taiwan  has  an  edge 
over  many  countries.  Its 
work  force  has  a  high- 
productivity  track  record 
that  would  be  the  envy  of  most  coun- 
tries. And  the  Taiwanese  executives 
who  manage  operations  are  export- 
oriented  with  considerable  knowledge 
of  Pac  Rim  and  other  foreign  markets. 

Taiwan's  Solid  Industrial  Base 
Underpinning  all  this  is  the  country's 
broad  industrial  base,  from  plastics 
and  textiles  to  machinery  and  elec- 
tronics. When  it  comes  to  developing, 
producing  and  marketing,  few  prod- 
ucts are  unfamiliar  to  the  Taiwanese 
business  community. 

Not. long  ago,  BERI,  an  American 
consulting  firm  that  specializes  in 
"Business  Environment  Risk  Intelli- 
gence," made  an  assessment  of  the 
political  and  economic  stability  in 
some  50  countries.  Included  in  its 
criteria  are  profit  opportunity,  invest- 


ment security,  simplicity  of  invest- 
ment procedures  and  ease  of  remit- 
tance. In  BERI's  diagnosis,  Taiwan 
came  out  near  the  very  top  —  with 
only  Switzerland  and  Japan  ahead  of  it. 


G 


kicjlit  now    I  lie 
government  is  consid 
ering  a  In  c  -year  tax 
noliaay  lor  invest- 


ments in  major 


FROM  EXCLUSION  TO  INCLUSION 

lining  entrance  to  GATT  is 
simply  one  more  obstacle  in 
a  long  line  of  frustrations 
that  the  ROC  on  Taiwan  has  had  to 
endure  over  the  years.  In  what  the 
Taiwanese  call  the  "politics  of  exclu- 
sion," their  country  has  been  barred 
from  membership  in  the  international 
community  of  nations  for  decades.  The 
United  Nations,  the  World  Bank, 
the  International  Monetary  Fund  — 
these  and  other  organizations  have 
kept  Taiwan  out  or  on 
the  sidelines  for  decades. 

Today,  Taiwan  is  both 
a  vibrant  democracy  and 
an  economic  power  - 
with  the  world's  20th 
largest  GNP  and  25th 
highest  per  capita  income. 


s 


tech  or  technology 
intensive  industries 


Tackling  the  Taiwan 
Issue 

Taiwan's  failure  to  find 
the  place  in  the  sun  it  deserves  dates 
back  to  19-49.  Following  the  Commu- 
nist takeover  of  mainland  China  in 
that  year,  most  countries  quickly 
recognized  Beijing  as  the  legitimate 
government  of  China.  For  all  intents 
and  purposes  the  Nationalist  Chinese 
government  on  Taiwan  and  the  island 
country  itself  dropped  from  the 
world's  view.  Since  then,  even  great 
powers  have  feared  disturbing  the 
People's  Republic  of  China  over  the 
Taiwan  issue. 

During  the  '80s,  international 
opinion  began  to  soften  in  the  face  of 
global  realities.  In  1987  Taiwan  part- 
ly set  the  stage  for  change  by  lifting 
"martial  law"  and  putting  one-party 
dominance  behind  it,  forging  in  its 
place  a  new  democratic,  constitution- 
al system. 


But  no  change  has  been  more 
startling  than  the  breakthrough  ( 
relations  with  mainland  China 

Today,  Taiwan,  in  fact,  is  a  let 
player  in  China's  economic  growij 
ROC  investments  in  mainland 
industries  now  total  US$5  billio 
best  estimates,  and  indirect  two- 
trade,  mostly  through  Hong  Ko 
has  topped  the  USS7  billion  maij 
Unable  to  compete  with  Southe 
Asia's  cheaper  labor  markets,  mal 
Taiwan  manufacturers  have  mov 
production  to  mainland  China 
a  similar  culture  and  language  rrjj 
it  comparatively  easy  to  succeed. 
Foreign  investors  from  Europe  afl 
North  America  are  already  usinai 
Taipei's  facilities  and  talents  as  a  jfl 
ing-off  place  for  expanding  busirM 
in  both  the  ROC  and  mainland  Qfl 


The  Penalties  of  Prosperity 
Taiwan  is  undeniably  prosperous! 
result  of  its  tiger-like  determinatil 
grow  its  economy.  But  today  it  is 
by  the  same  competitive  problen 
that  strain  the  U.S.  and  Europea:  ■ 
economies.  The  New  Taiwan  dolr 
has  significantly  appreciated.  HiK 
wages  lead  to  rising  living  standi 
—  and  inflationary  pressures. 

In  short,  prosperity  has  priced1^ 
Taiwan  out  of  major  markets.  Ando* 
Indonesia,  Malaysia,  the  Philippl 
Thailand,  and  mainland  China  an 
jockeying  for  position  in  the  lowfll 
markets  Taiwan  once  dominated 

As  it  takes  a  hard  look  ahead, ft 
Taiwan  sees  two  options:  Move  ii); 
product  base  out  of  the  bargain  tie 
ment  into  the  luxury-goods  depa- 
ment  -  or  face  economic  stagnata 

The  choice  is  clear.  To  remain 
competitive,  Taiwanese  compani' 
must  go  upscale. 

INVESTING  IN  HIGH  TECH  INDUSJE 


he  on-going  policy  of  the 


T 

government  is  to  improve 
1    Taiwan's  investment  enviro 
ment,"  states  Minister  of  Econonl 


PARTNERSHIP.  It's  the  dramatic  difference  international  businessmen  are  discovering  in  their  dealings  with  Taiwan. 
By  providing  investors  complete,  easy  access  to  Taiwan's  combined  resources,  we  help  business 
bridge  the  gap  between  buyer  &.  seller,  manufacturer  &  consumer,  investor  needs  &.  investment  opportunities. 

I  I 

f  Foreign  Trade,  Ministry  <>t  Economic  Affairs,  1  I  In  Kou  Street,  Taipei,  Taiwan,  K.O.C.  Tel:  (886-2)  351-0271  Fax:  (886-2)  351-3603. 

I  I 
I  I 
I  I 


The  people  you  need 
to  make  your  Asian 
venture  a  success  are 
at  Hsinchu,  Taiwan. 

When  you  locate  your  company  in  Taiwan's  Hsinchu 
Science-based  Industrial  Park  (HSIP),  you  will  gain  a 
competitive  edge  in  the  world  of  high-tech  manufacturing. 

That  is  because  Hsinchu  offers  some  of  the  region's  best 
technical  talent.  Founded  in  1980,  the  HSIP  has  long  been 
a  mecca  for  the  best  and  brightest  graduates  of  the  nearby 
Chiao  Tung  and  Tsing  Hua  Universities,  two  of  Asia's  best 
engineering  schools.  Skilled  in  production  engineering 
and  industrial  processes,  these  men  and  women  assure 
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the  smooth  operation  of  companies  in  the  park 

The  HSIP    has  other  advantages  as  well.  Foi| 
companies  receive,  for  example,  an  attractive  pacig 
of  investment  incentives.   Sourcing  of  componen 
easy  due  to  a  mature  vendor  base.  And,  locate* 
Taiwan,  the  HSIP  is  in  the  heart  of  Asia,  with  st 
communication  and  transportation 
links  throughout  the  region. 

These  are  a  few  of  the  reasons  that 
more  than  150  multinational  and 


™  -i 


domestic  high-tech  companies  have 
chosen  the  HSIP.  Last  year,  combined  sales  growth 
40%.  Isn't  it  time  you  found  out  more  about  the  faj 
growing  science  park  in  Asia? 


THE  SCIENCE-BASED  INDUSTRIAL  PARK.  WHERE  IDEAS  ttj 

Investment  Service  Division,  Hsinchu  Science-based  Industi 
No  2.  Hsm  Ann  Rd..  Hsinchu,  Taiwan.  R  O  C.  1 
Tel  886-35-773311  Fax  886-35-776222 
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K.  Chiang,  describing  the 
1  from  labor-intensive  to 
^e-intensive  industries. 
>r  aim  of  the  current  Six-Year 
Igeted  at  US$302  billion,  is 
aiwan  into  a  center  for  high- 
)  and  production.  At  the 
*  ROC  s  list  of  industrial 
re  it  particularly  welcomes 
ivestment  are  biotechnolo- 
itinications,  consumer  elec- 
ealth  care,  information  sys- 
li-conductors  and  software  - 
■ntion  advanced  materials, 
uticals,  precision  machinery 
rce  exploitation  as  well. 

lg  Traditional  Industry 

worldwide  slowdown  in 
ROC  government  has 
?d  its  industrial  policies  and 
with  the  "Statute  for  Up- 
ndustries"  and  the  "Act  for 
ing  the  Investment  &  Up- 
f  Manufacturing  Industries." 
y,  the  investment  climate  has 
ly  improved.  The  growth 
nported  capital  equipment 
29<  in  1992  -  a  sure  sign 
te  investment  is  rebound- 
t  now,  the  government  is 
lg  a  five-year  tax  holiday  for 
its  in  major  high-tech  or 
;y-intensive  industries. 


Back  in  1952,  rice  and  sugar 
together  accounted  for  three-fourths  oi 
total  exports.  By  1983  it  was  a  whole 
different  story  -  with  electronics,  tex- 
tile products,  basic  metals  and  metal 
products,  and  footwear  in  the  lead.  Last 
year  the  key  export  categories  were 
electronics,  machinery,  and  informa- 
tion and  communications  products. 

Taiwan's  Silicon  Valley 

Nothing  typifies  Taiwan's  high-profile 
campaign  to  expand  high-tech  indus- 
tries more  than  HsinChu  Science- 
based  Industrial  Park  (HSIP),  well 
situated,  just  a  40  minute  drive  from 
CKS  International  Airport  and  90 
minutes  from  Taipei.  During  1993, 
in  its  thirteenth  year  of  operation, 
the  combined  sales  of  HSIP's  150 
companies  reached  US$5  billion. 

Today  there  are  nearly  30,000 
scientists,  engineers  and  production 
personnel  working  in  HSIP.  It's  a 
young  work  force  -  average  age  3  1  - 
nearly  half  equipped  with  a  minimal 
education  of  junior  or  technical  college 
and  slightly  more  than  half  women. 

Last  year,  the  productivity  of  1 1SIP 
companies  was  US$172,000  per 
employee  because  HSIP  Manufacturers 
spend  and  average  of  6%  of  sales  on 
R&D  versus  1.7%  by  outside  high- 
tech companies. 


u  Science-based  Industrial  Park,  the  first  choice  for  high-tech 


investment  in 


DOING  HUSINKSS  WITH  TAIWAN 
To  learn  more  about  trade  and  invest- 
ment opportunities  in  Taiwan,  get  in 
touch  with  the  local  World  Trade 
Center  or  a  branch  office  of  the  Taipei 
World  Trade  Center  and  China 
External  Trade  Development  Council 
in  your  city.  You  can  also  fax,  phone 
or  visit  the  Taipei  office  of  the  TWTC 
Trade  Mission  Program,  located  at 
7F,  333  Keelung  Rd.,  Sec.  1,  Taipei, 
Taiwan,  R  O  C.  Telephone:  757-6846/ 
725-5200.  Fax:  757-68  U/6653. 

For  information,  brochures  and 
other  details  on  the  Taipei  Interna- 
tional Trade  Fair,  contact  CETRA 
Market  Development  Dept.  I,  5F, 
CETRA  Tower,  333  Keelung  Road, 
Section  1,  Taipei,  Taiwan,  R.O.C. 
Telephone:  725-5200.  Fax:  757-6443. 

The  phone/fax  code  for  Taiwan  is 
886;  for  Taipei,  2. 

The  high-tech  companies  in  HSIP 
can  be  broadly  classified  into  integrat- 
ed circuits,  computers  and  periphals, 
telecommunications,  optoelectronics, 
precision  machinery  and  biotechnology. 

Vital  to  the  park's  growth  has 
been  the  return  of  some  one  thousand 
expatriates,  who  -  at  last  count  -  had 
founded  73  of  the  1  50  companies. 
But  it's  equally  revealing  to  note  that 
there  are  also  30  American,  four 
European  and  tour  Asian  companies 
in  the  corporate  mix.  And  of  the 
total  investment  of  L1SS2.54  billion, 
2l9r  is  foreign  capital. 

HSIP  is  an  ideal  location  for  the 
operations  centers  of  international 
companies  catering  to  markets  along 
the  Pacific  Rim.  The  park  is  already 
landscaping  another  1  13  acres. 
And  if  high-tech  companies  pile  in, 
as  the  ROC  government  hopes, 
HsinChu  Science  City  Project  will 
require  an  investment  (if  roughly 
US$4  billion  over  the  next  25  years 
to  fully  move  Taiwan  into  the  global 
high-tech  arena.* 

Paul  Burnham  Finney  is  a  well-known 
American  journalist  who  frequently 
writes  about  global  business  developments. 


HELP 


RE  TO  TURN 

N  YOU'RE  LOST  IN  SPACE 


zed  somebody, 
just  anybody. 
S  know  I  need 
Help! 

ce  didn't  exist  when 
?nnon  and  Paul 
ey  wrote  the  title 
e  movie  Help!  some 
ades  ago.  But  nowa- 
ine  aficionados  know 
of  any  kind — from 
al  (uncovering  the 
an  obscure  Beatles 
)  the  heart-wrench- 
lg  solace  in  the  com- 
rangers  who  share  a 
) — is  but  a  modem 
;he  on-line  universe, 
is  can  peruse  classi- 
ind  make  business 
And  people  routine- 
jpport  during  natu- 
ers. 

MOUTH.  When  your 
*  system  goes  ker- 
;er  you've  installed 
>gram,  you  can  send 
3  SOS  to  a  technical 
;ative  from  the  soft- 
pany.  The  rep  might 
Dut — provided  your 


computer  hasn't  crashed  to 
the  point  where  you're  un- 
able to  dial  out. 

CompuServe,  in  particular, 
is  a  bastion  of  technical  help. 
Some  700  computer  and  soft- 
ware companies  are  repre- 
sented. The  likes  of  IBM,  Ap- 
ple Computer,  and  hmmh 
Microsoft  offer  nu- 
merous forums  that 
differentiate  among 
product  lines  or  sep- 
arate novice  hand- 
holding  from  the 
more  complex  advice 
that,  say,  a  chief  in- 
formation officer 
might  require. 

Fine  technical 
support  is  also  avail- 
able on  America  On- 
line, GEnie,  ZiffNet 
(which  can  be  ac- 
cessed directly  or  through 
CompuServe  or  Prodigy),  and 
through  countless  Internet 
news  groups.  Many  compa- 
nies also  run  their  own  pri- 
vate technical-support  bulle- 
tin boards. 

Consumers  usually  receive 


swift  and  lucid  responses  to 
their  queries.  U.  S.  Robotics, 
which  handles  about  450 
questions  a  week  in  Com- 
puServe's Modem  Vendor 
forum,  says  its  objective  is 
to  answer  within  24  hours. 
But  users  of  products  from 
other  makers  can  wait  days 
for  a  reply  that  might  as  well 
be  gibberish.  One  problem: 
Some  companies  view  tech- 
nical support  as  a  profit  cen- 
ter, so  they  might  accommo- 
date on-line  customers  as 
well  as  they  ought  to.  Says 
Barry  Berkov,  an  executive 
vice-president  at  Compu- 
Serve: "We  establish  stan- 
dards for  replying  to  messag- 
es, and  every  once  in  a  while, 
we  terminate  [a  company]." 

Often,  the  solution  to  a 
technical  hassle  comes  not 
from  the  company  that  pro- 
duced the  errant  hardware 
or  software,  but  from  other 
on-line  users 
who  have  al- 
ready experi- 
enced and  diag- 
nosed the  problem.  The 
technical  forums  on  Compu- 
Serve and  elsewhere  contain 
software-bug  fixes  and  pro- 
gram drivers  that  can  be 
downloaded,  usually  at  no  ex- 
tra charge.  IBM's  new  version 
of  OS/2  software,  code-named 
Warp  and  scheduled  for  re- 
lease in  October,  will  include 
direct  connections  to  the 


er,  and,  if  need  be,  automati- 
cally zap  you  an  upgrade. 

When  the  thing  that  needs 
fixing  is  your  own  head,  your 
computer  may  take  the  place 
of  a  shrink's  couch.  The  Inter- 
net, for  instance,  is  filled  with 
groups  that  Sigmund  Freud 
might  have  admired:  alt.psy- 
chology.help,  alt.abuse.recov- 
ery,  and  alt. support. depres- 
sion among  them. 
SAFETY.  Hundreds  of  medi- 
cal and  self-help  groups  re- 
side on  line,  too.  Last  fall, 
America  Online  launched  the 
National  Multiple  Sclerosis 
Society  Forum  where  users 
can  access  libraries  and  talk. 
aol's  Health  &  Medical  Chat 
forum  offers  real-time  discus- 
sions with  cancer  survivors. 
Other  topics  include  chronic- 
fatigue  syndrome,  panic  dis- 
orders, aids,  and  marital 
troubles. 

CompuServe's  Health  & 
Fitness  Forum 


FINDING  YOUR  WAY 


ON  LINE 


provides  three 
regularly  sched- 
uled one-hour 
Alcoholics  Anonymous  meet- 
ings a  week,  plus  weekly  ses- 
sions for  Overeaters  Anony- 
mous and  Narcotics 
Anonymous.  "When  some- 
body wants  to  recover  from 
an  addiction,  the  safety  and 
anonymity  of  a  computer 
screen  can  be  a  real  asset," 
says  Wendell  F,  a  recovering 
alcoholic  who  oversees  the  fo- 


Expert  Advice 


RESOURCE 

ADDRESS/PHONE 

INFORMATION 

AMERICAN 
SELF-HELP 
CLEARINGHOUSE 

St.  Claires-Riverside 
Medical  Center, 
Denville,  N.J.  07834 

For  a  list  of  on-line  self-help 
groups,  send  a  self-addressed 
stamped  envelope 

THE  BLACK  BAG  BBS 

Collegeville,  Pa. 
610-454-7396 

Allows  you  to  download  a  list 
of  health-related  bulletin 
boards  with  your  modem 

BOARDWATCH 
MAGAZINE 

800-933-6038 

The  October  issue  contains 
506  technical  product-support 
bulletin  boards 

Internet  (for  a  fee)  via  the 
IBM  Global  Network.  If  you 
have  a  problem  with  the  In- 
ternet software  included 
with  Warp,  the  network  will 
be  able  to  detect  the  current 
version  of  the  program  load- 
ed on  your  personal  comput- 


mm's  recovery  sections.  Even 
so,  he  urges  members  to  at- 
tend in-person  meetings. 
While  the  benefits  of  cyber- 
therapy  are  enormous,  he 
aadmits:  "There's  no  substi- 
tute for  a  warm  handshake 
and  hug."         Edward  Baig 


FOR  AD  RATES  AND  INFORMATION 
PHONE:  (312)  337-3090 
FAX:  (312)  337-5633  OR  WRITE: 


mm  BUSINESS  _  WE£K 

Marketplace 


BUSINESS  WEEK  MARKET-PLA 
100  EAST  OHIO  STREET  SUITE 
CHICAGO,  ILLINOIS  6061 1 


0 


Franchising 


UNIQUE  WHOLESALE  LITE  MFG  "GOLD  100"  FRANCHISE 

Success  magazine  rated  us  (again)  among  the  1 00  Best  franchises 
in  North  America.  Entrepreneur  rated  us  Top  Franchisor  in  our 
industry.  Time  to  find  out  why.  ($160,000  minimum  cash  required) 


Call  800  627-9998 


WHOLESALERS  TO  THE  RETAIL  /  PRINTING  TRADE 


Telecommunications 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

i  a  ti\  Programmed  to 
OnlV  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212  BoylstonSt.  #120 
Chestnut  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Travel  Abroad  with  a  PC  & 
fax/modem? 


Recognize  this  problem? 
TeleAdapt  provides 
solutions  which  enables  you 
to  connect  &  communicate 
from  anywhere  in  the 
world. 

Contact  us  now  for  more 
information' 

USA  Tel:  408-370-5105 

Fax:  408-370-SI  10 
CompuServe  ID:  72623,706 

UK  Tel:  +44  (0)81  421  4444 


Travel 


FLYAMiG  IN  MOSCOW 


Break  the  sound  barrier 
in  a  MiG-21.  Climb  to 
the  edge  of  space  in 
a  MiG-25. 

Experience  the  incredible 
tailslide  in  the  MiG-29. 
You  need  not  be  a  pilot.  MIGS  etc. 
offers  a  variety  of  planes  and  flight 
packages.  Packages  start  at  $5500. 
Call  for  a  free  brochure. 

MIGS  etc., Inc. 
MK5S     800  MIGS  ETC  (USA) 

813  923-0607 


Videos 


TomKat 

\JPF  PRODUCTIONS 


BUSINESS  VIDEO  SERIES 


Learn  from  the  entrepreneurial  pros 
Network  Quality  videos 
provide  an  entertaining  and 
informative  look  at  a  variety 
of  subjects  crucial  to  the 
success  of  any  small 
business.    Call  today  for 
the  TomKat  catalog! 
Communications,  Sales,  Marketing,  and  More! 


(800)  580-0857 


Office  Supplies/Equipment 


America's  Lowest  Priced  MJIOIJ'SALK 
Office  Supplies  Direct  to  You" 


> AVERY 


S]87 


"  Telephone 
j.  Memo 
Book 
•400  sets, 
duplicate 

EA#  50076 


uxo  20-pt. 
Pressboard 

  Report 

Cover 
\  •  Letter 
size 

— 1  #25971 

67CEA 


Letter  Size 
201b. 
Copier  - 
Paper 
#851120 

'IT* 


You  simply  won't  find  lower  prices  on  brand  name  office  supplies  than  at  Wholesale 
Supply  Company.  Over  9,600  different  items,  same-day  shipping,  and  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it.. .or  5%  back  onyour  purchase!  Call  for  details 
and  your  free  catalog.  1-800-962-9162 


Ad  Code  0085 


Computer  Services 


Conquer  Your 


Computer! 

'  Tech  Talk's  unique  service  pro- 
|  vides  instant  help.  Subscribe 
J  now  and  receive  special  intro- 
.  ductory  package,  only  $9.95 
I  ($100  value).  Satisfaction 
|  guaranteed.  Free  brochure  & 
Retails  -  call  800-628-8280j 


Business  Services 


"Destiny"  Makes  Business  Sense 


"Simple  &  Powerful"  -  PC  Magazine 
Expert  Business  Plan  Writing 
Financial  Analysis  Software, 
Setup  Budgets,  Forecast, 
Manage  Cash  Flow 


Money  Back  Guarantee,  Toll  free  800/366-51 1 1 


Order  Today!  or  Contact  your  dealer 


Exclusive 
Real  Estate  Trends! 

Available  for  first  time,  twice  yearly 
report  1994-1995  senior-level  hiring  trends, 
forecasts.  Prepared  by  Ferguson  Partners. 
Send  $195  (checks  only)  for  midyear 
report  NOW,  year-end  report  to  come: 
Marks  Communications 
420  Frontage  Road 
Northfield,  IL  60093 
For  Info:  708/446-8155 


RESEARCH  REPORTS 

19.850  academic  topics  available1 
Send  $2  00  tor  the  290-page  catalog 
Custom-written  reportsalsoavailable. 
RESEARCH  ASSISTANCE 
11 322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


Business  Services 


The  Elephant  Secretary 

remembers  all  your  important  dates, 
selects  amazingly  appropriate  cards, 
stamps  &  addresses  them  in  your  own 
handwriting,  &  gets  'em  there  on  time. 

We  do  all  the  work  &  you're  a  herol 
How  do  we  do  it?  call  24  hours: 

I-S00-7-ELEPHANT 


Education/Instruct 


j  SPEAK  BETT  I 

Complete  audio  prograrr 
VOICE  IMPROVEI  >t 
•  ACCENT  REDUC 
by  David  Alan  Stern,  j 
$29.95  each 
[  1-800-753-101 


25 


*5 


JAPANESE  RUSSU 
or  any  of  81  Languas 
FREE  CATALQcl  rf 

hi  'ii.'    A  K  ::uvs  kdjK'  Insl  i 

1 202  Lexington  Avenue  Suite  2b 
New  York,  NY  10128 

800  722  63S$ 

212  343  1203  « 


Health/Fitness  1 


w 
Wl. 


Businessman's  Peck 

(Ultra  Small  Step  Counte  l 
Doubles  as  a  Tie-Clasp 

Wear  on  a  necktie  I 
$39.96  Plus  $3.00  S/H 
Send  Check  or  M  O.  to 
BITS,  P.O.  Box  1331, 
Brentwood,  TN  37024 


I 


Business  Service 


Mil 


Office  Suite 

China 


Total  $10,000  to 
a  business  sui 
with  services 


kPii 

■  ->■ : 

alio 


•  Secretarial  service 
year  round 

•  5  day  free  hotel 
accommodation  pe 

•  Full  Service  Busin 
Center 

Limited  Offer 
for  free  brochur 

■''"'in 

1 -800/356-611 

Fax  800/616-665 

Join  our  grou  ! 

business 
tour  to  Chins 

October  23,  191 
to 

October  31,  19!  I 


\TES  AND  INFORMATION 
(ME:  (312)  337-3090 
2)  337-5633  OR  WRITE: 


mm  BUSINESS  m^  WEEK 

Marketplace 


BUSINESS  WEEK  MARKET-PLACE 
100  EAST  OHIO  STREET  SUITE  632 
CHICAGO,  ILLINOIS  6061 1 


ter  Software 


>ED  PROFITS 

ling  and  increase  productivity  with 
agement  and  accounting  software 
our  business  for  as  little  as  S400. 

I  for  free  demo 
iinessVision 

afd.Suite  255.  Clearwater  FL  3461 9 
42-8188  Ext.  21 


on/Instruction 


Zl  DEGREE 

\>our  career  potential! 

sroom,  fully-accredited  degree  in 
3.  or  Liberal  Arts  using  Moore's 
I  study  program  •  Earn  credits 
ram  The  University  of  the  State  of 
College  •  With  our  materials  you 
;sary  exams  with  confidence  and 
ir  our  interest-free  financmn 


IV!  ATI  ON  OR  A  TRANSCRIPT 

cm  OR  WRITE  today! 


.Educational 

L  I  S  H  E  R  S 

d.,  NasMk,  TN,  3721 2-6006 
U3  •  iax  (6iS)383-6Si9 
0-737-2222 


.LEGE  DEGREE  AT  HOME 


jsiness 
ital  Studies 
mV 
dies 


CHADWICK 


UNIVERSITY 


ACCREDITED  MtMHEK 
Worid  Aiwwuum  Vmtratu 
andCMltfa 


major  companies. 

gue  call  1-800-767-CHAD. 


Paced  Home  Study 
elors  Masters  Doctors 

Public  Admin,  Health 
lan  Resources,  Finance, 
iness.  Tech  Mgmt.  Law, 
ology.  Call  for  brochure 
7-2254  (24  hrs) 
alHomla  University 
-sslonal  Studies 
(V,  Santa  Ana,  CA  92701 


stance  Learning 

degree  required 
niversrty 

i  Economist  Intelligence 
of  the  world  s  bes!  MBAs 

in  UNIVERSITY 

lerlcan  Distributor 

te  2,  Berkeley  CA  94709 
IA-0707,  Ext.  20 


^AL DEGREES 

MS/MBA  PhD/JD 
rk./life  exp.  •  Accredited 
44-8569  (24  hrs.) 

le  University 

indeville,  LA  70470-4000 


Menswear/Fashion 


The  100%  wool  felt  outback  hat 
This  water-repellent  hat  is 
trimmed  in  leather  for 
dress-up,  dress-down 
versatility.  And  it  s  designed 


HARTFORD  YORK  LTD. 


y  to  hold  it  s  shape,  even  if 

rushed!  Black,  chocolate,  or 
khaki.  $39.95  all  sizes. 
Please  phone:  800-936-5646 


Buildings/Structures 


FACTORY  CLEARANCE! 


Buy  Factory  Direct.  Build  it  yourself! 
20«32  •  25«48 
35  x  56  •  50x124 

800  888  4606 1^ 


Business  Opportunities 


TELECOMMUNICATIONS 


OWN  PART  OF  AN  SMR 
TELECOMMUNICATIONS  WEST 
COAST  NETWORK  PRESENTLY 
UNDER  CONSTRUCTION  IN 
CALIFORNIA  &  NEVADA 
$10,000  risk  capital  required 

IRA  &  Self-directed  peisioi  pi ae  qualified 

Cova  Communications 

80O72J1338,  FAX  407 84^5844 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-Selt-Tnde 

LaserJet  CotorPro 
DeskJet  Draft  Pro 

RuggedWrtler  Dratt/Masler 
Electrostatic  Rotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available. 

Ted  Dasher  &  Associates 

4117  Second  Ave  .  S  Birmingham.  AL  35222 
Phone:  205/591-4747  Fu:  205/591-1 10S 
900AV»-4S33 


Direct  Marketing 


TAKE  A  QUANTUM  LEAP 
INTO  DATABASE  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/852-2220  Fx:  716/842-6049 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need 
it.  Excellent  variety, 
styling  and  quality 
Send  for  T 
CATALOG 


HITCHCOCK  SHOES.  INC 

Dept.  55  P  Hingham.  MA  02043 


Investment  Services 


Correction  Done 
Interest  Rates 
at  their  Peak? 

Read  the 
Aggressive  Investor 
to  find  out. 


Three  months 
One  year 


$  55 
$195 


The  Aggressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Corporate  Gifts 


WHY  PAY  MORE??? 

FACTORY  DIRECT!!! 

•Free  Set-up,  Die,  Artwork,  Shipping* 

Embroidered 

Caps  as  low  as 

$3.55 

Embroidered  Jackets 

as  low  as  $26.50 

Embroidered  Polo  Shirts 

as  low  as  $13.90 
Patches  3"  as  low  as  $  0.37 
Lapel  Pins  3/4"  as  low  as  $  0.55 
800/775-7722 

for  free  catalog 
Best  Greetings,  Inc. 


Corporate  Gifts 


SOLAR 
CALCULATORS 


1-800-936-5646 
LOBGGEAff 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


A  Tour  of  California's 


Gou/it/y 

Delivered  To  Your  Do 


Take  a  monihly  ex 
"Wine  Country,"  fi 

wines  from  one  of  California's 
undiscovered'  wineries,  plus  exclu- 
sive newsletter  Quantity  orders  at 
discount  Gift  subscriptions  Only 
$26  50/mo.  delivered  to  yout  home/office 

1800  858  WINE 

19463) 


Art/Collectibles 


GALERIE  D'  SPORT 
Presenting  Wearable 
Sports  Fine  Art 

Fine  clothing  for  people  who  love  the  game 
T-shirts.  Sweatshirts  &  Jackets  ot  the  highest 
quality  depicting  visions  of  sport  by  some  of 
the  most  respected  artists  in  the  country 

For  Free  catalog  call 
Galerie  d'  Sport  1-800/299-3399 
Fax:  714/457-9106 


Corporate  Gifts 


CORPORATE  SQUEEZE 


Your 
logo  will' 
definitely  be  seen 
and  squeezed  when 
imprinted  on  these  popular 
latex  stress  balls'  An  ideal 
corporate  gift  or  trade  show 
giveaway,  it  gets  your  corporate  message  right  in 
the  hands  ot  the  decision  makers. 

Special  Offer! 
For  a  limited  time  only  you  can  order  as  few  as 
48  balls  with  your  one  color  logo  for  as  little  as 
$6  95  each!  A  $12  95  retail  value 


1-800-936-5646 
LOBOGE4I? 

USA 

FAX:  (415)  579-5534  •  FREE  BROCHURE 


Advertising  Age  salutes  BusinessWeek 
and  its  marketing  intelligence 
beginning  with  its  first  advertisement  in  our  pages  65  years  ago. 

Advertising  Age  Custom  Publishing  Special  Amiiversary  Reports 
salute  an  exclusive  group  of  businesses  which  have  maintained 
their  marketing  and  media  leadership  positions 
and  achieved  excellence  for  generations: 

Procter  &  Ga?nble  (150  years)  ♦J.  Walter  Thompson  (125  years) 
N.W  Ayer  (125  years)  ♦  Foote  Cone  &  Belding  (120  years) 
The  Wall  Street  Journal  (100  years)  ♦  BBDO  (100  years) 
Grey  Advertising  (75  years)  ♦  Leo  Burnett  (50  years) 

If  your  company  is  preparing  to  celebrate  a  milestone  anniversary, 
call  John  Brice  at  (212)  210-0125. 


Advertising  Age 


ness  Week  Index 


[ION  INDEX 


i  last  week:  -0.5% 
)  last  year:  9.4% 


1967=100  (four-week  moving  average) 


Sept.  24 
116.0 


Sept.  17 
116.6r 


~~  ^  — 


Jan.  May  Sept. 

1994  1994  1994 

n  index  fell  in  the  week  ended  Sept.  24.  After  seasonal  adjustment, 
lectnc  power,  coal,  paperboard,  lumber,  and  rail  freight  posted  declines, 
steel,  paper,  and  crude-oil  refining.  Before  calculation  of  the  four-week 
lex  dropped  to  115.9  from  116.4.  The  index  has  been  updated  to 
2  weightings  of  its  components,  and  it  has  been  rebased  to  1992. 
ithly  history  dating  back  to  1967  is  available  from  BUSINESS  WEEK. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc. 


PRODUCTION  INDICATORS 


STEEL  (10/1)  thous.  of  net  tons 

LATEST 
WEEK 

1,913 

WEEK 
AGO 

1,870# 

YEARLY 

%  CHG 

7.9 

AUTOS  (10/1)  units 

119,246 

140,256r# 

-3.6 

TRUCKS  (10/1)  units 

109,559 

114,303r# 

1.9 

ELECTRIC  POWER  (10/1)  millions  of  kilowatt-hrs 

57,941 

59.427# 

3.3 

CRUDE-OIL  REFINING  (io  n  thous  of  bbi./day 

14,072 

14,034# 

1  4 

COAL  (9/24)  thous.  of  net  tons 

20,007# 

19,989 

3.1 

PAPERBOARD  (9/24)  thous.  of  tons 

880. 4# 

896. 6r 

7.1 

PAPER  (9/24)  thous.  of  tons 

827  on 

824. Or 

4.8 

LUMBER  (9/24)  millions  of  ft. 

496. 9# 

500.6 

-0.1 

RAIL  FREIGHT  (9/24)  billions  of  ton-miles 

24. 1# 

24  3 

6.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA^,  Association  of  American  Railroads 


INDICATORS  ■ 

PRICES 

EEK  LEADING  INDEX  (9/24) 

LATI  1 
WEEK 

246.00 

WEEK 
AGO 

245. 60r 

YEARLY 

%CNG 

8.1 

GOLD  (10/5)  $/troy  oz. 

LATEST 
WEEK 

393.700 

WEEK 
AGO 

396.250 

YEARLY 
%CHG 

10.5 

!S  (9/30)  S&P  500 

462.53 

463.32 

0.4 

STEEL  SCRAP  (10/4)  #1  heavy,  $/ton 

134.50 

1  34  50 

19.6 

10ND  YIELD.  Aaa  (9/30) 

8.48% 

8.41% 

26.8 

COPPER  (lo/i)  e/ib. 

126.0 

127.3 

45.4 

MATERIALS  PRICES  (9/30) 

108.1 

107.9 

15.0 

ALUMINUM  (10/1)  e/ib 

79.0 

79.0 

53.4 

1ILURES  (9/23) 

317 

287r 

-6.8 

COTTON  (10/1)  strict  low  middling  1-1/16  in., 

e/lb.  68.85 

70  56 

22.5 

LOANS  (9/21)  billions 

$440.7 

$439. 2r 

6.6 

OIL  (10/4)  $/bbl. 

17.96 

17.70 

-2.4 

LY.  M2  (9/19)  billions 

$3,559.3 

$3,560.4r 

;  6 

Sources:   London  Wednesday  final  setting,  Chicago 
market,  NYMEX 

market,  Metals 

Week,  Memphis 

MS,  UNEMPLOYMENT  (9/17)  thous  321 

327 

-5.6 

r  for  International  Business  Cycle 

Research  (CIBCR 

),  Standard 

Journal  of  Commerce  (index:   1980=100),  Dun  &  Bradstreet  (failures 
lies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
and  real  estate  loans. 


FOREIGN  EXCHANGE 


r RATES 


IDS  (io/4) 

LATEST 
WEEK 

4  78"... 

WEEK 
AGO 

4.29% 

YEAR 
AGO 

3.24% 

PAPER  (10/4)  3-month 

5.46 

5.18 

3.26 

S  OF  DEPOSIT  (10/5)  3-month 

5.50 

5.16 

3.23 

■AGE  (9/30)  30-year 

8.91 

8.89 

6  90 

MORTGAGE  (9/30)  one-year 

5.69 

5.71 

4.20 

al  Reserve,  HSH  Associates 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  uo/5) 

99.49 

97.74 

105.00 

GERMAN  MARK  uo/5) 

1.54 

1  55 

1.62 

BRITISH  POUND  (io/5) 

1.59 

1.58 

1.52 

FRENCH  FRANC  (io/5) 

5.27 

5.28 

5.69 

ITALIAN  LIRA  (io/5) 

1567.5 

1565.0 

1611.0 

CANADIAN  DOLLAR  (io/5) 

1.35 

1.34 

1.34 

MEXICAN  PESO  (10/5)' 

3.412 

i  388 

3.107 

Sources:  Major  New  York  banks.  Currencies  expressed 

in  units 

per  U.S.  do 

lar, 

except  for  British  pound  in  dollars. 

he  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
estern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3  =  Free  market  value       NA  =  Not  available       r  =  revised       NM  =  Not  meaningful 


WEEK  AHEAD 


'RICE  INDEX 

t.13,  8:30  a.m.  ►The  Septem- 
price  index  is  expected  to  rise 
ing  to  the  median  forecast  of 
jrveyed  by  mms  International,  a 
iw-Hill  Inc.  That  would  follow 
Yo  jump.  Excluding  an  expected 
y  prices,  the  economists  see 
x  up  0.4%. 

IS 

14,  8:30  a.m.  ►Retail  sales  in 
lould  post  a  0.5%  gain,  ac- 
b  median  projection.  August 
.en  0.8%.  Car  buying  is  not  ex- 
uence  the  overall  gain.  Based 
■veys,  back-to-school  shopping 


activity  appears  to  have  been  upbeat,  de- 
spite the  slight  waning  of  consumer  confi- 
dence since  June. 

CONSUMER  PRICE  INDEX 

Friday,  Oct.  14,  8:30  a.m.  ►The  consumer 
price  index  for  September  probably  rose 
0.2%,  say  the  economists,  a  shade  below 
the  0.3%  advance  in  August.  As  with  pro- 
ducer prices,  energy  prices  are  expected  to 
lead  the  moderation.  And  food  prices 
should  rise  less  than  they  did  in  August. 
Excluding  energy  and  food,  the  core  index 
likely  rose  0.3%,  a  shade  slower  than  the 
0.4%  increase  posted  in  August.  Apparel 
prices  probably  bounced  back  up  after  de- 
clining sharply  the  month  before. 


INDUSTRIAL  PRODUCTION 

Friday,  Oct.  14,  8:30  a.m.  ►Output  in  the 
nation's  factories,  utilities,  and  mines  in 
September  is  expected  to  have  advanced  by 
0.4%,  according  to  the  mms  survey.  That 
rise  would  be  somewhat  slower  than  the  Au- 
gust gam  of  0.7%,  which  was  lifted  by  a 
surge  in  auto  output,  as  carmakers  geared 
up  their  production  lines  again  following 
plant  shutdowns  for  model  changeovers.  The 
more  moderate  September  increase  suggests 
that  the  rate  of  capacity  utilization  held 
steady  in  the  month  at  the  August  level  of 
84.7%.  However,  that  is  still  close  to  the 
reading  that,  in  the  past,  has  been  associat- 
ed with  supply  bottlenecks  and  price 
pressures. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


h 

Capcom  58 

AcroMed  169 

Cargill  60 

Aetna  Life  &  Casualty  98 

Carter- Wallace  60 

Agip  73 

Castle  Rock  8 

CBS  50,58,  196 

AirTouch 

Communications  178 

Centocor  204 

Alcoa  155,  196 

Century  21  56 

AlliedSignal  76 

Chargeurs  68 

American  Airlines  76, 

Charles  Schwab  244 

190,  196 

Chase  Manhattan  6, 

American  Express  60, 

218,  232 

196 

Chemical  Banking  218 

American  International 

Chevron  196 

Group  196 

Ciba-Geigy  204 

America  Online  3,  242, 

Citicorp  196 

244,  245 

Coca-Cola  Bottling  6 

America  West  48 

Columbia/HCA 

Ameritech  178 

Healthcare  60 

Amgen  204 

Community  Assets 

Amoco  73 

Management  224 

AMR  244E8 

Community  Bankers  224 

Apple  Computer  242, 

CompuServe  242,  244, 

245 

244E8,  245 

Arthur  D.  Little  12 

Computervision  186 

AT&T  178,230,242 

ConAgra  60 

Autodesk  186 

ConnectEd  244E4 

Avid  Technology  100 

Continental  Airlines  48, 

Avitas  48,  190 

64 

Electronic  University 
Network  244E4 
Eh  Lilly  204 
Emerson  Electric  196 
Enron  73 
Equifax  12 

Ernst  &  Young  92,218 
F 


B 


Bankers  Trust  196 
Bank  of  America  224 
Bayer  64 
Baumler  64 
Bear  Stearns  224 
Bell  Atlantic  178 
BellSouth  102,  178 
Berkshire  Hathaway  48 
Biosys  12 
BMW  64 
Boeing  196 
Booz,  Allen  & 
Hamilton  218 
Bosch  64 

Bristol-Myers  196,  204 
British  Airways  48,  64, 
92 

British  Sky 
Broacasting  68 
British  Telecom  68,  92 
Broderbund  Software  27 

C 


Continental  Bank  76 
Corning  6,  196 
CPH  Chemie  64 
CS  First  Boston  218 
Cummins  Engine  76 
Cyprus  Amax  Mineral  76 

D 


Daimler  Benz  64, 155 
DC  Comics  58 
Dean  Witter  6,  34,  97 
Delta  Air  Lines  190 
Detroit  Diesel  155 
Deutsche  Bundespost 

Telekom  64 
Diesel  Technology  155 
DEC  64,  186 
Dow  Jones  27,  244 
Duff  Norton  230 
Dun  &  Bradstreet  27, 

176,242 

DuPont  48,  196,  204 
E 


Cambridge  Technology 
Partners  76 


Eastman  Kodak  196 
Echo  242 
EDS  12 


Fahnestock  230 
Fiat  73,  92 

Fidelity  Investments  244 
Fininvest  73 
First  Chicago  218 
Fixed  Income 
Management  Group  12 
Ford  76 
Frito-Lay  95 

G 


G.D.  73 
Gannett  196 
Gartner  Group  184 
GE  50,  242 
Genentech  63,  204 
GEnie  245 
Glaxo  204 
Global  Forestry 

Management  Group  8 
GM  6, 155,  196 
Goldman  Sachs  60 
Goodyear  Tire  & 

Rubber  100 
Gramercy  Pictures  58 
Granada  68 
GSC  Group  224 

H 


International  Paper  196 
Internet  Shopping 
Network  244E8 


J.C.  Penney  196 
Johnson  &  Johnson  196, 
204 

J. P.  Morgan  34 
K 


Kenneth  Leventhal  224 
Kimberly-Clark  100 
KLM  190 
Kmart  12,  196 

L 


HealthTrust  60 
Hewlett-Packard  88,  96 
Home  Shopping 
Network  244E8 
Honeywell  196 


Lehman  Brothers  178, 
204,218,  224 

Levi  Strauss  95 
Lexis/Nexis  242 
Lipper  8 
Lufthansa  64 

M 


Pacific  Telesis  178 
Pan  Am  60 
Parametric 
Technology  186 
Parsytec  64 
Pearson  68 
Penske  155 
PepsiCo  95 
Pfizer  204 
Philip  Moms  73 
Pirelli  73 
PNC  Investment 

Management  230 
Potamkin  Cadillac  155 
Prodigy  242,  244,  244E8 

245 

Prudential 
Insurance  224 
Prudential  Securities  46 
Pulaski  Furniture  76 

Q 


Malone  Advertising  100 
Manhattan  Cable  TV  242 
Marriott  190 
Marvel  Entertainment  58 
MCA  50 

McCaw  Cellular  178,230 
McGraw-Hill  242,249 
MCI  60,  178,  196 
McKinsey  64 
Mead  Data  60 
Medtronic  186 
Merck  204 

Merrill  Lynch  6,  58,  218 
Meta  Network  242 
MFS 

Communications  178 
Michael  Wolff  242 
Microsoft  27,  184,  186, 

242,  245 

MMS  International  249 
Mobile  Natural  Gas  184 
Morgan  Stanley  6,  218 
Motorola  184 

N 


IBM  6,60,64,76,88, 
184,  186,  196,  244E8, 
245 

IBP  60 

llmor  Engineering  155 
Image  Comics  58 
Imperial  Chemical 

Industries  204 
Infosys  Technologies  92 
Intel  88,  96,  186 
International 

Armoring  70 


NatWest  Securities  48, 
230 

Nestle  73 

New  Line  Cinema  58 
News  68 

Nomura  Securities  224 
Northwest  Airlines  97, 
190 

Nynex  178 
O 


Olivetti  73 
Orix  92 
Osteotech  12 


QVC  244E8 
R 


Ralston  Purina  196 
Random  House  242 
Raychem  76 
Raytheon  196 
Reed  Elsevier  60 
Reuters  244 
Roche  204 
Rochester 
Telephone  178 

S 


State  Street  Ba 

Trust  218 
Steinberg  Asset  i  J 

Management  21 
Sun  Studs  8 
Swanson  Analys 

Systems  186 

T 


:;;«( I 


181 
by  fears 

tlfte 
& 


Tele- 
communication 

Telepiu  73 

Telescan  244  f> 

Texaco  196 

The  Limited  19<  ^ 

Tidewater  230 

Time  Warner  50 
196 

Toshiba  92 
Tower  Investme 

Group  230 
Transportation 

Group  190 
Travelers  232 
TWA  97 
Twentieth  Centui 

Fox  68 


en 


Salomon  Brothers  34, 
186,  190,  218 
SAP  64 
Sara  Lee  196 
Sears  98,  244E8 
Shaman 

Pharmaceuticals  204 
Siemens  64,  92 
Simba  Information  242 
SmartPhone 

Communications  27 
Smith  &  Nephew 

Richards  169 
Sofamor/Danek 

Group  169 
Software  64 
Sony  50,  242 
Southland  76 
Southwest  Airlines  48, 

190 

Spreckels  Industries  230 
Sprint  178 

Standard  &  Poor's  27, 
244 

Starwave  242 


IKK 
Kill  III 

in 


•J,.- 


UAW  6,  76 

Unilever  73 
United  Airlines  i 
United  Technolofj'jjj 
Universal  Picture 
USAir  48 
U.S.  Bancorp 
Mortgage  56 
USF&G  76 
U.S.  Robotics  2<| 
U  S  West  60,171! 


IIACG 


ValuJet  190 
VeriFone  96 
Viacom  68 
Volkswagen  64 

W 


Walt  Disney  58 
Women's  Wire  2 
Workgroup 
Technologies  1£ 


Zacks  Investmeffi  ([. 


Research  244 
Zeneca  204 
Ziff 

Communication 
245 


i 
to 

il 
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tment  Figures  of  the  Week 


week  could  be 
ne  word:  down.  Infla- 
lond  and  stock 
After  a  45-point  de- 
Jones  industrials  on 
i  by  fears  of  ever- 
i  big-cap  decline 
t.  5.  The  Dow  fell  13 
at  3787— its  first 

0  since  August.  The 
Treasuries  climbed 

1  and  rate  worries 
strong  retail-  and 
ics,  and  word  of  a 
icted  rise  in  factory 


Sept.  29-0ct.  5 


BONDS 

Oct.  Apr. 


-  453.52 
450  1 


1-week  change 

-2.4% 


Sept.  29-0ct.  5 


THE  DOLLAR 

Oct.     Apr.  Oct. 


Sept.  28-0ct.  5 


fcffe 


1329.27  90 


1-week  change 

-1.4% 


52-week  change 

-3.8% 


1-week  change 

+0.2% 


\NALYSIS 


%  change 


Latest 

Week 

52-week 

STRIALS 

3787.3 

-2.3 

5.2 

YIES  (S&P  MidCap  Index) 

170.7 

-2.2 

-2.5 

ES  (Russell  2000) 

249.4 

-2.0 

-2.0 

(Russell  3000) 

261.2 

-2.3 

-2.3 

%  change  (local  currency) 

:ks 

Latest 

Week 

52-week 

IAL  TIMES  100) 

2956.3 

-2.7 

-AJ 

IDEX) 

19,751.6 

1.3 

-3.7 

3MP0SITE) 

4253.4 

-2.7 

4.9 

FUNDAMENTALS 

Latest 

Week  Ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.07% 

4.60% 

3.04% 

30-YEAR  TREASURY  BOND  YIELD 

7.95% 

7.81% 

6.01% 

S&P  500  DIVIDEND  YIELD 

2.80% 

2.74% 

2.74% 

S&P  500  PRICE/EARNINGS  RATIO 

17.9 

18.3 

21.7 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

460.8 

460.9 

Negative 

Stocks  above  200-day  moving  average 

34.0% 

37.0%r 

Positive 

Speculative  sentiment:  Put/call  ratio 

0.76 

0.77  r 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.44 

1.42 

Positive 

I  GROUPS 


EADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


LASS  CONTAINERS 

4.7 

2.7 

CROWN  CORK  &  SEAL 

4.8 

6.6 

38  V8 

4.7 

18.0 

MERCK 

7.4 

17.3 

36  3k 

I 

4.0 

12.9 

AMERICAN  BARRICK 

10.3 

15.3 

25  lk 

DLS 

2.8 

-11.1 

CINCINNATI  MILACRON 

14.4 

8.1 

26  34 

DDUCTS  AND  SUPPLIES 

2.5 

22.3 

BECTON,  DICKINSON 

8.1 

25.1 

463/i 

AGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

-13.1 

-5.3 

ROADWAY  SERVICES 

-14.6 

-8.4 

54  V4 

-13.0 

-25.0 

USAIR  GROUP 

-24.5 

-60.0 

5 

PPAREL  RETAILERS 

-11.0 

-13.2 

GAP 

-14.5 

11.6 

32  V2 

TION  SERVICES 

-10.5 

-2.5 

FEDERAL  EXPRESS 

-16.7 

-5.2 

58  3A 

ITERIALS 

-10.3 

-23.6 

MASCO 

-14.4 

-26.6 

23  V8 

■TJNDS 


I  return 


LAGGARDS 
Four-week  total  return 


O&P  500 


4-week  total  return 


STRATEGIC  INVESTMENTS  10.4 
DMMUNICATIONS  &  INFORM.  A  9.6 

D  9.5 


eturn 


% 


STRATEGIC  INVESTMENTS  77.9 
iRGING  MARKETS  INSTL.  49.6 
ICH  LATIN  AMERICA  A  48.6 


FIDELITY  SELECT  AIR  TRANSPORTATION  -10.9 

MFS  RESEARCH  C  -9.3 

FIDELITY  SELECT  FINANCIAL  SERVICES  -7.0 

52-week  total  return  % 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY  -37.4 

MONITREND  GOLD  -30.7 

AMERICAN  HERITAGE  -27.7 


Average  fund 
52-week  total  return 


I  PORTFOLIOS 


represent  the 
>f  $10,000 
:ar  ago 
o 


ndicate 
returns 


Foreign  stocks 
$11,305 

-1.09% 


Gold 

$10,984 

-0.85% 


llll 


Money  market  fund 
$10,206 

+0.05% 


U.S.  stocks 
$10,136 

-1.61% 


Treasury  bonds 

$8,904 

-0.47% 


age  are  as  of  market  close  Wednesday,  Oct.  5,  1994,  unless  otherwise  indi-  of  market  close  Oct.  4.  Mutual  fund  returns  are  as  of  Sept.  30.  Relative  portfolios  are  valued 
oups  include  S&P  500  companies  only;  performance  and  share  prices  are  as      as  of  Oct.  4.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 


Editorials 


REVOLUTION  IN  AMERICA'S  WORKPLACE 


It's  getting  positively  Darwinian.  The  American  work- 
place, once  a  protected  habitat  offering  a  measure  of 
prosperity  in  exchange  for  a  lifetime  of  dedicated  work, 
is  now  a  dangerous  place.  A  high-risk,  high-reward  culture  is 
brutally  shoving  aside  the  get-along,  get-ahead  work  eti- 
quette of  the  past.  Where  once  there  was  a  comfortable  mid- 
dle for  most  people,  now  there  are  winners  and  losers.  Like 
it  or  not,  Americans  are  being  forced  to  give  up  security  for 
opportunity  and  stability  for  mobility  (down  as  well  as  up). 

The  great  danger  is  that  the  losers  will  seek  scapegoats. 
Nativist  noises  about  unfair  foreign  competition  and  elitist  Big 
Business  have  already  been  sounded  in  the  national  debates 
over  nafta  and  gatt.  Polarization  of  the  workforce  runs  the 
risk  of  further  splitting  an  already  fragmented  population. 
That  must  not  be  allowed  to  happen. 

There  are  no  villains  at  work,  just  the  inexorable  forces  of 
economic  and  technological  change.  The  remaking  of  the  world 
of  work  is  but  a  means  to  one  end — boosting  productivity. 
Corporations  and  employees  are  cutting  costs,  changing  be- 
haviors, and  taking  new  risks  for  good  reason.  There  have 
been  no  gains  in  real  profits  or  wages  for  years,  thanks  to  low 
productivity.  It  had  to  change  (page  74). 

HIGH  RISK,  HIGH  RETURN  

The  driving  force  is,  of  course,  global  competition.  Begin- 
ning in  the  '70s  with  a  revitalized  Europe  and  Japan,  and 
dramatically  expanding  in  the  '90s,  with  3  billion  new  work- 
ers, producers,  and  consumers  joining  the  international  mar- 
ketplace, global  competition  is  completely  changing  America's 
business  universe. 

Only  a  high-risk,  high-gain  strategy  can  generate  the  kind 
of  productivity  able  to  win  in  this  difficult  game.  For  compa- 
nies, taking  risks  to  leverage  capital  and  invest  in  new  over- 
seas markets  is  one  way  to  get  that  kind  of  productivity.  Em- 
ployees, for  their  part,  must  champion  new  technologies  and 
new  ways  of  working.  As  winning  corporations  and  workers 
grab  global  market  share  and  generate  more  revenue  and 
profits,  they  garner  a  larger  portion  of  all  the  available  re- 
wards. The  result?  An  unprecedented  widening  of  the  in- 
come gap  between  winners  and  losers  in  the  workplace. 

If  there  are  no  villains,  there  are  certainly  victims.  Compa- 
nies are  slimming  down,  using  fewer,  better  educated,  and  bet- 
ter trained  employees.  Pay  systems  are  increasingly  based  on 
contribution  and  performance,  not  longevity  and  status.  Down- 
and  restructuring  are  creating  a  multitiered  work  so- 
cii  with  companies  maintaining  a  small  workforce  for  their 
core  competencies  and  outsourcing  everything  else.  While 
hundreds  of  thousands  of  corporate  refugees  are  becoming  en- 
trepreneui  s,  selling  their  services  back  to  the  corporate  world 
that  exiled  them,  millions  more  edge  toward  the  slippery 
slope  of  downward  mobility  and  the  end  of  a  middle-class 
way  of  life. 

What  is  to  be  done?  The  first  call  will  be  for  redistribution, 


choosing  the  European  model.  As  wealth  accretes  to  thu 
ners,  there  will  be  pressure  on  Washington  to  tax  suc<3s> 
corporate  and  individual  risk-takers  to  subsidize  thou 
can't  manage  risk  or  who  place  the  wrong  bets.  If  th«. 
wants  a  permanent  army  of  10%  or  more  unemployed 
Europe,  redistribution  is  the  way  to  go. 

There  is  a  better  path.  Embrace  risk  and  go  for  gro\h. 
strategy  of  fast  growth,  especially  one  based  on  globan;  u 
kets,  can  generate  high  real  profits  plus  high-skilled.it 
wage  jobs.  Even  now,  with  the  U.  S.  growing  at  near  i •■ 
shortages  of  skilled  labor  are  forcing  companies  to  hire  hi  I 
sands  of  unskilled  people,  train  them,  and  make  themw 
ners"  in  the  global  competitive  game. 

GO  FOR  GROWTH  1 

Can  government  contribute?  Absolutely.  First,  it  c.g 
out  of  the  way.  Growth  is  the  single  most  important  at 
for  the  problems  of  a  high-risk,  high-gain  society.  G>r 
enlarges  the  opportunities  for  everyone  and  raises  the 
es  of  winning  for  a  greater  percentage  of  the  workings 
lation.  The  single  most  important  thing  government  cade 
support  risk-takers  and  boost  productivity  by  streamlini: 
delivery  of  its  own  services,  from  education  to  export 
es.  Eliminating  regulations,  which,  with  the  best  of 
tions,  act  to  raise  the  cost  of  employment  and  produif 
can  increase  efficiencies  still  further.  There  are  many  <ce 
values  reflected  in  safety  and  environmental  regulatior  i. 
these  thousands  of  regulations  must  be  carefully  w<$. 
against  the  important  task  of  supporting  risk  and  stimi.ti 
productivity. 

Second,  government  can  actively  reinforce  the  new  rii-taa 
ing  economic  culture.  It  can  change  the  tax  system  to  pviii 
incentives  for  training  and  education.  It  can  remove  wrm 
about  health  care  and  make  it,  together  with  pensionswri 
able.  And  it  can  reduce  its  own  spending,  raising  the  fine  r, 
return  available  to  individuals  and  corporations  foffc^. 
higher  risks. 

These  are  difficult  times  for  many  working  people  in  K 
ica.  Insecurity  is  hard  to  endure.  But  it  is  the  price  that  p; 
in  every  period  of  upheaval,  and  the  current  techno'a 
revolution  is  not  that  much  different.  It  is  every  bit  ano  1 
erful  as  the  Industrial  Revolution.  Yet  it  is  all  too  easyol* 
gloomy  about  the  new  economic  Darwinism.  Just  a  fewe; 
into  the  high-risk,  high-return  society,  productivity  is  aM 
surging,  corporate  profits  are  at  historic  highs,  new 
nesses  are  starting  up  at  a  record  pace,  and,  most  imp 
of  all,  real  wages  for  average  workers  are  finally  startg 
move  higher. 

More  than  ever,  it  is  the  basics  that  will  get  An' 
through  these  trying  times — innovation,  capital,  trad  a 
true  grit.  The  barnacles  of  complacency  have  been  st  I 
off.  The  animal  spirits  of  business  are  being  released.  Ri 
bring  its  own  rewards. 
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The  arrival  of  Phil  Mickelson 
t  the  professional  tour  was  greeted 
ith  great  anticipation,  following 
s  brilliant  career  as  a  junior 

and  collegiate  player. 
Phil  posted  three 
consecutive  Rolex 
Junior  Player  of  the 
Year  awards  from 
the  American  Junior 
Golf  Association, 
three  NCAA  individual 
championships, 
a  U.S.  Amateur  title, 
d  a  victory  in  a  PGA  event 
an  amateur.  Not  since 


First  victory  as  a 
ifessional  at  Torrev 
Pines.  1993 


ickiaus  has  anyone    "  I  love  the  competition,  the  galleries, 

complied  so  much  at  everything  about  the  game  » 

ch  a  tender  age.  J  0 

"I  feel  a  responsibility  to  give 


Phil  Mickelson 


mething  back  to  golf  because  of  all 

the  support  my  family, 
friends,  and  the 
galleries  have 
given  me,"  said 
Phil.  "That's  why 
I'll  be  working 
with  Rolex 
to  support 
junior  programs, 
trying  to 
inspire  more 


Three-time  A]GA 
Rolex  Tournament  of 
( '.hampions  winnet 


ung  golfers  to  stick 
th  this  great  game." 


A  long  hitter  with  a 
brilliant  short  game, 
Phil  Mickelson  also 
has  uncommon 
grace  under  pressure 
and  natural  charisma. 
Now  he  is  taking 
on  the  rigorous 
challenges  of  the 
PGA  Tour;  and  it's 
not  surprising  that  his 
partner  in  the  pursuit 
of  excellence  . 
is  Rolex.  W 

ROLEX 


Rolex  ( >vster  Perpetual  I  )ay-l  Kr^  ^Tonometer  in  18kt  gold  with  matching  concealed  clasp  President  bracelet 
For  more  information  about  the  Americamhim^jiolf Association ,  write  AJGA,  2415  Steeplechase  Lane,  Roswell,  GA  30076 
Writefor  watch  brochure  Rolex  Watch  I'.S™  ,  hie  ,  Dept  388      Rolex  Building,  665  Fifth  Avenue.  New  York,  NY  10022  5383 
Rolex,      Oyster  Perpetual,  Day-Date  and  President  are  trademarks 


Time  trudges  aio\g. 
So  do  voi. 
Them  one  day  voi  discover 
the  gas  pedal. 
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Power  Macintosh 
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lere's  leading  edge.  And^ 


DATE  DUE 

1 

ST 

-N' 

u 


C-based  PowerPC 
icessor  at  the  heart 
Power 
sh 

sktop 
ig  to 

ils  of  per- 
e  and  compatibility, 
lame  of  your  nearest 
3d  Apple  reseller,  call 
•3131,  ext.  750,  today. 


ner- 


have  to  walk  the  line  to  sta  Dmpelitive. 


That's  why  we  use  Power  Macintosh.  It's  a 


>C  PC.  so  it's  leading  the  way  But  it's 
;o  a  Mac  that  can  run  Windows  and 


)S,  so  it's  compatible  with  everything 


"In  some  cases,  we  used  to 
have  three  different  PCs  on  one 
desk-an  absolute  monument  to 
systems  failure.  So  that's  where 
we  put  the  Power  Macintosh 
first.  Now  there's  one  PC  per 
desk,  the  Power  Macintosh. 
One  happy  user  per  desk,  too." 


i're  doing  now.  That  makes  Power  Macintosh  a 

■  w 


OS  ForWindows 

lacintosh"  fits  right  in 
'est,  where  people 
ly  different  types  of 
1 30  or  so  custom 
d  Windows  programs 
Macintosh  helps  our     "|  * 
Elaborate,  no  matter 
d  of  PC  they  use." 


very  safe  choice.  Which  is  good  for  a  guy 
like  me.  I  take  my  risks  on  the  weekend!' 


Power  Macintosh.  The  business  Macintosh.  Apple 


iimfjrom  insignia  Solutions  hit  ktyou  run  MS-DOS andWhutousi  Ion  a  Power  Macintosh  <?'/Wv  Apple  Computer,  tnc  <t  ngbb  resertrd  ippie,  the  Apple  logo  and  Macintosh  art  registered  trademarks  of  Apple  Computer,  Im  Mac,  the  Mm  OS  hgo  and  Pouer  Macintosh 
is  of  Apple  Computer,  liu  I'ouerh '  and  the  Wmerfi  hgO  ure  trademarks  uj  International  Business  Machine*  Corporation,  used  under  heme  thcrc/nuu  US-DOS  is  <i  rexuhred 'trademark  and  Windows  IS  a  trademark  oj  I/a  WSoft  <  Orpomtiotl,  s»lt\Xind»te\  IS  a  trademark  used 
hy  hisiyua  pom  \Ucr\m\t  i  orporation 


coric 


e  Concept. 


points,  then  joined  to  the  seat  fran 
rather  than  laid  over  it.  Finally  the 


j  j  _  _  r 


Reinvent  the  car  seat,  engineer  it. 
Make  it  fit  virtually  everybody.  And 
virtually  every  size  body. 


seat  was  icsieu.  Dy  nuiiuicua  u* 
people  who  drove  over  100,000 
miles.  The  long  and  short  of  it? 
A  car  seat  that  fits.  Virtually  every 


To  make  it  nappen,  our  engineers 
started  from  the  inside  out. 
The  optional  lumbar  support 
became  a  flexible  strap  that 
electromechanically  adjusts  to 
individual  body  contours.  For  true 
comfort,  the  foam  was  placed  to 
eliminate  uncomfortable  pressure 


To  learn  more,  call  1-800-4-RIVIER 


Riviera  by  Buick 
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CAPITAL  OFFENSES 

HAVE  VETO  POWER, 
WILL  TRAVEL 

BOB  DOLE,  WHO  KILLED  OFF 

the  lobby-reform  bill,  knows  a 
lot  about  the  special-interest- 
paid  junkets  the  bill  sought  to 
ban.  Among  reform  foes,  Dole 
was  the  top  trip  taker  in  1993, 
says  Public  Citizen,  a  watch- 
dog group.  Other  happy  recip- 


JUNKET  JUNKIES 


Senators  voting 
to  kill  lobbying 
reform  who  bene- 
fited the  most 
from  lobbyist- 
sponsored 
junkets  in  1993: 

 NO  OF  TRIPS 

BOB  DOLE  (R-KAN.)  12 
DAVID  DURENBERGER  (R-MINN.)  11 

BEN  NIGHTHORSE  CAMPBELL 
(D-COLO.)  8 

CONRAD  BURNS  (R-MONT.)  6 

SLADE  GORTON  (R-WASH.)  6 

ERNEST  HOLLINGS  (D  S  C  )  6 

DATA:  PUBLIC  CITIZEN 

ients  of  corporate  hospitality 
were  35  other  senators  who 
voted  against  the  bill  (table). 

According  to  personal  fi- 
nancial disclosure  statements 
reviewed  by  business  week, 


Dole's  12  trips  were  under- 
written by  such  interests  as 
Archer  Daniels  Midland,  Phil- 
ip Morris,  Ameritech,  and 
Deere.  Two  of  the  jaunts  took 
Dole,  a  1996  White  House 
hopeful,  to  Iowa,  home  of  the 
first  Presidential  caucuses. 

Other  freebie-loving  re- 
form foes  are  Slade  Gorton 
(R-Wash.)  and  Conrad  Burns 
(R-Mont.),  who  face  tough  re- 
elections  this  year.  Ski  and 
golf  resorts  were  some  of 
Gorton's  destinations,  paid  for 
by  insurance  groups,  among 
others.  Burns's  patrons  in- 
clude the  Tobacco  Institute 
and  the  cable-TV  industry. 
Dole,  Gorton,  and  Burns  say 
their  trips  had  zero  to  do  with 
the  bill,  which  they  opposed 
because  of  its  new  disclosure 
requirements  for  lobbying  by 
grassroots  organizations.  Dole 
says  he  avoids  recreational 
trips.     Richard  S.  Duvhit in 


TALK  SHOW  awe  're  not  motivated  to  make  more  money. 
We  all  have  too  much  already.  We  want  to  do  good  work.?? 

— David  Geffen,  on  why  he,  Steven  Spielberg,  and  Jeffrey 
Katzenberg  decided  to  form  a  new  entertainment  company 

l-WAY  PATROL 

HOW  TO  MAKE  ENEMIES  ON  THE  INFOBAHN 


FLAMED:  Siegel  and  Canter 
THE  FLAMES  ALMOST  MELTED 

Martha  Siegel's  and  Laurence 
Canter's  PC  screens.  Last 
spring,  in  an  affront  to  Inter- 
net etiquette  that  gained  them 
national  notoriety,  the  Scotts- 
dale  (Ariz.)  husband-and-wife 
legal  team  flashed  an  ad  for 


their  immigration-law  prajfi 
to  thousands  of  Internet 
um  groups.  Outraged  N^k 
ers  weighed  in  with  a  bar* 
of  nasty  messages.  CanteM 
Siegel  were  unrepentB 

So  now,  they  are  brinB 
out  a  book  telling  othersfcp.' 
to  do  what  they  did.  Ham 
Make  a  Fortune  on  the  Im 
matron  Superhighway  is* 
out  in  November  from  JUt 
perCollins,  which  plana; 
ambitious  first  printing 
100,000  copies.  The  publ 
ing  house  says  it  has  alndj 
been  bombarded  with  f;« 
from  enraged  cyberna;s 

But  Canter  and  Siti 
don't  care,  saying  they  ff 
loads  of  business  from  t;ii 
Internet  ad,  and  others  shilc 
benefit  from  their  exame 
"It's  legal,  it's  valid,  andt'i 
moral,"  says  Siegel. 


DIVERSITY 


GLASS  CEILING?  WHAT  GLASS  CEILING? 


CIIKI'ORATK  UIKIMCA  I.-  FKI'S- 

trating  Labor  Secretary  Rob- 
ert Reich.  Labor  Dept.  offi- 
cials say  their  study  panel, 
created  in  1991  to  figure  out 
ways  to  crack  the  "glass  ceil- 
ing" stopping  women  and  mi- 
norities from  reaching  busi- 


ness' top  echelons,  has  gotten 
minimal  cooperation  from 
companies.  At  a  recent  hear- 
ing in  New  York  by  the 
Reich-chaired  Glass  Ceiling 
Commission,  only  3  of  the  93 
invited  companies  showed  up. 
One  reason  for  the  no- 


REALITY  CHECK 


KILLING  THE  SUPERFUND  OVERHAUL  was  a 

boon  to  business,  say  Republicans.  Superfund 

has  been  hobbled  in  its  mission  to  clean  up 

hazardous-waste  sites  by  lawsuits 

from  companies  wrangling  over 

who  should  pay  for  the  cleanup.  >M 

Republicans  argued  that  the  leg-  VHuflj 


islation  backed  by  President  Bill  Clinton  was 
flawed  in  several  ways,  such  as  keeping  overly 
stringent  rules  on  cleaning  up 
&s,  _  groundwater.  Republicans,  who 

hope  to  be  in  control  of  Congress 
M  next  year,  say  they  can  get  a  better 
pHfci     deal  for  business  then. 


IN  REALITY,  the  bill's  death  * 
will  be  costly  to  business.  What- 
ever its  flaws,  it  had  the  virtue  of 
ending  many  disputes  over  who  i: 
liable — saving  up  to  $1  billion  a 
year  in  reduced  litigation  and  cleanup  costs. 
Companies  now  have  to  keep  shelling  out  for 


*9 


at  least  another  year.  And  industry  lob- 
byists are  doubtful  the  fragile  coalition 
of  environmentalists,  insurers,  and  man- 
ufacturers behind  this  bill  can  do  any 
better  under  Republicans,  who  iced  it  in 
an  anti-Clinton  vendetta.  Why  would  legisla- 
tive gridlock  vanish  in  1995?         John  Carey 


shows,  says  a  commission  fi 
cial,  is  that  companies  reri 
from  supplying  the  grist  ft  i 
full-blown  federal  discrim  l 
tion  probe.  In  fact,  the 
mission's  questionnaire  for . 
study  is  rather  mushy.  It  d 
n't  inquire  how  many  fem.es 
and  minorities  have  got  I 
promotions,  asking 
instead  just  for 
general  policies. 

Some  no-shows 
say  the  $738,000- 
per-year  commis- 
sion did  a  bad  job 
contacting  them. 
Deloitte  &  Touche 
says  it  believed 
the  commission  ~ 
changed  the  hearing  dati 
the  last  minute.  (McGr; 
Hill,  publisher  of  busin 
week,  missed  the  hearing  i 
did  provide  an  outline  cf  B 
policies.)  Others  had  diff- 
ent  explanations  for  not  J- 
pearing.  "We  don't  have  e 
staffing  for  this,"  says  Cat  - 
rine  Conroy,  a  spokeswori'1 
for  Donaldson,  Lufkin  &  J'- 
rette.      Christina  Del  Yd' 


VEXED 

Bob  R  : 
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125  YEARS  HAVE  TAUGHT  US  THE  VALUE  OF  PARTNERSHIP. 


a  century  ago,  on  around  the  world.  We  have 
Street  in  downtown        remained   a  partnership 

York  City,  two  HHRH  because  it  inspires 
'iduals  launched  KUjj&iH  teamwork,  creativity  and 
rtnership.  Today.  WKtM^i  dedication  -  qualities 
partnership  continues  that  are  vital  to  building 
hrive    in    30   offices        and  sustaining  strong  client 


relationships.  It  is  a  way  of  we  celebrate  not  just  our 
doing  business  built  on  anniversary,  but  our  strong 
the  belief  that  when  rp!JT[0?n  commitment  to  each 
people  are  dedicated  |  I  other  and  to  our  clients, 

to  working  together,  HBH  It  is  a  commitment  that 
excellence  and  innovation  has  served  our  clients  and 
result.  Therefore,  this  year,        our  firm  well  for  125  years. 


Up  Front 


AFTERLIVES 


OVER-THE-COUNTER 
INTELLIGENCE 

THIS  SPY  HAS  COME  IN  FOR 

the  gold — or  so  he  hopes.  Wil- 
liam Colby,  director  of  the  CIA 
in  the  1970s,  has  just 
launched  a  biweekly  foreign 
affairs  newsletter  for  CEOs. 
For  an  annual  sub- 
scription charge  of 
$445,  the  Colby  Report 
fo r  Inte r national 
Business  dishes  up 
"inside — and  I  mean 
inside"  business  intel- 
ligence. Example:  a 
warning  not  to  invest  COLBY: 
in  Venezuela  because  from  a  s 
of  a  possible  coup.  " 

But  don't  expect  peeks  at 
top-secret  reports.  Colby,  still 
based  in  Washington,  cut  his 
ties  to  the  cia  when  he  left 


THE  BIG  PICTURE 


PERKS'  POPULARITY 

Part  of  the  executive  lifestyle 
is  corporate  benefits.  But  a 
recent  survey  of  254  compan- 
ies shows  some  perquisites 
are  waxing  in  use,  others 
waning.  A  sampling: 


in  1976.  "I  haven't  seen  a  se- 
cret document  since  then/'he 
says.  What  readers  get  are 
Colby's  assessments  of  world 
affairs,  taken  from  things  he 
reads  and  people  he  talks  to 
around  the  world.  "The  key 
to  modern  American  intelli- 
gence is  no  longer  the  spy 
business,"  says  Colby.  "The 
challenge  today  is  to  assess 
information  and  tell  us 
what  it  means."  He 
won't  say  how  many 
subscribers  he  has 
signed  up. 

Besides  publishing, 
the  former  chief  spook 
does  some  internation- 
Scoops  al  business  consulting, 
pook      practices  law,  and  is  a 
director  of  the  $50 


COMPANIES 
THAT  PROVIDED: 

'92  93 


PAID 
PARKING 

22%  40* 


COMPANY  PLANE 

25%  18% 


MOBILE 
PHONES 

36%  61 % 


CLUB 
MEMBERSHIP 

45%  60% 


DEPENDENT 
LIFE  INSURANCE 

55%  22% 


million  Vietnam  Frontier 
Fund,  which  invests  in  new 
business  ventures  there.  But 
Colby,  74,  hasn't  put  the  spy 
biz  behind  him  entirely.  Acti- 
vision  Inc.,  a  Los  Angeles 
interactive-software  compa- 
ny, has  recruited  him  to  de- 
velop a  spy  vs.  spy  cd-rom 
game  to  be  released  next 
year.  Amy  Borrus 


DRAWN  &  QUARTERED 


TAXING  MATTERS 

WHAT'S  THE  BLUE 
BOOK  ON  BIG  BLUE? 

JUST  HOW  MUCH  IS  A  USED 

computer  worth?  That  hard- 
to-answer  question  is  at  the 
center  of  a  tax  dispute  be- 
tween business  and  local  gov- 
ernments around  the  country. 
In  38  states,  localities  levy 
taxes  on  business  equipment. 

For  computers,  many  com- 
panies are  arguing  in  court 
that  usual  depreciation  meth- 
ods don't  work  because  the 
rush  of  new  technology  ren- 


BABY  BUSTERS 


'BUT  MY  CUFFLINKS  AND  NOSE  RING  MATCH!' 


TURNING  DOC  MARTEN  FANS 

into  wing-tip  wearers  is  a 
challenge  for  such  major  em- 
ployers as  American  Ex- 
press, Sears  Roebuck,  Coca- 
Cola,  and  at&t.  They  are 
using  consultants  to  show 
sartorially  deficient  Genera- 
tion X  hires  the  do's  and 
don'ts  of  corporate  dress. 
"There  is  a  more  relaxed 
attitude"  toward  profes- 
sional attire  among  twenty- 
somethings,  laments  Kim 
Jasmin,  manager  of  teller  de- 
velopment at  Chase  Manhat- 
tan Bank. 

Among  young  men,  consul- 
tants  find  problems  with 
wrinkled  shirts,  crumpled 
suits,  and  obnoxious  ties — 
featuring,  in  one  instance, 
Tweety  Bird  and  Sylvester. 
Among  young  women,  it's  too 
much  makeup  and  too-short 


skirts.  (The  standard:  any- 
where from  one  inch  above 
the  knee  to  midcalf.) 

Further  complicating  this 
are  the  new  casual  Fridays 
at  workplaces.  Says  Genae 
Fields,  president  of  Image 
One  International  in  Hous- 
ton: "There's  a  big  difference 
between  khakis  with  a  sports 
shirt  and  cutoffs  with  a  tight 
T-shirt."         Kate  Murphy 


ON  THE  JOB:  Grunge-free 


ders  their  models  outmod' 
and.  they  argue,  worth  \ 
Says  Amy  Eisenstadt,  d:H 
tor  of  state  tax  research  cs 
kpmg  Peat  Marwick:  "A  \  I 
companies  have  old  com  t 
ers  on  their  books." 

The  differences  betwfc 
computer  values  can  be  sit 


Overtaxed  Compute 

These  companies  sought  low(i 
tax  assessments  on  their  con 
puters,  saying  newer  models  j 
made  them  less  valuable. 


COMPANY/ 

TAXING  JURISDICTION 


REDUCTIf 
SOUGHT 


IBM  CREDIT  $1.75 
Pulaski  County,  Ark.  million 

COMDISCO 

Harris  County,  Tex.  $900,0 

TELECOMMUNICATIONS 
INDUSTRIES 

Fairfax  County,  Va.  $800,0C 

DA1A:  COURT  RECORDS,  COMPANY  REPORTS; 

tling.  In  Pulaski  County,  Ast, 
the  assessor  put  a  valuen 
three  computers  leased  it 
by  ibm  Credit  at  $7.6  millji. 
IBM,  using  prices  gleaid 
from  trade  publication 
claimed  the  value  was  actil- 
ly  $5.85  million.  That  wod 
translate  to  a  tidy  yearly  x 
savings  of  $22,000. 

So  far,  the  court  recor 
mixed.  Pulaski  County  v 
by  arguing  that  no  mam 
exists  to  cover  the  fair-nr- 
ket  price  of  every  computf- 
Yet  in  Jefferson  Coun'. 
Colo.,  the  court  accepted  H 
Credit's  lower  valuation  n 
the  ibm  3090  leased  to  Adoh 
Coors. 


FOOTNOTES  "Very  important"  issues  for  board  members,  per  survey:  Company  performance,  75%.  Ethics,  25%.  P.R.,  4% 
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Double 
time. 


HP  LaserJet  4V 
Documents  in  half 
the  time. 

If  your  printer  keeps  you  waiting 
too  often,  you're  ready  for  the  new  HP 


LaserJet  4V  printer.  The  one  that  can 
give  you  16  pages  per  minute  instead 
of  the  usual  eight. 

The  LaserJet  4V  handles  a  variety 
of  paper  sizes,  including  11"  x  17". 
It's  got  more  memory.  And  it  fits  on  a 
desktop.  When  you  hit  print,  you  get 
HP's  true  600-dot-per-inch  resolution. 
It's  sharper.  Crisper.  Blacker.  And  only 
$2,449  U.S.  list. 

If  you  need  to  turn  up  the  speed  on 
your  network,  choose  the  LaserJet  4MV. 
Get  your  work  in  half  the  time  it  ordi- 
narily takes.  Just  look  in  the  Yellow 
Pages  for  the  HP  dealer  nearest  you. 

You  do  your  job.  We'll  do  ours. 

HP  LaserJet  Printers 

mLHM  PACKARD 


latum,  call  1-SIKKLASER.IET.  Ext  S:".r>u  In  Canada  rail  l-Snn-.'WT-iiNliT.  Ext  S.V><>  "  iHH4  M.-wlctl -hit  k.inll  mii|i.iriy  PE12458 


SIEMENS 


1847.  That  was  then. 


Werner  Siemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


1994.  This  is  now. 


All  across  America,  more  than  70  Siemens  manufacturing  and  assembly  plants 
are  turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical  prod- 
ucts with  quality  American  industry  can  count  on.  Over  20,000  Siemens  U.S. 
employees  have  manufacturing  jobs  in  these  plants,  and  are  helping  to  build 
products  in  a  wide  range  of  fields,  including  energy,  communications,  automotive, 
medical  and  automation  technology.  In  fact,  14%  of  Siemens'  $6.4  billion  annual 
sales  are  derived  from  exports  from  these  factories  to  the  rest  of  the  world. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '94  Box  8003MG,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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LISTEN  IP, 
APPLE 


Regarding  "Spindler's  Apple"  (Cov- 
er Story,  Oct.  3):  As  founder  and  pub- 
lisher of  MacwEEK,  I've  watched  Ap- 
ple's fortunes  ebb  and  flow.  Let  me  offer 
some  advice: 

Focus  on  strengths.  The  Macintosh 
became  the  bellwether  publishing  work- 
station because  it  was  the  only  solution 
that  combined  PageMaker,  PostScript, 
and  LaserWriter.  Today,  Apple  has  a 
90%  market  share  in  electronic  publish- 
ing. That's  strength.  Everyone  agrees 
that  the  next  step  in  the  evolution  of 
communications  is  multimedia.  Seven 
out  of  10  multimedia  titles  are  created 
on  the  Mac.  That's  dominance. 

Forget  the  past.  Microsoft  Corp.  has 
skillfully  leveraged  its  applications 
business  to  cogently  make  Windows  a 
business  standard.  Trying  to  win  the 
game  at  this  stage  with  old-fashioned 
virtues  of  power  and  speed  is  well-nigh 
impossible. 

Embrace  the  future.  Ev- 
ery successive  hardware 
generation  holds  a  promise 
for  new  players.  In  the  late 
1970s,  Centronics  dominat- 
ed printing.  Then  came 
daisy  wheels  and  Dia- 
blo/Qume.  Epson  Corp.  was 
the  dot-matrix  king  when 
Hewlett-Packard  Co. 
showed  its  first  LaserJet. 
Similarly,  desktops  are  go- 
ing the  way  of  the  mainframe.  Apple 
has  Newton.  No  matter  how  poorly  re- 
ceived, that's  the  future.  Apple  should 
cancel  some  of  its  Super  Bowl  advertis- 
ing spots  and  build  the  next  Adobe, 
Quark,  and  Macromedia  for  this  inno- 
vative platform. 


ness.  Day-care  centers  can  be  operatjH 
at  a  break-even  budget.  And  they  m 
an  important  advantage  in  the  competi 
tion  for  talented  people. 

Carola  Endicdfe 
Weston,  Matt 

A  HARDER  LOOK 

AT  SOFT  MONEY'  | 

You  may  describe  them  any  way  yji , 
wish;  however,  "soft  dollars"  sounds  lisf 
a  euphemism  for  payola  ("Dangerous* 
aisons,"  Finance,  Oct.  3).  The  practii 
should  be  stopped. 

Michael  N.  Cavalusi 
Fox  Point,  W| 

EASY  FIXES 

FOR  THE  ENERGY  CRLNCH 

Your  article  "Soaring  oil  imports  n 
could  hobble  the  U.  S.  later"  (Econok 
ic  Trends,  Oct.  3)  is  right  on  trail 
because  the  story  shows  how  ineffe- 
tive  the  country's  federal  energy  pow 


Michael  Tchong 
San  Francisco 

In  your  article  on  Apple,  you  say 
Spindler  took  "the  knife  to  sacred 
perks — the  day-care  center  and  the  fit- 
ness centers. ...  In  short,  Apple  has  fi- 
nally gotten  serious." 

But  seriously,  a  corporate  on-site  day- 
care center  need  not  be  a  drain  on  busi- 


FOLLOW  UP 

"Desktops  are  going  the 
way  of  the  mainframe.  | 
Apple  has  Newton. 
No  matter  how 
poorly  received, 
that's  the  future. " 


cy  has  been  in  reducing  oil  import'.: 

A  better  energy  policy  would  fir 
consider  what  we  have — namely,  abu- 
dant  supplies  of  coal,  natural  gas,  anl 
uranium  for  nuclear  power  plants. 
are  running  out  of  crude  oil,  and  sign! 
icant  use  of  other  energy  sources  i 1 
years  or  decades  away. 

Next,  we  determine  what  each  ene| 
gy  user  should  use.  Electricity-gene 
ating  plants  would  be  nuclear  or  coe  j 
fired,  because  we  have  abundar 
supplies.  To  conserve  oil  and  natural  gi 
for  other  uses,  homes  and  building 
would  use  electric  heating.  Cars  arH 
trucks  would  use  compressed  naturj 
gas  or  battery  power.  Trains  on  bus 
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See  and  respond  to  multi-media 
messages  from  your  desktop. 


How  do  you 
take  30  orders, 


receipts, 


fax  30 

hi 

^work 

foreign  offices  before 


with  3 


Do  business  anytime, 
anywhere  with  a  global 
networks 

It's  the  new  office.  But  it's 
not  what  you  think.  It's 
,  - '  an  office  without  walls  or 
desks.  Without  the  rules 
V\  of  time  or  place.  It  lets  you 
work  the  way  you  want 
to,  instead  of  how  you  have  to. 
It  can  all  happen,  with  AT&T's  INTUITY'" Multi- 
Media  Solutions.  An  ever-expanding  commu- 
nications framework  that  plugs  you  into  all  the 
latest  technology  as  it  happens. 

INTUIIY  Solutions  let  you  market  to  your 
customers  in  innovative  ways.  Free  you  from 
routine  tasks.  Open  your  office  to  the  rest  of 
the  world.  And  to  the  future. 


AT&T  can  do  all  these  things  for  you  today. 
And  with  the  integration  of  fax,  interactive  voice, 
data  and  video,  you'll  be  able  to  do  things  you 
never  imagined. 

Call  AT&T  Global  Business  Communications 
Systems  at  1800  325-7466,  ext.  531.  Find  out 
how  INTUITY  AfDIX  Solutions  and  INTUITY 
CONVERSANT*  Systems  can  help  set  you  free. 


AW.  Where  innovation  leads. 


AT&T 


©  1994  AT&T 


rO  GET  INTO 

BUSINESS 
SCHOOL? 


GMAT  TARGETED  TRAINING 

is  the  most  customized,  flexible 


approach  to  GMAT  study  ever. 


1 


KAPLAN  GIVES  YOU 

•  live  classes  with  expert  teachers 

•  home  study  materials 

•  practice  test  software 

•  low-cost  access  to  online  help  sessions 

•  a  training  library 

•  extra-help  workshops 

Kaplan  will  create  an  individualized 
study  plan  that  targets  your  needs. 

Get  a  Higher  SCOre!  Call 

1-800-KAP-TEST 

KAPLAN 

Kaplan  also  offers  effective  courses 
for  the  SAT,  GRE,  LSAT,  and  MCAT. 


T  PLANNERS 

from  BusinessWeek  for 


Mad  e  bv  British  craftsmen 
and  available  in  your  choice  of  color: 
classic  black  or  rich  burgundy  this 
slimline  pocket  planner  offers  real  value 
for  money  Boasting  a  13-month  calendar, 
week-to-view  appointments'  pages,  and  a  useful 
business/travel  information  section  it's  the  planner 
you  should  already  be  using 

TO  ORDER:  Make  check  payable  to  BUSINESSWEEK 
PLANNER  and  mail  to  DEPT  BN54PP5.  P.O.  Box  1597. 
Fort  Lee,  NJ  07024  U  S  A.  Enclose  separate  sheet  with  color  choice,  personalization 
requirements  and  delivery  details.  N.J.  residents  add  6°o  Sales  Tax.  U.K.  residents 
please  add  V  A  T.  Full  refund  if  not  completely  satisfied  with  materials  and 
workmanship.  For  customization  options  and  special  discounts  on  larger  quantities 
call  Amanda  Kane  on  201-461-0040. 


USA  Crt-iiit  .  ard  holders  ma\ 

i  TOLL-FREE 
-247-2570 

In  Iowa  800-362-2860 
Ask  Operator  18  for  Depi  BN'^PPi 
We  honor  AmEx  Diners  Visa  MasterCard 


Readers  Repor 


CORRECTIONS  &  CLARIFICATION 

"You're  no  kid,  and  that's  not  acne" ' 
(Personal  Business,  Oct.  3)  should  havl 
given  the  hometown  of  Marlane  Fa irlei 
as  Jacksonville,  Ala. 


routes  would  use  electricity,  and 
would  use  oil  products. 

Robert  G.  Carpej 
Naplesj 

AMERICA  VS.  JAPAN: 
TAKE  OFF  THE  CLOVES 


For  a  long  time,  we  have  taker 
defensive  position  rather  than  thfl 
fensive  in  trying  to  settle  trade 
ters  with  Japan.  As  a  result,  the 
plexities  and  the  roadblocks  we  ] 
("Why  it's  time  for  a  showdown 
Japan,"  Top  of  the  News,  Oct.  3)1 
our  own  doing. 

Why  wait  for  Japan  to  make 
promises  again?  Impose  the  tradd 
strictions  of  the  "301  law"  immediai 
Let  Japan  come  back  with  actual  ii 
ket  data,  not  just  promises,  in  orda 
show  that  their  markets  are  truly  oa 
Only  then  would  the  restriction^ 
removed. 

Michael  R.  Adara 
Bridgewater,  |i 

LEADERSHIP, 

DEC  STYLE  | 

Wait.  Let  me  get  this  straight.  "Wil 
Digital  Equipment  Corp.  employees  |n 
not  expect  salary  increases  for  the  f;e 
seeable  future  and  while  thousand* 
them  have  lost,  or  will  lose,  their  joba 
a  result  of  mismanagement,  two  mo 
bers  of  senior  management  have  rece:* 
18%  and  35%  increases  ("Payoffs 
downsized  dec,"  Up  Front,  Oct.  3)? 
these  guys  know  how  to  lead,  or  wh,!? 

S.P.  Jd"' 
Northborough,  MS 


HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 
evening  phone  numbers  We  reserve  the  right  to  edit 
letters  for  clarity  and  space. 
Mail:  Business  Week,  1221  Avenue  of  the  Americas, 
39th  floor.  New  York,  NY  10020 
Fax:  (212)  512-4721 
Internet:  bwreader@mgh.com 

SUBSCRIBER  SERVICES 

For  new  subscriptions,  renewals,  changes  or  problem: 
and  single  copies. 

Phone:  (800)  635-1200  or  (609)  426-7500 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-3396 
Fax:  (212)  512-4938 


Affordable  Blue  Cross  health  coverage 
tart  as  low  as  $43  a  month  per  person, 
you  combine  that  with  our  choice  of 
rs  and  well-known  reputation  for 
ty,  it's  easy  to  understand  why  4,000 
e  join  us  every  day.   So  if  you're 
ut  coverage,  why  not  call  now  for 
information?  1-800-850-8600. 


r- 


Now  is. 

1-800-850-8600 


Name 


Address 


Phone  # 


_J  Check  here  if  you  are  Medicare  eligible? 

Mail  to:  Blue  Cross  of  California  P.O.  Box  3333 
Oxnard,  CA  93031-9881 

IBU  014 


CaliforniaCare  Health  Plans 


Blue  Cross  of  California 


rcnvoCare  Health  Plans  and  Blue  Cross  of  California  are  Independent  Licensees,  of  the  Blue  Cross  Association.  ®  is  a  registered  mark  of  the  Blue  Cross  Association. 


Helen  Keller's  Vision  at  Work 


A  young  adult  like  Bradley  Cupit.  who  is  deaf-blind,  brings  more  than  just 
good  work  to  the  business  that  hires  him.  His  presence  promotes  better  understanding, 
cooperation,  and  good  will  among  all  employees.  Corporations  such  as  Avis  have  discovered 
this  while  working  with  the  Helen  Keller  National  Center  for  Deaf-Blind  Youths  and  Adults. 
Find  out  how  even  a  small  company  can  help  contribute  to  a  world  of  better  understanding. 
Call  our  placement  specialists  at  1 -800-25 5-0411. 

Now  we  can  all  Share  Helen  Kellers  Vision 


Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

Headquarters:  1 1 1  Middle  Ned  Road.  Sands  Point  NT  11050  Regional  Offices:  TTV  Voice  Atlanta  404-766-9625; 
Chicago  312-726-209  Denver  303-375-1204:  New  York  Sands  Poinl  516-944-8900;  Los  Angeles  818-782-<  - 
Boston  617-350-8702  Dallas  2l4-49(  -9677  Kansas  City.  KS  91^677-4562  Philadelphia  215-237-1575;  Seattle  206-324-9120 

*Operatec  by  Heien  Keller  Services  for  the  Blind  Agency:  GTFH.  1 14  Fifth  Avenue,  New  York  NT  1001 1 

1  4D-CA 


In  The  No 

lion  Sense  9fls 

Best  Western 
Makes  Perfect 

Sense. 


ern 


In  today's  business  climate  you  can't  afford  to  overlook  the  obvious  —  Best  Western.  With  over 
)0  locations  in  California,  Nevada  and  Hawaii,  Best  Western  is  everywhere  your  business  takes  you. 
To  make  reservations  for  your  next  business  trip  call  us  at  1-800-528-1234. 
Best  Western.  As  individual  as  California,  Nevada  and  Hawaii. 


YOUR  BROTHER- 
A  deal  ON  A  C 
BROTHER-IN-L 


1 


Okay,  may 
isn't  your  broth 
law  who  can  ge 
the  deal,  mayb 
your  buddy  M 
or  your  cousin 
Phil.  The  poi 
everyone  war] 
great  deal  on  a  vehicle.  But  when  it  gets  right  ( 

a  Do 

to  it.  are  you  willing  to  pay  that  steep  of  a  price  to  get  it? 

You  don't  have  to.  General  Motors  now  offers  Value  Pricing  o 
select  Chevrolet.  GMC  Truck.  Pontiac.  Oldsmobile.  Buick  and  Cac 
models  -  a  total  of  46  different  cars  and  trucks  in  all  each  offeri 
new  approach  to  buying  a  car. 

Instead  of  the  typical  give  and  take,  let-nie-talk-to-mv-mana^ 


14FCA 


Chevrolet      •      G  M  C      T  r  n  c  k      •      P  o  n 


iW  CAN  GET  YOU 
Whate  YOUR 
IAT  DO  YOU  DO? 


3,  you'll  find  the  options  most  people  want  already  included  in 
/alue  Priced  models  for  a  low  sticker  price, 
fact,  the  price  posted  on  the  window  is  typically  so  good  that 
less  of  a  reason  to  hassle. 

DO 

r  conditioning.  An  AM/FM  cassette  stereo.  Airbas.  Anti-lock 
.  Equipment  varies  from  model  to  model,  but  suffice  to  say  it  s 
iff  you're  looking  for.  And  perhaps  even  more  importantly,  Value 
models  allow  you  to  avoid  the 
ou  re  not  looking  for.  Namely, 
relatives.  Heck,  pushy  ads,  too. 
,  let's  say  your  brother-in-law 
t  you  a  deal  on  a  car.  Let  s  say 
not  that  fond  of  ol  Curtis  or  Ray  Bob  or  Gus.  What  do  you  do? 
hy  not  get  a  better  deal  yourself?  Then,  for  once  in  his  life  and 
maybe  he'll  clam  up.  GENERAL  MOTORS 


(I  s  111  i)  b  il<'      •      B  it  i  c  k      •      ('  a  il  i  I  I  a  r 


THE  TOUR  Championship 

At  The  Historic  Olympic  Club  October  24-30 


THE  TOUR 

CHAMPIONSHIP 


THE  TOUR  Championship  is  the  PGATOUR's  season-ending  event  featur- 
ing 1 994's  top  30  money  winners  in  a  battle  for  season  honors. 

Best  of  all,  net  proceeds  from  THE  TOUR  Championship  benefit  many 
charities  in  the  Bay  Area  as  well  as  across  the  nation. 

Television  coverage  by  ESPN  and  ABC  Sports  extends  through  all  four 
days  of  the  tournament.  The  broadcast  times  are: 


Thursday 
Friday 
Saturday 
Sunday 


10/27 
10/28 
10/29 
10/30 


ESPN 
ESPN 
ESPN 
ABC 


1-3 
2  4 
1-4 
12-3 


p.m. 
p.m. 
p.m. 
p.m. 


(Pacific  Time) 


Fred  Couples 


Hale  Irwin 


Greg  Norman 


Nick 


THE  TOUR  Championship  is  presented  to  you  by 
MICHELOB,  Mercedes-Benz  and  IBM. 


Be  sure  to  visit  The  MICHELOB  19th  Hole 


for  a  truly  unique  golf  experience! 


Tickets  are  available  at  any  BANK  OF  THE  WEST  or  BASS  ticket  outlet. 
Or,  call  our  toll-free  number. 

£4 


BANKtheWEST 


(800)741-3161 


WHE REHOUSE  I  TOWER 


tickets'  408-998- 

All  tickets  sub/act  to  convenience  fee. 


oks 


ing  End  of  Canada  and  the  Stakes  for  America 

ig  Lamont 
267pp. $25 


E  NATION, 
VISIBLE 


^"hile  Americans  have  been 
transfixed  by  the  spectacle  un- 
folding in  Haiti,  few  have  paid 
)tice  to  the  potentially  far  more 
,nt  drama  being  played  out  north 
J.  S.  border.  On  Sept.  26,  Parti 
Dis  leader  Jacques  Parizeau  was 

1  as  Premier  of  Quebec.  In  keep- 
h  the  pq's  goal  of  making  Que- 
tidependent  nation,  the  room  had 
ripped  of  the  Ca- 
flag.  "Sound  the 
p  call,"  Parizeau  | 
d  his  new  Cabinet,  i 

2  already  a  coun- 
ur  hearts  and  our 
Why  not  raise  our 
and  proclaim  it 
e  world?" 
s  perfectly  timed 
ip:  The  Coming 

Canada  and  the 
for  America,  Lan- 
mont  argues  com- 
ly  that  it's  high 
mericans  heeded 
iu's  reveille.  La- 
ince  a  Time  foreign  correspon- 
i  later  managing  director  for  Ca- 
Affairs  at  the  Americas  Society, 
need  Canada  could  "splinter  into 
nore  states  before  century's  end." 
sequences  for  the  U.  S.,  he  shows, 
ie  enormous. 

tarters,  the  world's  largest  bilat- 
ie  relationship  would  be  disrupt- 
993,  total  U.  S.-Canada  trade  ex- 
$260  billion,  a  figure  larger  than 
3S  national  products  of  most  na- 
lS  that  figure  suggests,  the  two 
ies  are  deeply  intertwined.  All 
3ig  Three  auto  makers,  for  ex- 
nave  massive  assembly  plants  in 
,  and  most  of  the  cars  they  make 
re  sold  in  the  U.  S. 
inada  and  Quebec  divorce,  La- 
)eculates,  the  thousands  of  U.  S. 
tions  doing  business  in  Canada — 


mm.  umiif 


including  Xerox,  IBM,  and  such  retailers 
as  Sears  Roebuck,  Kmart,  and  Gap — 
could  face  a  "nightmare"  of  conflicting 
accounting  practices,  laws,  and  trade 
rules.  But  there's  much  more  than  trade 
at  stake.  As  a  member  of  the  North 
American  Aerospace  Defense  Command 
(norad),  Canada  plays  a  key  role  in  U.  S. 
national  defense.  A  breakup  would 
undermine  that  alliance.  And  Canada 
would  almost  certainly 
lose  its  membership  in  the 
Group  of  Seven. 

Because  Quebec  and 
English  Canada  have 
been  arguing  so  long,  U.  S. 
citizens  tend  to  dismiss 
the  idea  of  a  breakup. 
But,  as  Lamont  contends, 
Canada  has  never  been  in 
greater  danger  of  coming 
unraveled.  In  the  past 
four  years,  two  major  ef- 
forts to  resolve  Quebec's 
grievances  by  amending 
the  constitution  have  col- 
lapsed, leaving  Canadians 
exhausted  and  embittered.  Polls  show 
that  40%  of  Quebec's  population  favor 
independence.  Now  that  the  separatists 
are  in  power,  they  have  an  unprecedent- 
ed opportunity  to  promote  their  cause, 
though  pq  members  concede  that  their 
1995  referendum  on  independence  faces 
an  uphill  fight. 

Lamont  believes  that  eventually  the 
independence  drive  can  succeed,  and  he 
provides  a  dramatic,  if  not  entirely  plau- 
sible, account  of  just  what  might  hap- 
pen. In  his  scenario,  Quebec  declares 
independence  on  June  1,  2000,  in  a  cere- 
mony witnessed  by  "a  cluster  of  ill-at- 
ease  junior  envoys  from  Ottawa,  Lon- 
don and  Washington."  Within  weeks, 
Quebec  and  English  Canada  begin  ne- 
gotiations over  everything  from  the  di- 
vision of  Canada's  debt  to  the  status  of 
Canadian  military  installations  on  Que- 


bec soil.  But  with  English  Canada  seeth- 
ing, the  talks  degenerate  into  bickering 
and  finally  collapse.  Meanwhile,  Quebec 
tries  to  fend  off  the  demands  of  its  native 
peoples,  who  lay  claim  to  most  of  North- 
ern Quebec,  an  area  two-thirds  the  size 
of  Alaska  that  is  home  to  Hydro-Que- 
bec's huge  power  plants. 

During  Quebec's  second  summer  on 
its  own,  frustrations  explode  into  vio- 
lence. A  small  band  of  natives  blows  up 
one  of  Hydro-Quebec's  largest  plants, 
blacking  out  much  of  Montreal  and  parts 
of  the  Northeast  U.  S.  Mounting  ten- 
sions between  the  sovereigntists  and 
Montreal's  embittered  English-speak- 
ing residents  spark  riots  near  McGill 
University.  The  U.  S.  Army  is  quietly 
invited  in  to  restore  calm — but  not  soon 
enough  to  prevent  a  rout  of  the  Cana- 
dian dollar  and  the  Toronto  Stock 
Exchange. 

When  Canada  and  Quebec  finally 
hammer  out  a  settlement,  it's  just  the 
start  of  an  agonizing  reappraisal  of  what 
Canadians  already  call  the  Rest  of  Can- 
ada (roc).  Its  Atlantic  Provinces  cut  off 
from  the  remainder  of  the  country,  roc 
is  unwieldy — and  soon  proves  unwork- 
able. Ontario  and  the  wealthy  western 
provinces  are  no  longer  willing  to  prop 
up  depressed  Atlantic  Canada.  Other 
provinces,  fearing  dominance  by  Onta- 
rio, which  accounts  for  over  half  of  roc's 
gdp,  break  up  into  regional  alliances. 
Some — led  by  Alberta  and  British  Co- 
lumbia— apply  to  join  the  U.  S. 

It's  easy  to  poke  holes  in  Lamont's 
scenario.  The  bloody  riots  he  envisions 
seem  especially  improbable.  And  in  the 
event  of  a  breakup,  both  Quebec  and 
roc  undoubtedly  would  do  everything 
possible  to  minimize  disruptions  and 
maintain  close  trade  ties  with  the  U.  S. 
But  Lamont's  goal  is  to  get  readers 
thinking  about  "what  could  happen  in 
the  worst  of  circumstances." 

He's  not  alone  in  his  speculation.  Most 
of  Canada's  top  think  tanks  are  also  pub- 
lishing elaborate  studies  of  what  could 
happen — because  a  breakup,  while  un- 
likely, is  no  longer  unthinkable.  Even 
though  some  of  his  particulars  may  be 
off  base,  Lamont  is  right  about  the  key 
point:  Any  divorce  would  prove  enor- 
mously complicated  and  painful  for  all  of 
North  America. 

BY  WILLIAM  C.  SYMONDS 

Symonds  is  business  week's  Toronto 
bureau  manager. 


\MONT'S  DIVORCE  SCENARIO  FEATURES  A  ROUT 
DF  THE  CANADIAN  DOLLAR  AND  BLOODY  RIOTS 


THE  ROAD  TO 
PERFECTION  IS  LONG. 
WE  THOUGHT  IT 
APPROPRIATE  TO 
SPEED  THINGS  UP 


An  Entirely  New  LS.  A  New  Journey.  November  15.  Inquiries,  800-872-5398. 


Technology  &  You 


EDITED  BY  STEPHEN  H.  WILDSTROM 

AN  EXPRESS  LANE 
FOR  THE  INFOBAHN 


l 


If  you're  among  the  tens  of 
thousands  of  Americans 
who  have  jumped  aboard 
the  Internet  in  recent  months, 
you  may  be  wondering  what 
all  the  excitement  was  about. 
Global  E-mail  can  be  very 
useful,  but  the  "newsgroups" 
are  filled  with  noisy  natter- 
ing. And  while  vast  resources, 
from  U.  S.  Supreme  Court  de- 
cisions to  library  catalogs  to 
government  purchase  propo- 
sals, are  available,  they 
hard  to  find  and  harder  to  us 

There's  another  part  of  the 
Net.  the  World  Wide  We 
that  gives  you  a  hint  of  what 
the  multimedia  Information 
Superhighway  of  the  futur 
may  look  like.  But  you  can 
explore  it  using  a  typical  dial 
up  connection  provided  by 
company  such  as  Delp 
Internet.  A  special  type  of 
dial-up  service  is  needed 
to  get  access  to  the  Web 
and  these  connections 
have  been  very  difficult 
to  set  up. 

web  SPINNERS.  Until  now. 
New  products  hitting  the 
market  make  full  use  of 
the  Internet  no  harder 
than  opening  an  account 
on  CompuServe.  Net- 
Cruiser  from  Netcom  (800 
353-6600)  and  Internet  in 
a  Box  from  Spry  (800  777- 
9638)  can  have  you  up  and 
running  in  a  few  minutes. 

First,  a  word  about  the 
Web.  Spiffy  graphics  and  fan- 
cy formatted  text  give  the 
Web  a  distinctive  look.  Audio 
and  video  clips  are  also  turn- 
ing up.  But  the  Web's  real 
power  is  revealed  when  you 
click  on  an  underlined  word  or 
phrase.  Like  similar  underlin- 
ing in  Windows  help  screens 
or  in  HyperCard  on  the  Macin- 
tosh, a  click  gives  you  a  screen 


of  related  information.  But  on 
the  Web,  you  may  zoom  off  to 
a  computer  anywhere.  For  ex- 
ample, I  travel  electronically 
to  the  University  Consortium 
for  Atmospheric  Research  in 
Boulder,  Colo.,  to  look  at 
weather  maps.  A  couple  of 
clicks  and  I'm  at  the  Univer- 
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Internet  Tour  Guides 


PRODUCTPHONE 


VENDOR- 'PRICE 


NETCRUISER 

800  353-6600 


Netcom.  San  Jose 
Free  with  service 
subscription  ($25. 
plus  $19.95/month) 


INTERNET  IN  A  BOX 

800  557-9614 


Spry.  Inc.. 
$149  list 


Seattle 


sity  of  Michigan,  checking  out 
the  current  Southern  Califor- 
nia forecast. 

The  Web  is  growing  fast, 
with  dozens  of  new  sources  of 
information — often  little  more 
than  a  picture  and  a  descrip- 
tion of  things  under  develop- 
ment— coming  on  line  daily. 
The  Web  has  begun  attract- 
ing business  interest,  with 
high-tech  companies  dominat- 
ing. For  example,  Bernard 
Hodes  Advertising  of  New 
York  has  begun  a  service 


called  CareerMosaic.  which 
posts  information  on  employ- 
ment opportunities  with  such 
companies  as  National  Semi- 
conductor Corp. 

NetCruiser  and  Internet 
in  a  Box  both  allow'  you  to 
browse  the  Web  using  im- 
proved versions  of  the  free 
Mosaic  program,  which  wras 
developed  by  the  National 
Center  for  Supercomputing 
Applications.  Mosaic  works 
best  with  a  high-speed  direct 
connection  to  the  Internet, 
and  you  will  need  at  least  a 
14,400-bit-per-second  modem 
for  tolerable  performance. 
Both  packages  also  include  a 
set  of  other  Internet  utilities, 
such  as  the  telnet  program 
used  to  log  in  to  remote  com- 
puters. Internet  in  a  Box  also 
throws  in  a  special  edition  of 
The  Whole  Internet  Catalog 
by  Ed  Krol,  which  doubles  as 
a  user's  guide  to  the  software. 
free— SORT  OF.  Netcom  and 
Spry  get  similar  results 
with  different  ap- 
proaches. Netcom  gives 
the  software  away  but 
requires  you  to  use  it 
to  connect — using  local 
phone  numbers  in  major 
cities — with  its  California 
computer  system.  Spry's 
software  lets  you  either 
log  on  to  SprintLink  (for 
S8.95  a  month  plus  S8.95 
an  hour)  or  establish  an 

  account  with  the  Internet 

vendor  of  your  choice.  I 
used  Internet  in  a  Box 
with  an  existing  account 
at  Maryland's  Digital  Ex- 
press  Group,  and  the  soft- 
ware comes  with  a  list  of 
100  or  so  other  sources. 
Setting  up  service  indepen- 
dently is  harder  but  can  offer 
significant  savings. 

For  now,  the  Web  remains  a 
construction  site.  Sometimes 
clicking  on  a  hypertext  link 
will  launch  you  into  hyper- 
space  (though  both  programs 
provide  easy  ways  to  get 
back).  Many  sources  seem  to 
promise  more  than  they  deliv- 
er. But  for  a  glimpse  at  the  in- 
formation network  of  the  fu- 
ture, the  Web  is  worth  the 
trip.  S.W. 
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ADVANCED  SERVICES 
PAY-PHONE  UPGRADES 

Why  don't  the  keyboard- 
equipped  phones  at  airpo 
provide  the  fancy  services 
they  promise?  asks  Gil  E. 
Gordon  of  Monmouth  June 
tion.  N.J.  at&t  says  that's 
because  it  began  installi 


the  Public  Phone  2000  in 
1992  without  fcc  approva 
for  such  uses  as  E-mail.  FJ 
now,  you  can  plug  a  laptop 
or  fax  -into  the  data  jack  a 
use  the  unit  as  a  telecom- 
munications device  for  the 
deaf  (tdd).  But  picking  oth 
items  from  the  on-screen  I 
menu  produces  a  message! 
saying  that  the  feature  is 
unavailable. 

at&t  finally  got  clearanc 
this  spring.  A  spokesman 
says  that  in  coming  month 
the  services  will  gradually 
be  introduced  to  the  4.00 
phones. 


LOBBYING  EXPENSES 
TAX  SOFTWARE 

No  niche,  it  seems,  is  too 
small  for  software  entre- 
preneurs. The  1993  tax  a 
created  complex  rules  re- 
stricting the  deductibility 
lobbying  expenses.  Washin 
ton's  Gnossos  Software  (2i 
463-1200)  is  offering  Kee 
in  Touch:  Lobby  Tax  softwa 
for  Windows  to  help  compa 
mes  comply.  But  only  heaw 
hitters  will  be  able  to  affoi 
it:  The  program  fetches  a 
cool  $5,000. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Intertnet  or  fax  (202)  383-2125 


■  ML"  CITIZENS  OK  ATLANTA.  OEOPOIA  DEPEND  ON  THEIP  KIPE  DEPARTMENT.  THE  ATLANTA 
mik  DEPAPTMENT  DEPENDS  ON  A  MOPATEO  PLAIN-PAPEP  KAK  MACHINE  WITH  SOPEPEINE 
PESOLOTION  AND  EPPOP  OOPPECTION.  IT'S  OSLO  TO  PEOEIVE  DPAWINOS  OK  J30PNINO 
UOII.DINOS  AND  SAKETY  DATA  SHEETS  ON  HAZAPOOUS  MATERIALS.  MOPATEO.  OOONT  ON  IT- 


^Jow  blue  is  green. 

troducing  the  new  System/ 390  Parallel  Enterprise  Server. 

ryone  wants  computer  systems  that  do  more  with  less.  Less  energy.  Less  floor  space.  Less  environmental  impact. 
;  new  System/390  Parallel  Enterprise  Server"  fills  that  bill.  It  has  the  muscle  of  a  mainframe,  but  is  no  bigger  than 
;frigerator,  and  uses  less  electricity  than  a  clothes  dryer.  In  fact,  many  mainframe  users  will  be  able  to  pay  for  this 
/er  out  of  their  savings  in  power,  cooling  and  operating  costs.  And  best  of  all,  it  has  the  rock-solid  dependability 
t  you'd  expect  from  an  IBM  mainframe.  That's  a  combination  both  the  environmentalist  and  the  economist 
love.  For  more  information  call  your  IBM  representative  or  1  800  IBM-3333  and  ask 
STAR  85?  We  believe  the  more  you  know  about  where  large-scale  computing  is  going, 
more  you'll  agree  there  is  a  difference  in  computers  and  the  companies  that  make  them. 


insula  rail  I  Him  165-123  I.  ext.  323.  IHM  anil  Sv,teni/3<)0  are  registered  trademark- and  S-lem/.i'lll  Parallel  Entemrw  Server  is  a  trademark  "I  International  Bumih-ss  Maehine- 1  iinxiratiun.  <  I'l'll  I  KM  I  <irp 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


THIS  BUDGET  'CONTRACT' 

IS  NOTHING  MORE  THAN  VOODOO  II 


WHY ARE 

House  GOP 
candidates 
yoking  them- 
selves to  a 
plan  that 
supply-siders 
have  already 
tried — to 
disastrous 
effect? 


Robert  Kuttner  is  co-editor  ot  The 
American  Prospect  and  author  of 
The  End  of  Laissez-Faire 


For  the  first  time  in  memory,  Republi- 
can House  candidates  are  campaigning 
as  a  national  ticket,  pledged  to  carry 
out  a  common  program — one  that  has  attract- 
ed mainly  ridicule.  Over  300  Republican 
House  candidates  have  sworn  allegiance  to 
House  Republican  leader  Newt  Gingrich's 
"Contract  with  America,"  a  247-page,  seven- 
year  master  plan  for  the  federal  budget  that 
is  all  too  reminiscent  of  the  voodoo  budgeting 
of  the  early  Reagan  years.  Gingrich,  over- 
eager  for  victory,  has  handed  his  opponents  a 
sword. 

The  plan  calls  for  a  balanced  federal  budget 
by  the  year  2002,  coupled  with  new  tax  cuts. 
If  that  sounds  contradictory,  it  is.  According 
to  the  Congressional  Budget  Office,  $743  bil- 
lion in  tax  increases  and  spending  cuts  would 
be  needed  to  balance  the  federal  budget  over 
five  years.  But  the  House  Republican  plan 
widens  the  deficit  with  new  tax  cuts  and 
spending  increases  totaling  some  $279  billion; 
it  offers  offsetting  spending  cuts  of  only  $221 
billion.  Thus,  the  bottom  line  is  off  by  over 
$800  billion. 

In  the  early  1980s,  supply-siders  forecast 
that  Reagan's  tax  cuts  would  so  stimulate  sav- 
ings and  investment  that  increased  tax  reve- 
nues would  more  than  compensate  for  reduced 
tax  rates  and  that  the  federal  budget  would  be 
in  balance  by  1984.  But  net  savings  rates  ac- 
tually fell  because  federal  borrowing  con- 
sumed private  savings.  Overall  investment 
rates  remained  at  roughly  historic  levels,  but 
the  accelerated  depreciation  gimmicks  of  the 
1981  tax  law  created  a  tax-shelter  industry 
that  steered  many  investments  to  economi- 
cally inefficient  uses. 

CURTAIN  CALL.  Under  Reagan,  the  annual  fed- 
eral deficit  averaged  over  $200  billion.  When 
the  curtain  fell  on  the  1980s,  the  annual 
growth  rate  was  a  shade  lower  than  in  the 
feeble  1970s.  The  national  debt  had  trebled.  A 
structural  annual  deficit-that  is,  one  rooted 
in  the  structure  of  the  tax  system-of  about 
5%  had  become  chronic.  The  productive  econ- 
omy was  hobbled  by  high  real  interest  rates 
that  were  necessary  to  finance  the  escalating 
debt  load. 

You  might  wonder  why  Republican  chal- 
lengers would  yoke  themselves  to  such  an  as- 
sailable plan.  One  reason  may  be  that  the  Na- 
tional Republican  Congressional  Committee 
reportedly  told  gop  challengers  to  endorse 
Gingrich's  plan  if  they  expected  maximum  fi- 


ler 


nancial  help.  Aside  from  being  preposter 
economics,  Gingrich's  Voodoo  II  is  politic 
vulnerable.  While  the  Clinton  Administrate 
has  faltered  on  other  fronts,  the  Presidm 
has  commendably  cut  the  deficit,  which  l| 
fallen  from  4.9%  of  gross  domestic  produc 
1992  to  just  2.3%  today. 

Several  influential  conservative  groups 
constitute  a  powerful  lobby  against  fiscal 
cess.  Carol  Cox  Wait,  president  of  the  C 
mittee  for  a  Responsible  Federal  Budget 
a  loyal  Republican,  agrees  that  Gingrich's  p 
is  a  fiscal  pipe  dream. 
HISTRIONICS?  The  Concord  Coalition,  likew 
a  mostly  Republican-led  group  of  notables 
voted  to  budget  balance,  dismisses  the  Hoi 
gop  proposal  as  "little  more  than  political  | 
ater."  The  Coalition's  analysis  faults  the  p 
for  "deceptive  accounting,"  citing  several 
cal  time  bombs  which  cynically  front-load  b 
efits  and  back-load  fiscal  costs.  In  its  propos 
expansion  of  individual  retirement  accoui 
(iras),  interest  earned  would  be  perpetua 
tax-free  rather  than  tax-deferred,  as  unc 
present  law.  The  revenue  impact  would 
low  at  first  but  would  compound  over  tir 
The  executive  director  of  the  Concord  Co: 
tion,  incidentally,  is  Martha  H.  Phillips,  f 
merly  the  Republican  staff  director  for  1 
House  Budget  Committee. 

The  liberal  Center  on  Budget  &  Policy  F 
orities,  which  seldom  agrees  with  the  C<  i'Ol 
cord  Coalition,  offers  a  nearly  identical  an 
ysis.  Staff  member  Ellen  Nissenbaum  poii 
to  another  example  of  hypocrisy.  One  of  1  3X 
proposed  bills,  "The  Senior  Citizens  Equ 
Act,"  would  offer  old  folks  several  new  go' 
ies,  including  a  liberalization  of  the  earnir 
limit  for  Social  Security  recipients,  a  repea! 
the  tax  on  Social  Security  income  now  levi 
on  the  wealthiest  13%  of  pensioners,  and  n 
tax  benefits  for  private  long-term  care  ins 
ance.  But  buried  elsewhere  in  the  packs 
are  cuts  in  meals  for  shut-ins,  in  Medic 
(which  pays  nursing-home  costs),  in  Me 
care,  and  in  ssi  (supplemental  security  insi 
ance).  And  if  the  balanced-budget  requi 
ment  ever  passed,  Social  Security  would  ts 
the  biggest  hit. 

Gingrich  is  evidently  gambling  that  vot< 
won't  look  closely  at  the  fine  print.  But 
pursuing  such  a  strategy,  Gingrich  invites  1 
Democrats  to  ask  voters:  Do  you  really  w; 
to  put  these  people  in  charge  of  the  fede 
budget? 
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t's  like  watching  an  instant  replay 
of  your  package  being  delivered. 

Okay,  so  you  don't  actually  see  a  UPS  driver  handing  your  package  to  the 
erson  you  sent  it  to.  But  our  tracking  software  is  the  next  best  thing. 

Just  pop  the  disc  into  your  computer  and  you  can  find  out  exactly  when 
our  package  was  delivered  and  who  signed  for  it.  If  you  want,  we  can  even 
ix  you  their  signature  as  tangible  proof. 

Of  course,  that's  the  kind  of  support  service  you've  come  to  expect  from 
JPS.  We  track  more  packages  than  any  other  package  delivery  company  in  the 
ntire  world.  So  we're  constantly  discovering  more  innovative  ways  to  do  it. 

For  details  on  our  free  tracking  software,  call  1-800-PICK-UPS.  And 
et  the  play-by-play  analysis  of  your  package  delivery.  With  no  ^  C^^) 
ommercial  interruptions.  The  package  delivery  company  more  companies  count  on.  v  P  ^ 
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Economic  Trends 


BY  GENE  KORETZ 

THE  U.S.  UPTURN 
IS  MIDDLE-AGED 

Economic  doctors  say  "slow  down" 

Considering  the  U.  S.  economy's  con- 
tinued robust  performance,  it  may 
seem  premature  to  speculate  on  the  next 
recession.  Yet  as  economist  David  Hale 
of  Kemper  Financial  Services  Inc.  ob- 
serves, within  a  few  short  months,  the 
current  upswing  will  be  older  than  five 
of  the  eight  postwar  expansions,  and  in 
April,  it  will  enter  its  fifth  year. 

Moreover,  though  the  index  of  leading 
indicators  is  showing  renewed  strength, 
a  related  omen  is  flashing  yellow.  The 
ratio  of  coincident  to  lagging  indicators, 
which  tends  to  fall  as  debt,  interest 

A  KEY  INDICATOR  FLASHES  YELLOW 
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rates,  and  labor  costs  start  to  pick  up 
steam,  has  been  weakening  since  March 
(chart).  Since  declines  in  this  ratio  have 
foreshadowed  cyclical  downturns  by 
about  13  months  on  average  (far  earlier 
than  the  leading  index),  its  continued 
weakness  is  hardly  reassuring. 

Like  most  of  his  fellow  economists, 
Hale  thinks  the  fate  of  the  current  busi- 
ness expansion  rests  on  the  Federal  Re- 
serve's ability  to  slow  growth  enough 
to  contain  inflation  next  year.  The  only 
two  postwar  upturns  that  lasted  more 
than  five  years,  he  notes,  both  benefited 
from  midcycle  pauses  that  reduced  ca- 
pacity pressures  and  the  need  for  fur- 
ther monetary  restraint. 

Several  factors  bode  well  for  the 
Fed's  efforts  this  time  around,  says 
Hale.  Because  the  initial  upturn  was  un- 
usually modest,  supply  problems  have 
only  begun  to  appear.  Consumer  and 
business  balance  sheets  are  still  healthy, 
so  Fed  tightening  is  unlikely  to  cause 
an  outright  spending  collapse.  And  the 
global  recovery  promises  to  sustain  U.  S. 
exports  and  capital  investment  even  as 


housing  and  consumer  spending  slow. 

While  Hale  is  bullish  about  the  ex- 
pansion's staying  power,  he  sees  two 
wild  cards.  If  the  global  upturn  causes 
commodity  prices  to  soar,  the  Fed  could 
be  forced  to  tighten  more  than  it  would 
like.  And  a  move  by  the  Clinton  Admin- 
istration to  shift  gears  and  opt  for  its 
own  program  of  middle-class  tax  cuts 
in  the  runup  to  the  1996  Presidential 
election  could  roil  the  financial  markets, 
with  uncertain  effects  on  the  economy. 


HEALTH  PROGRESS 
HITS  A  SNAG 

The  flu  and  AIDS  hurt  longevity 

Americans  who  think  of  themselves 
as  living  longer  and  longer  are  in 
for  a  shock.  The  National  Center  for 
Health  Statistics  reports  that  U.  S.  life 
expectancy  fell  last  year,  to  75.5  years, 
from  75.7  years  in  1992. 

The  good  news  is  that  this  isn't  the 
start  of  a  trend.  U.  S.  life  expectancy, 
which  was  68.2  years  in  1950  and  70.8  in 
1970,  should  continue  to  rise.  But  dips  do 
occur  occasionally,  when  outbreaks  of 
infectious  diseases  such  as  influenza 
temporarily  push  up  mortality  rates.  A 
flu  epidemic  was  the  culprit  the  last  time 
life  expectancy  dipped,  in  1980. 

The  bad  news  is  that  such  dips  could 
become  a  bit  more  common  in  future 
years.  The  reason  is  the  rising  death 
toll  from  aids.  Young  adults  are  the 
main  victims  of  aids,  and  the  younger 
the  group  affected  by  a  fatal  disease, 
the  larger  the  impact  on  overall  life  ex- 
pectancy. Last  year,  the  combined  ef- 
fects of  rising  AiDS-related  deaths  and 
non-AiDS-related  deaths  at  most  age  lev- 
els (probably  related  to  two  outbreaks  of 
flu)  were  enough  «—---—---—----—— 
to  cause  life  ex  LIFE  EXPECTANCY 
pectancy  to  de  DIPS  IN  THE  U.S. 
cline  again.  76.0 

The  Census  Bu- 
reau has  predict- 
ed that  U.  S.  life 
expectancy  at 
birth  could  exceed 
82  years  by  2050, 
a  view  supported  74.5 
by  continuing  de-  J 
elines  in  infant 
mortality  rates 
and  by  improved 
care  for  many  ill- 
nesses. Whether 
that  view  proves  overly  optimistic  may 
depend  on  the  development  of  an  effec- 
tive treatment  for  AIDS. 


EXPECTED  YEARS 
OF  UFE  AT  BIRTH  _ 
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AN  ATLANTIC  SPIT 
IN  FISCAL  POLIO 

The  U.S.  eases  as  Europe  brakes!  rf 

Up  to  now,  fiscal  restraint  has  ftp 
the  rule  on  both  sides  of  the  Aft- 
tic.  In  the  U.S.,  the  combined  eff 
of  higher  tax  rates  (in  the  face  of  1 
ant  growth)  and  big  declines  in  fecj 
outlays,  particularly  for  defense, 
slashed  the  federal  deficit  from  $26<| 
lion  in  1993  to  about  $200  billion  in  : 
1994.  But  in  1995,  with  no  new 
tax  hikes  in  the  wings  and  a  sharp  1 
ing  in  defense  cutbacks,  the  pendil 
will  swing  away  from  fiscal  drag.l 
cording  to  the  Congressional  Budgel 
fice,  fiscal  policy  will  be  essentially  f 
tral  next  year. 

By  contrast,  Western  Europe  intl 
to  tighten  the  fiscal  screws.  Taxes  aif 
ready  slated  to  rise  next  year  in 
many,  Britain,  Spain,  and  Sweden| 
example,  and  Italy,  Sweden,  and 
gium  are  trying  to  cut  social  spend 
Economists  at  J.  P.  Morgan  &  Co.| 
ure  that  tighter  budgetary  policies! 
be  enough  to  slice  0.8%  off  Eurc 
gross  domestic  product  in  1995. 


WALL  STREET 
RIDES  THE  CYCLI 

The  bull  thrives  on  young  upturri 

Stock  market  investors  have  a  sp« 
interest  in  the  staying  power  o» 
current  U.  S.  business  cycle.  JameB 
Stack,  publisher  of  the  Investech  Mem 
Analyst  newsletter,  notes  that  irM 
past,  stock  market  profits  have  \  » 
typically  concentrated  in  the  yout 
stages  of  a  recovery. 

By  the  time  six  of  the  eight  posl 
U.  S.  expansions  had  reached  their 
points,  reports  Stack,  stock  prices 
already  posted  at  least  75%  of  thei: 
clical  gains  (from  the  market  bot  1 
during  the  previous  recession  to  th( 
prior  to  the  next  recession).  And  ur  1 
the  current  recovery  lasts  until  1  y 
1998,  its  life  is  already  half  over. 

If  the  Federal  Reserve  does  mai  \( 
to  engineer  an  economic  pause  tha  e 
freshes,  however,  there's  a  fair  ch;  t( 
that  Wall  Street  can  still  buck  the 
torical  odds.  Although  stock  pr  is 
underwent  some  unsettling  correct  p 
after  the  long  expansions  of  the  1'  | 
and  1980s  hit  middle  age,  notes  St  l_ 
they  still  had  about  40%  to  50%  of  t§K 
cyclical  gains  ahead  of  them. 
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954  airline  meals, 


- 


954  stomach  aches, 


1  national  health  care  network. 


Sjn  Cleveland 
(CLE) 


IJ>sf  thinking  about  your  HMO 
makes  you  queasy,  it  may  be  time  to  look 
at  yom  options.  Or  better  yet,  at  ours. 

Because  at  Blue  Shield  of  California, 
we  recognize  the  individual  needs  of 
companies.  Even  if  your  company  has 
more  than  1,000  individuals. 

With  features  like  HMO/USA:  A 
nationwide  network  of  doctors  affiliated 
With  Blue  Shield  plans  across  America 
that  covers  traveling  employees  (as  well 
as  family  members  who  live  out  of  state). 
So  if  they  get  sick  outside  of  California, 
they  don't  have  to  go  to  an  emergency 
room.  Unless,  of  course,  it  is  an  emergen^. 

To  learn  more,  just  call  your  broker, 
consultant  or  1-800-910-1010. 

You'll  find  we  also  have  plans  loaded 
with  options  for  the  needs  of  smaller 
businesses.  So  you  know  that  even  if  you 
don't  have  the  clout  of  a  huge  corpora- 
tion, you  still  have  pull  with  us. 

THE  SHIELD  HEALTH  PLANS 
Blue  Shield  fi|}oi  California* 

We  make  a  difference. 


*An  Independent  Member  of  the  Blue  Shield  Association, 
i   1994  Blue  Shield  of  California. 


IBM, 
Business  Week, 

and  MCI 
proudly  present 
a  new  series  airing  on  , 
Public  Television 
this  Fall . .  . 


SMALL 

BUSINESS 

TODAY 


Small  Business  Today  salutes  the  spirit  of  enterprise  and 
provides  information,  advice  and  inspiration  to  help  s 
business  owners  achieve  their  ambitious  goals. 

Regular  features  include: 

■  Interviews  with  small  business  owners  on  how  they  go| 
started  .  .  .  and  how  they're  growing. 

■  Innovations  in  technology  and  telecommunications  to 
improve  productivity  and  expand  a  growing  business 

■  Discussions  on  the  law,  marketing,  selling,  financing 
and  more. 


Check  your  local  listings  for  details. 

Small  business  owners  Terry  Fansler  and  Hattie  Bryant 
co-host  Small  Business  Toduy. 
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MIES  C.  COOPER  &  KATHLEEN  MADIGAN 


HE  JOB  MARKET  IS  SIMMERING, 
UT  IT  S  HARDLY  OVERHEATED 


U.S.ECONOMY 


JOB  GROWTH  IS 
COOLING  OFF 


I  TOTAL 
■  PRIVATE  SECTOR" 


Wall  Street  had  been  worry- 
ing all  week  about  the  Sep- 
er  employment  report.  Amid  recent  signs  that  the 
jmy  might  be  too  rambunctious  for  its  own  good, 
;hus  inflation-prone,  the  Street's  anticipation  of  the 
data  had  the  markets  frozen  with  fear, 
was  wasted  worry.  On  Oct.  7,  the  Labor  Dept.  said 
for  the  second  consecutive  month,  payrolls  rose  far 
han  the  markets  had  expected.  And  despite  the  Sep- 
er  drop  in  the  unemployment  rate,  wage  gains  still 
no  sign  that  they  are  accelerating.  More  than  that, 
rowth  during  the  past  four  months  shows  a  clear 
rn  of  slowing  (chart). 

The  result:  Both  the  stock  and 
bond  markets  posted  gains  in  the 
days  following  the  job  numbers, 
as  fears  of  an  imminent  hike  in 
interest  rates  by  the  Federal  Re- 
serve began  to  wane,  as  initial 
third-quarter  earnings  reports 
looked  good,  and  as  the  situation 
in  Iraq  appeared  less  explosive, 
at  least  for  now. 

The  employment  numbers  are 
another  piece  of  evidence  indi- 
l  that  the  economy's  peak  growth  rate  in  this  expan- 
s  now  in  the  past,  because  the  Fed's  rate  hikes  are 
ing  to  slow  the  economy. 

wever,  a  big  question  remains:  Is  the  economy  slow- 
nough  to  push  growth  down  to  the  2.5%  pace — or 
abouts — that  will  mollify  the  Fed?  For  now,  based  on 
leptember  job  data,  another  rate  hike  at  the  Fed's 
15  policy  meeting  still  looks  likely. 

IE  SURE,  job  growth  remains  healthy.  Industries 
i  239,000  workers  to  their  payrolls  last  month,  and 
ayment  gains  in  both  July  and  August  were  revised 
tie  Labor  Dept.  lifted  July's  tally  by  30,000,  to  290,000, 
uigust's  total  by  71,000,  to  246,000.  Only  a  solid  econ- 
posts  gains  like  that. 

wever,  the  trend  toward  smaller  job  gains  is  unmis- 
ile.  During  the  third  quarter,  businesses  added  an  av- 
!  of  258,000  jobs  per  month,  well  below  the  345,000  in 
icond  quarter.  Overall  hours  worked,  a  measure  that 
ines  job  gains  and  the  workweek,  rose  at  a  scant 
anual  rate  last  quarter,  from  a  6.6%  pace  in  the  sec- 
[uarter.  That's  a  signal  that  third-quarter  economic 
th  will  be  well  below  the  second  quarter's  4.1%  pace. 
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Moreover,  the  September  increase  was  overstated. 
Government  employment  jumped  by  65,000,  mostly  re- 
flecting the  temporary  hiring  of  election  workers  for  pri- 
maries in  several  states.  That  boost  will  turn  into  a  bust 
in  October.  Private-sector  employment  alone  rose  by  only 
174,000  last  month,  the  least  since  January.  The  job  slowT- 
down  since  June  has  been  even  steeper  in  the  private 
sector  than  overall. 

Another  reason  to  expect  more  moderate  job  gains  in 
coming  months  is  the  way  Labor  accounts  for  the  work- 
ers hired  by  new  businesses.  This  adjustment,  which  is 
purely  an  estimate  that  the  government  adds  to  the  job 
count,  by  itself  contributed  155,000  jobs  to  the  September 
increase.  And  this  "plug  factor,"  as  economists  call  it,  has 
been  exceptionally  large  in  recent  months. 

However,  that  doesn't  square  with  the  Commerce 
Dept.'s  index  of  business  formations,  which  has  declined 
3.5%  since  March.  That  drop  suggests  that  Labor's  adjust- 
ment is  too  big  and  that  it  will  have  to  be  lowered  in  com- 
ing months. 

AS  IN  RECENT  MONTHS,  the  service-producing  sector 
generated  the  lion's  share  of  the  September  job  gains, 
led  by  retail  trade,  transportation,  and  business  and  social 
services.  For  the  second  month  in  a  row,  though,  the  in- 
crease in  temporary  help  services  was  less  than  its  month- 
ly average  during  the  past  year,  a  sign  that  many  tempo- 
rary workers  are  finding  permanent  jobs. 

Among  goods  producers,  con- 
struction racked  up  the  biggest 
payroll  increase  last  month. 
Builders  added  19,000  workers, 
after  no  gain  in  August,  but  you  12754 
have  to  wonder  if  job  increases  of  12011 
that  size  can  continue  in  coming  ,us| 
months.  Construction  activity   io.se ] 
weakened  sharply  during  the 
third  quarter,  as  inflation-adjust- 
ed spending  in  private  construc- 
tion dropped  a  steep  1.5%  in  Au- 
gust, after  a  1.1%  decline  in  July. 

And  manufacturing,  despite  its  dynamism  of  late,  re- 
mains happy  to  add  jobs  in  dribs  and  drabs,  letting  surg- 
ing productivity  account  for  its  output  growth.  Factory 
employment  dipped  slightly  in  September,  even  though 
the  auto  industry  put  on  6,000  new  workers. 

In  fact,  Detroit  stands  ready  to  give  factories — and  the 
economy — a  lift  in  the  fourth  quarter  (chart).  Based  on  the 
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auto  industry's  unit  production  schedules,  business  week 
estimates  that  seasonally  adjusted  output  of  U.  S.-made 
cars  and  light  trucks  this  quarter  will  jump  at  an  annual 
rate  of  36%  from  the  third  quarter.  After  a  slight  decline 
in  September,  to  an  annual  rate  of  11.8  million,  production 
will  rise  to  12.1  million  in  October  and  to  12.6  million  in 
November. 

DESPITE  THE  MODERATION  in  payrolls,  the  financial 
markets'  inflation  bears  did  have  the  September  drop  in 
the  unemployment  rate  to  point  to  as  a  sign  that  labor- 
markets  are  tightening  up,  and  that  wage  pressures  can- 
not be  far  behind. 

The  jobless  rate  fell  from  6.1%  in  August  to  5.9%  last 
month.  That's  close  to  the  level  that  many  economists, 
including  those  in  the  Clinton  Administration,  believe  is 
the  minimum  rate  that  the  economy  can  bear  without 
setting  the  wage-price  spiral  in  motion. 

Stronger  labor  markets  partly  explain  why  consumers 
are  more  confident  in  taking  on  debt.  Consumer  install- 
ment debt  outstanding  soared  by  $11.2  billion  in  August, 
and  growth  in  the  past  half  year  has  been  the  largest  on 
record.  1994's  additions  are  partly  exaggerated,  though, 
by  "convenience"  use  of  credit  cards,  wherein  balances  are 
quickly  paid  off.  Revolving  credit  exploded  by  a  record 
$6.9  billion  in  August.  The  Fed  will  try  to  measure  conven- 
ience use  in  an  upcoming  report. 


EUROPE 


WAGE  GROWTH  IS 
HOLDING  STEADY 


However,  the  jobless  rate  may  well  be  understEed 
As  economists  at  Merrill  Lynch  &  Co.  point  out,  thet  is 
a  glaring  inconsistency  between  the  declining  jobless  ate 
for  adult  men  and  the  flat  trend  in  the  male  employmir 
to-population  ratio,  which  should  be  rising  if  the  uriir. 
ployment  rate  is  falling.  The  discrepancy  suggests  aai 
there  is  still  a  large  pool  of  potential  workers  whofre 
not  counted  in  the  labor-force  data. 

Even  with  the  drop  in  the  job- 
less rate,  wage  growth  remains 
tame.  Average  hourly  earnings 
rose  0.3%  in  September,  and  in 
the  third  quarter,  they  stood  2.6% 
ahead  of  last  year,  with  no  sign 
that  wage  growth  is  about  to 
break  out  of  the  2.3%-to-2.6% 
band  it  has  been  in  for  the  past 
three  years  (chart).  Besides,  pro- 
ductivity in  manufacturing  has 
been  growing  so  strongly  that 
factory  unit  labor  costs  are  still  falling. 

That's  hardly  cause  for  worry.  Of  course,  Wall  Street  ni 
always  find  something  to  fret  over,  especially  the  bot 
market,  where  inflation  can  erode  long-term  returns,  to 
if  it  was  signs  of  inflation  that  the  Street  was  looking*}: 
in  the  September  job  numbers,  there  were  none,  'ht 
markets  will  just  have  to  find  them  somewhere  e?e 
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BRITAIN  KEEPS  WRESTLING  INFLATION 


Britain,  the  first  European  econ- 
omy out  of  recession,  is  con- 
fronting the  conflicting  goals  of  sol- 
id growth  and  low  inflation.  The 
economy  seems  to  be  slowing,  but 
perhaps  not  by  enough  to  placate 
the  Bank  of  England. 

Inflation  fears  were 
aroused  by  an  unexpect- 
edly large  0.7%  jump  in 
the  prices  of  fuel  and 
raw  materials  in  Sep- 
tember. Such  business 
costs  are  up  5.7%  from  a 
year  ago.  However,  fall- 
ing labor  costs  have  off- 
set these  pricier  sup- 
plies. Unit  labor  costs  in 
manufacturing  fell  0.8%  in  the 
three  months  ended  in  August.  As 
a  result,  prices  of  goods  leaving  the 
factory  gate  rose  0.2%  in  Septem- 


PRICE  PRESSURES 
ARE  LARGELY  ABSENT 
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ber,  and  only  2.4%  in  the  past  year. 

So,  too,  in  September,  retail  pric- 
es rose  just  0.2%  for  all  items  and 
for  the  underlying  rate,  which  ex- 
cludes mortgage-interest  pay- 
ments. And  while  higher  rates  have 
pushed  up  mortgage 
payments  this  year,  the 
underlying  rate  is  up 
just  2%  from  a  year 
ago — a  27-year  low 
(chart). 

Slack  domestic  de- 
mand in  a  fiercely  com- 
petitive market  has 
prevented  companies 
from  raising  prices.  In 
August,  retail  sales  fell 
0.4%,  and  factory  output  dropped 
by  0.3%.  Part  of  the  output  decline 
was  caused  by  an  oil-refinery  fire, 
but  other  industries  also  reported 


production  drops.  That  means  th 
economy  likely  did  not  grow  as  fa:j 
in  the  third  quarter  as  in  the  sec-  j 
ond,  when  growth  hit  a  4.6%  a.nnu| 
rate — even  with  April's  tax  hike. 

The  big  inflation  worry  is  that 
any  slowdown  will  be  temporary.  } 
Confederation  of  British  Industry*, 
survey  suggests  that  factory  out-  j 
put  will  bounce  back  this  quarter.  I 
Both  exports  and  imports  hit  newi 
highs  in  July.  And  unemployment 
dropped  by  28,000  in  September, 
pushing  the  jobless  rate  to  9.1%. 

Given  Britain's  two  years  of 
growth,  its  dilemma  is  not  unusual 
The  Bank  of  England  has  already 
moved  preemptively  against  infla- 
tion with  a  half-point  hike  in  short 
rates  on  Sept.  12.  If  more  data  poii 
to  renewed  strength,  though,  don'1 
rule  out  another  hike  by  yearend 


The  Week  Ahead  can  now  be  found  at  the  bottom  of  the  Business  Week  Index,  appearing  this  week  on  page  115 
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To  handle  the  blizzard  of  reservation 
ealls  during  the  busy  season,  Taos  Valley 
Resorts  had  to  ask  many 
potential  customers  to 
hang  on.  Unfortunately, 
too  many  simply  hung  up. 

Sprint  Business  ereated 
a  real  solution:  Enhanced 


Wh  en  Sprint  Business 
took  our  customers  off  hold, 
business  snowballed. 


800sw  Service  instantly  transferred  ealls 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
reservations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX®  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
over  the  competition. 

No  matter  what  business  you're  in. 
Sprint  Business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  One  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1-800-598-5000. 


India  Hatch 
President 

Taos  Valley  Resort  Assn. 


REAL  BUSINESS      REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 

Taos  Valley  Resort  Sales  lost  due  to  busy  ( hills  re-routed  instantly  to  30%  more  reservations 

Association  reservation  lines  available  operators  boosted  profits 
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IS  THIS  AMEX' 
TRUMP  CARD? 


Maybe.  But 
Optima  True 
Grace  is  in  for 
a  tough  slog 

Finally,  Harvey  Golub's  American 
Express  Co.  is  taking  shape.  Gone 
is  the  Shearson  brokerage  and 
Lehman  Brothers  Inc.  investment 
bank.  Gone,  as  well,  are  4,000  employees 
and  more  than  $1  billion  in  annual  ex- 
penses. On  Oct.  5,  the  financial-services 
giant  took  its  most  dramatic  cost-cut- 
ting measure  yet,  announcing  layoffs  of 
up  to  6,000  employees  and  the  closing 
of  three  card-processing  centers. 

Now,  with  much  of  the  cost-cutting 
behind  him,  Golub  confronts  the  real 
challenge:  rebuilding  AmEx'  languishing 
consumer-card  empire,  the  key  to  re- 
storing the  sort  of  profit  growth  that 
AmEx  enjoyed  effortlessly,  it  seemed, 
through  the  1980s.  Golub's  first  step: 
the  Optima  True  Grace  Card,  introduced 
Sept.  6. 

LITTLE  CHOICE.  Don't  underestimate  this 
piece  of  plastic,  AmEx'  first  new  card 
in  seven  years.  It's  at  the  heart  of  the 
ceo's  plan  to  market  credit  cards  for  the 
first  time  to  consumers  other  than 
AmEx  members — and,  in  the  process, 
to  extend  the  company's  card  franchise. 

It's  a  strategy  that  could  remake 
AmEx,  but  it's  not  for  the  meek.  The 
credit-card  market  is  jam-packed  with 
rival  products,  most  of  them  packaged 
with  rebate  offers,  low  interest  rates, 
and  other  familiar  bells  and  whistles. 
AmEx  will  fight  for  interest  income  with 
some  6,000  different  cards  from  Visa  is- 
suers alone,  going  head-to-head  with  the 
likes  of  Citibank  and  AT&T.  Already, 
some  consumers  feel  overwhelmed.  Says 
Sandra  Morris  of  San  Francisco:  "We 
just  use  the  Visa  or  MasterCard  to  get 


mileage.  We  feel  we  don't  need  any  more 
cards." 

Golub  has  little  choice  but  to  entice 
consumers  with  yet  another  card.  "Re- 
volving credit  is  where  American  Ex- 
press' salvation  lies,"  says  Robert 
McKinley,  president  of  Ram  Research 
Corp.  "If  they  want  to  survive  in  the 
consumer  market,  they've  got  to  get  in- 
volved in  revolving  credit  cards."  At 
Travel  Related  Services  (trs,  AmEx's 
card  and  travel-services  unit),  net  in- 
come jumped  259%  last  year  from  cost- 
cutting,  to  $895  million,  and  its  corporate 
and  international  charge  businesses  are 
growing.  AmEx  depends  on  its  TRS 
unit  for  65%  of  profits. 

In  three  years,  though,  AmEx  has 
seen  its  total  share  of  worldwide  charge 
volume  shrink  to  15.9%  from  18.8%, 
Ram  Research  estimates.  And  the  num- 
ber of  green,  gold,  and  platinum  consu- 
mer cards  in  use  has  declined  steadily 
since  1991  and  should  drop  another  3.5% 
this  year,  to  11.1  million,  estimates  ana- 
lyst Guy  Moszkowski  at  Sanford  C. 
Bernstein  &  Co. 

Golub  brushes  aside  such  concerns, 
pointing  out  that  his  remaining  "mem- 
bers" are  charging  10%  more  than  they 
did  three  years  ago — bringing  in  higher 
fees  from  merchants.  "We  think  there 
will  be  significant  growth  in  charge 
cards,"  he  says. 

Analysts  like  the  Optima  True  Grace 
because  it  offers  an  identifiably  new  ad- 
vantage. It  lets  consumers  avoid  pay- 
ing interest  on  new  purchases  for  25 
days,  even  if  there's  a  balance  on  the 
account.  Other  major  card  issuers  allow 
a  grace  period  only  when  accounts  have 
no  outstanding  balance.  Ram's  McKinley 
calculates  that  a  typical  Visa  consumer, 
with  a  .$1,700  balance,  §2,500  per  year  in 
new  purchases,  and  an  interest  rate  of 
17.38%,  would  save  $45  annually  by  us- 
ing True  Grace.  "For  some  cardholders, 
it's  a  desirable  option,"  says  McKinley. 
"Grace  periods  have  been  a  sacred  area. 
Now  AmEx  is  challenging  it." 


The  Plal 

How  American 


AMERICAN  EXPRESS 
TRUE  GRACE  OPTIMA 


AT&T 
UNIVERSAL  CARDS 


INTEREST  RATE:  7.9%     j  Prime  rate  plu^ 
for  six  months,  then       j  9.9% 
prime  rate  plus  8.75% 


GRACE  PERIOD:  25  days  j  No  grace  perioc 
on  each  new  purchase    i  account  is  paic 


Certainly,  much  is  at  stake:  Gol 
says  that  if  Visa  issuers  were  to  mat 
Optima's  grace  period,  Visa  card  hold* 
in  the  U.  S.  would  save  $2  billion  a  ye 
True  Grace  could,  with  AmEx's  mark 
ing  heft,  spark  a  price  and  features  \\ 
in  the  $562  billion  industry. 

The  problem:  Time  Grace's  advanta 
is  hard  to  market.  Next  to,  say,  the  Ge 
eral  Motors/MasterCard  discount  or 
new  car,  a  generous  grace  period  i 
mains  a  difficult  feature  to  commu 
cate.  To  do  so,  Golub  will  spend  $10  m 
lion  this  year  in  advertising.  But  "the 
aren't  people  out  there  clamoring 
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lefield 

t  card  stacks  up 


SSIC 

ARO 

I  DISCOVER 

lus  9.4% 

j  Prime  rate  plus  8.9%; 

j  maximum,  19.8% 

IT'S 

I  Same  as  AT&T's 

DATA:  COMPANY  REPORTS 

They  don't  know  that  they  don't 
it,"  says  Michael  Auriemma,  a 
bury  (N.Y.)-based  consultant, 
over,  any  savings  from  the  grace 
i  could  be  wiped  out  by  a  compet- 
•oduct  with  lower  interest  charges. 
lEx  has  to  figure  out  a  way  to 
consumers  want  grace — a  task 
more  difficult  because  its  exper- 
sn't  with  credit  cards.  Indeed, 
x  has  a  history  of  maligning  some 
;  cards  as  debt  traps.  And  the  orig- 
)ptima,  a  credit  card  marketed  to 
x  members,  has  been  treated  inter- 
as  a  poor  relation — partly  because 


Leaving  Home 
Without  It 


38 


32 


AMERICAN  EXPRESS  CARDS 
IN  USE,  WORLDWIDE 


'91  '92  '93  '94* 

▲  MILLIONS  -THROUGH  JUNE  30. 1994 

DATA:  AMERICAN  EXPRESS  CO. 

Optima  racked  up  $155  million  in  losses 
in  1991  from  poor  credit  decisions. 

Now,  AmEx  is  singing  a  different 
tune.  No  longer  are  Visa  and  Master- 
Card down-market  pretenders.  In  fact, 
Golub  says  he  doesn't  dismiss  the  idea  of 
issuing  his  own  Visa  or  MasterCard — an 
option  once  anathema  to  AmEx  vete- 
rans. That  would  address  another  prob- 
lem: Just  3.7  million  merchants  accept 
AmEx  cards,  a  third  of  the  number  that 
take  Visa.  "They  still  suffer  from  their 
Achilles'  heel — low  acceptance,"  says 
David  Brancoli,  a  spokesman  for  Visa. 
Golub  believes  Visa's  numbers  are  exag- 


True  Grace  faces 
one  big  marketing 
obstacle:  A  generous 
grace  period  is 
less  tangible  than, 
say,  GM/Mastercard's 
discount  on 
a  new  car 


gerated.  An  AmEx  ad  campaign 
launched  Oct.  13  challenges  Visa's  claim. 

As  it  is,  though,  True  Grace  almost 
certainly  will  lose  money  for  several 
years — though  Moszkowski  expects  that 
AmEx  has  already  absorbed  most  ex- 
penses. As  he  attempts  to  boost  Opti- 
ma's receivables  fourfold,  to  $30  billion, 
by  decade's  end,  Golub  plans  to  offer  a 
wide  array  of  new  niche  cards — between 
10  and  15  in  the  next  few  years,  each 
targeting  up  to  one  million  users.  "It 
takes  significant  resources  to  launch  a 
card.  To  launch  10  to  15  is  a  huge  man- 
date," says  jQan  Solotar,  an  analyst  at 
Donaldson,  Lufkin  &  Jenrette  Secur- 
ities Corp. 

"ELEPHANT  DUST."  New  offerings  likely 
will  cannibalize  the  company's  existing 
card  business,  eating  into  the  $66  million 
in  fees  AmEx  will  earn  this  year.  But 
Golub  sees  a  bigger  payoff.  Rivals  ex- 
pect he  will  seek  out  big  allies  to  offer 
"co-branded"  products,  the  hottest  seg- 
ment of  the  credit-card  business.  Two 
names  on  the  grapevine  as  possible  part- 
ners: Walt  Disney  Co.  and  Delta  Air 
Lines  Inc.  Another  possibility:  a  "create 
your  own  card"  that  would  let  consu- 
mers add  their  own  features — such  as 
a  frequent-flier  program  or  buyer 
protection  plan — by  paying  for  each 
separately. 

Facing  the  prospect  of  such  an  on- 
slaught, it's  no  wonder  Visa  has  gone 
on  the  attack,  spending  big  on  newspa- 
per ads  that  lampoon  Optima.  "They're 
throwing  up  elephant  dust  so  people  get 
confused,"  declares  Golub.  A  little  ele- 
phant dust  may  do  the  job:  Grace  isn't 
easy  to  sell,  and  its  success  isn't  assured. 
But  if  AmEx  wants  to  recapture  past 
glory,  it  needs  a  new  generation  of  plas- 
tic to  lead  the  way. 

By  Leah  Nathans  Spiro  in  New  York 
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ARE  IBM  AND  APPLE 
A  DAY  LATE? 

They  may  have  missed  their  chance  to  create  a  new  standard  based  on  the  PowerPC 


IBM's  Long  March 


OCT.  91 


IBM  PC  chief,  James 
A.  Cannavino  ce- 
ments a  partnership  with  Apple  and 
Motorola.  They  agree  to  joint  devel- 
opment of  the  PowerPC  chip,  based 
on  an  IBM  RISC  design. 


OCT.  92 


For  the  moment,  at  least — it  looks 
like  a  done  deal  and  a  mean  game 
of  catch-up.  Three  years  after  forg- 
ing an  alliance  around  the  ultrafast  Pow- 
erPC chip,  IBM  and  Apple  Computer  Inc. 
are  close  to  an  agreement  to  create  a 
single  hardware  "platform"  around  the 
PowerPC.  From  that  one  design,  com- 
puter makers  around  the  world  could 
create  clones  that  run  software  for  ei- 
ther I  km  or  Apple  ■■■■■■■■■■■■■■■■■■■■■ 
personal  comput- 
ers—  forging  a 
universal  stan- 
dard that  just 
might  do  what 
IBM  and  Apple 
separately  have 
failed  to  do:  shake 
Intel  Corp.'s 
mighty  grip  on 
the  world's  per- 
sonal computer 
business.  Just  the 
rumors  of  a  deal 
sent  Apple  and 
IBM  shares  climb- 
ing— from  Oct.  6 

through  Oct.  12,  IBM  was  up  5%,  to  73/8, 

while  Apple  jumped  10%,  to  42/. 

THE  KINDNESS  OF  RIVALS.  For  the 

record,  neither  company  is  talking. 
"We're  not  going  to  comment  on  the 
talks  until  there  is  something  to  an- 
nounce," says  IBM  Chairman  Louis  V. 
Gerstner  Jr.  But  inside  sources  say  the 
negotiations  are  far-ranging — from  the 
two  companies  agreeing  on  a  common 
computer  design  to  ibm  taking  a  5%-to- 
10%  stake  in  Apple  in  order  to  provide 
the  funds  for  the  tricky  software  and 
hardware  development  needed.  Insid- 
ers say  Apple's  costs  could  be  upwards 
of  $50  million,  a  huge  sum  on  today's 
skimpy  26%  gross  margins.  Rumors 
have  swirled  since  last  summer  that  IBM 
may  buy  Apple  outright — though  ana- 
lysts think  that  unlikely. 

The  Apple  talks  aren't  IBM's  only  at- 
tempts to  restart  its  floundering  Pow- 
erPC effort.  Even  as  IBM  executives 
shuttle  back  and  forth  to  Apple's  Cu- 


pertino (Calif.)  headquarters,  Big  Blue 
has  been  trying  to  rebuild  bridges  with 
Microsoft  Corp.  to  get  access  to  its 
mass-  market  software.  IBM  PC  chief  G. 
Richard  Thoman  has  met  with  Micro- 
soft Chairman  William  H.  Gates  III  in 
recent  months.  And  IBM  has  approached 
Microsoft  for  access  to  Windows  95,  the 
forthcoming  rewrite  of  Microsoft's  pop- 
ular operating  software. 


crosoft  says  it  might  cooperate  on  a  I 
sion  of  Windows  95  for  the  PowerPC  <$ 
Microsoft  Executive  Vice-President 
ven  A.  Ballmer  says  the  company  w$'r 
consider  licensing  the  computer  code! 
Blue  would  need  to  run  Windows  95? 
plications  programs  on  OS/2. 

How  did  IBM  wind  up  depending 
the  kindness  of  rivals?  Aside  from  Ap| 
which  is  using  the  PowerPC  to  repl 


The  first  PowerPC 
chip  is  introduced. 
But  few  PC  makers  sign  on;  Apple 
takes  most  early  shipments. 


JULY  93 


IBM  creates  the 
Power  Personal  Sys 
terns  Div.  to  try  to  redefine  the  PC 
standard  with  desktop  computers 
based  on  the  PowerPC  chip. 


IBM  shows  PowerPC 
prototypes,  includ- 
ing a  sleek  black  model  that  re- 


NOV.  93 


sponds  to  voice  commands, 
handwriting,  and  features  al 
mated  talking  head  to  offer  [ 


MACHINES 
BASED  ON 
NOBUO  MII'S 
DARING 
POWERPC 
PROTOTYPES 
ARE  NOWHERE 
IN  SIGHT 

But  ip.m's  ef- 
fort could  still 
prove  futile. 
The  reason: 
Big  Blue  is 
clearly  tying 
its  PowerPC 
strategy  to 
OS/2  in  the 
hopes  of  mak- 
ing that  software  an  alternative  to  Mi- 
crosoft's Windows.  That  not  only  com- 
plicates negotiations  with  Microsoft  but 
it  has  also  put  ibm  behind  schedule — 
OS/2  software  for  PowerPCs  may  not  be 
ready  for  nine  months.  And  while  Mi- 


an aging  line  of  Macs,  the  technoloy 
has  failed  to  catch  on  with  most  comp"(- 
er  makers.  Bogged  down  by  internal  pa- 
rties, ibm  hasn't  even  marketed  a  PC  til 
uses  the  technology,  and  it  has  won  lit! 
support  from  software  developed 


he  situation  is  quite  a  comedown 
Big  Blue.  Last  fall,  it  looked  like 
company  had  a  good  plan  to  set  its 
course:  It  intended  to  create  a  new 
tandard  based  on  PowerPC  hard- 
e  and  the  technically  impressive 
2  operating  system.  IBM's  newly 
led  Power  Personal  Systems  Div. 
ved  off  sleek,  black  prototypes  of 
ctop  and  laptop  PowerPC  machines 
software  to  let  them  hear,  speak, 
respond  to  hand  motions.  The  busi- 
i  plan  was  just  as  daring.  The  ma- 
es  would  be  aggressively  priced 
despite  internal  opposition,  they 
Id  run  not  only  IBM's  OS/2  but  also 
dicrosoft's  Windows  NT  and  other 
■ating  systems  as  well.  Nobuo  Mii, 
ident  of  the  division,  told  a  report- 
er at  the  time: 
"It  has  been 
a  real  war 
internally." 

Mii  lost  the 
next  battle, 
though.  An- 
thony E. 


would  have  been  a  setback  to  come  out 
without  a  complete  system."  explains 
Phillip  D.  Hester,  vice-president  and 
head  of  IBM's  Systems  Technology  &  Ar- 
chitecture Div. 

Still,  if  ibm  hits  its  new  shipment  date 
of  mid-1995,  Richard  Zwetchkenbaum, 
an  analyst  with  International  Data 
Corp.,  thinks  it  won't 
sell  more  than  100,000 
personal  computers 
based  on  the  PowerPC 
in  1995.  That's  not 
even  a  blip  in  the  50 
million-unit  global 
market. 

Even  if  ibm  were 
to  sell  10  times  that 
number,  it  may  have 
lost  forever  the 
chance  at  its  bigger 
goal:  to  create  a  new 
industry  standard. 
While  Big  Blue 
flubbed  its  own  inter- 
nal development  and 
dickered  with  Apple, 


propriate  software  for  the  PowerPC 
could  be  ready  for  market — even  if  IBM 
had  the  agreements  in  place  today  to 
guarantee  either  development.  Indeed, 
ibm  doesn't  expect  big  volume  from  its 
PowerPC  machines  for  two  more  years. 
But  by  1996,  Intel  will  be  ready  to 
launch  P6,  its  post-Pentium  chip.  And 


MAY  94 


JUNE  94 


pn|  Canon  licenses 
KftH  the  technology  to 
msumer  goods,  including 
otebook  computers,  and 
roducts. 

Development 
partner  Apple 
s  the  PowerMac  PC  line 
,  the  only  personal  com- 
ising  the  PowerPC  chip. 


;elli,  a  former  ibm  PC  exec- 
e,  was  brought  in  as  co- 
:ral  manager  to  take  over 
keting  and  development 
nties.  And  the  head-snap- 
;  designs  Mii  promised  by 
end  of  this  year  are  nowhere 
ght. 

IOUS  DESIGNERS.  In  fact,  Thoman 
mnced  in  September  that  no  per- 
d  computers  based  on  the  PowerPC 
will  be  introduced  this  year.  The 
on?  ibm  has  decided  that  such  ma- 
es  must  have  OS/2 — as  well  as  the 
y  new  features  shown  last  year.  But 
project  to  rewrite  the  OS/2  operat- 
system — which  now  runs  only  on 
jl  chips — has  bogged  down.  "It 


Robert  J.  Corrig- 
an  (below),  head 
of  the  IBM  Personal  Computer 
Co.  and  high-profile  backer  of  In- 
tel and  Microsoft,  steps  down. 


IBM  brings  in 
Antony  E.  Santelli 
as  general  manager  of  the  Power- 
PC desktop  division. 


CORRIGAN: 
LUKEWARM 
ABOUT  THE 
POWERPC 


SEPT.  94 


IBM  postpones 
launch  of  Power- 
PC desktop  machine  until  the 
middle  of  next  year,  citing  soft- 
ware delays  and  a  lack  of  appli- 
cations. Apple  announces  plan  to 
license  its  PowerMac  technology. 


POWERPC  CHIP 
PRODUCTION:  CAN  IBM 
BREAK  INTEL'S  LOCK? 


OCT.  94 


IBM  unveils  a 
PowerPC  worksta- 
tion with  PC  features  but  no  PC 
operating  system. 


the  PC  market  has  moved 
on.  Apple  brought  out  Macin- 
toshes based  on  the  PowerPC 
chip  in  March.  At  the  same  time, 
the  Intel/Microsoft  camp  got 
stronger — and  is  likely  to  get 
stronger  still. 

This  year,  PC  buyers  are  flocking  to 
powerful  machines  based  on  Intel's  Pen- 
tium chips  and  are  getting  ready  for  a 
major  software  upgrade  with  Mi- 
crosoft's Windows  95.  "A  whole  year 
has  gone  by,  and  ibm  has  nothing  to 
show  for  it,"  says  a  former  ibm  Pow- 
erPC systems  architect  who  recently 
left  in  frustration. 

It  will  be  1996  at  the  earliest  before  a 
common  ibm- Apple  platform  and  the  ap- 


Microsoft  will  be  mov- 
ing toward  Cairo,  its 
next  big  software 
release. 

All  this,  insiders  say, 
has  left  ibm's  PowerPC 
unit  demoralized.  Many 
designers  are  furious 
that  ibm's  PowerPC  ma- 
chines aren't  on  the  mar- 
ket yet.  "I'm  sick  to  my 
stomach  over  what's 
happened,"  says  Rajat  Datta,  a  systems 
engineer  who  plans  to  leave  the  compa- 
ny this  month. 

ibm  executives  insist,  though,  that 
the  game  isn't  over  yet.  In  addition  to 
its  possible  deals  with  Apple  and  Micro- 
soft, ibm  is  developing  new  chips,  in- 
cluding a  version  of  PowerPC  that  will 
imitate  Intel  chips.  And  in  September, 
Japanese  giant  Toshiba  Corp.  agreed 
to  build  machines  around  PowerPC, 
joining  some  30  other  clonemakers. 
Progress  to  be  sure.  But  as  ibm's  furi- 
ous negotiations  with  Apple  show,  time 
is  running  short. 

By  Peter  Bwtows  in  Austin,  Tex.,  with 
Kathy  Rebello  in  San  Francisco  and  Ira 
Sager  and  Amy  Cortese  in  New  York 


)ne  mistake:  IBM  decided  its  PowerPCs  should  use  OS/2, 
)ut  the  project  to  rewrite  that  software  has  bogged  down 
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THE  ADMINISTRATION  

THE  TEFLON 
VICE-PRESIDENT' 

All  the  discontent  that's  stuck  to  Clinton  has  slid  off  Gore 


ROLE  REVERSAL:  The  Veep  is  a  more  sought-after  campaigner  than  the  Prez 


As  the  countdown  to  Election  Day  '94 
approaches,  Bill  Clinton  and  Al  Gore 
are  setting  off  on  campaign  swings 
that  include  stops  from  California  to 
New  York  to  Ohio.  Nothing  remarkable 
about  a  President  and  Vice-President 
stumping  for  party  candidates,  except 
for  one  surprising  fact:  Gore  may  be 
more  welcome  than  his  boss. 

As  Clinton's  popularity  drops  precip- 
itously, his  No.  2  continues  to  shine 
(chart).  "Vice-Presidents  generally  do 
worse  than  their  Presidents,  but  Gore 
appears  to  be  the  Teflon  Vice-Presi- 
dent," says  Paul  C.  Light,  a  University 
of  Minnesota  professor. 
"SQUEAKY  CLEAN."  Gore's  image  as  a 
wholesome  stiff  with  a  war  record  is  a 
big  plus  to  a  public  that  questions  Clin- 
ton's slickness.  "Clinton  personifies  the 
problems  we're  having,"  notes  a  top 
Democratic  adviser.  "Gore  escapes  all 
of  that — and  he's  squeaky  clean."  The 
Veep,  moreover,  has  taken  the  lead  on 
issues — such  as  reinventing  govern- 
ment— that  tap  into  voters'  snarly  anti- 
Washington  mood,  while  Clinton  has 
taken  the  heat  for  Whitewater  and 
health-care  reform.  "The  Vice-President 
picks  and  chooses  his  battles  wisely," 
says  Democratic  consultant  Brian 
Lunde. 

Administration  political  aides  believe 


Gore  can  even  help  shift  the  balance  to 
Democratic  candidates  fighting  tight 
midterm  election  races.  The  White 
House  has  booked  him  for  twice  as 
many  campaign  stops  as  Clinton,  with 
many  visits  targeted  for  the  kind  of  so- 
cially conservative  districts  where  his 
Boy  Scout  image  plays  well — despite 
his  elite  background.  One  example: 
Gore's  efforts  to  reform  the  federal  bu- 
reaucracy is  likely  to  appeal  to  Arizona 
independents,  so  he  is  scheduled  to  cam- 
paign there  for  Representative  Sam 
Coppersmith,  who  is 
battling  for  an  open  Sen- 
ate seat. 

Gore,  of  course,  could 
suffer  if  he  outshines  the 
President  too  much. 
That  might  raise  suspi- 
cions among  Clinton  loy- 
alists that  Gore  may  be 
overly  interested  in  fur- 
thering his  own  ambi- 
tions. Aides  to  both  men 
scoff  at  the  possibility, 
saying  the  relationship 
is  too  close  to  break 
apart.  "The  President 
knows  that  the  Vice- 
President  is  extremely 
loyal,"  says  a  senior 
White   House  aide. 


GORE  STILL  RATES... 


FAVORABLE 


AL  I 

GORE 

BILL  I 
CLINTON 

DATA  SEPT  6-7  POLL  OF  1.022  PEOPLE  BY  THE 
GALLUP  ORGANIZATION  FOR  USA  TODAY  AND  CNN 

...BUT  BUSINESS 
DOESN'T  LIKE  HIM 

AL  | 

GORE 

DATA  SEPT  19-26  BUSINESS  WEEK/LOUIS  HARRIS 
ASSOCIATES  POLL  OF  400  EXECUTIVES 


If  anything.  Gore  seems  more  tr 
ed  as  an  adviser  than  ever,  partic 
ly  in  foreign  policy  decisions.  Deci* 
where  Clinton  is  often  not,  senior  a 
ers  say  he  persuaded  the  President 
take  a  hard  line  on  Haiti.  Gore  also 
the  key  contact  with  former  Presi 
Jimmy  Carter  during  the  North  K 
an  standoff  this  past  summer.  The 
helped  Clinton  focus  his  Sept.  26  sp 
to  the  U.  N.  around  a  broad  vision: 
the  U.  S.  can  help  developing  nat 
establish  free-market  democracies 
earlier  on,  he  lobbied  the  Clinton 
seek  appointment  of  a  special  Wh 
water  prosecutor,  arguing  that  get 
the  answers  out  quickly  would  be  p 
ically  wise. 

BROADENING  HIS  BASE.  Beyond  his 
as  Presidential  counselor,  Gore  is 
suing  an  agenda  of  his  own.  N 
year,  for  example,  he  will  head  u 
program  to  spur  inner-city  investme 
preside  over  the  distribution  of  fu 
from  the  recently  passed  crime 
and  step  up  his  plans  for  streamlim 
the  bureaucracy.  These  issues  v  i 
allow  him  to  strengthen  his  New  Dei  ■  < 
crat  credentials  while  keeping  lii  s 
open  to  the  party's  liberal  base.  H  1 
also  continue  pushing  environment 
issues  and  developing  an  informat 
infrastructure. 

Gore  is  using  these  seccnd-tier  issi  s 
to  broaden  his  base  of  support,  partii- 
larly  with  business.  During  a  Februay 
visit  to  Buenos  Aires  for  a  teleeomni- 
nications  speech,  he  persuaded  Argu- 
tine  President  Carlos  Menen  to  intl> 
duce  a  bill  that  would  protect  t|i 
intellectual-property  rights  of  U.  S.  dre 
companies.  Now  he's  heading  up  a  U.  f 
South  African  commission  to  promcfe 
energy,  technology,  and  other  inve* 
ments  in  the  newly  democratic  count!  .• 
A  similar  endeavor  with  Russia  has  11 
to  expanded  U.  S.  inve,  ; 
ments  there.  Gore  coi 
use  a  boost  with  bu: 
ness:  A  recent  busine  I 
week  poll  showed  h 
with  an  abysmal  36%  a 
proval  rating  among  t 
executives. 

If  he  avoids  pratfal 
Gore  likely  will  emerj 
as  his  party's  logical  posl 
Clinton  leader.  Yet  hi: 
ancing  acts  like  the  oi 
Gore  is  pulling  off  a 
perilous.  Even  popul 
Veeps  can  be  dragg< 
down — just  ask  Walt 
Mondale. 

By  Susan  B.  Garlar 
in  Washington 


UNFAVORABLE 


less  than  a  month  until  Election 
ly,  and  Larry  King  is  everywhere, 
aving  helped  launch  Ross  Perot's 
idential  campaign  two  years  ago, 
nan  with  the  Brooklyn  growl,  the 
-present  suspenders,  and  the  sym- 
etic  style  has  emerged  as  a  major 
>aign  force  again.  From  his  Wash- 
>n  studio,  he  has  already  moderat- 
alifornia's  Senate  debate  and  is  ne- 
tting to  do  the  same  for  Virginia's 
torial  and  Florida's  gubernatorial 
3.  For  relief,  he  jetted  off  to  Holly- 
1  to  chat  with  actor  Marlon  Bran- 
who  gave  him  a  kiss  on  the  lips. 
i,  he  was  off  again  to  New  York, 
;  to  California,  and  who  knows 
•e  after  that. 

jplying  his  own  brand  of  journal- 

0  interviews  with  political  hopefuls 
authors  on  the  make,  King's  fur- 
;d  brows  are  beamed  into  an  esti- 
id  1  million  homes  nightly.  And 
's  fueling  Larry  King's  business 
•ests — a  collection  of  talk  shows, 
;s,  newspaper  columns,  and  speak- 
sngagements — toward  revenues 
$4  million  a  year. 

SHUCKS  QUALITY."  King  takes  it 
n  with  a  shrug.  "I  honestly  like 
;  I  do.  I  don't  do  it  for  the  money," 
lys,  preparing  to  interview  a  book- 
ling  Lauren  Bacall  that  evening. 
,  he  says,  "I  have  a  talent,  like  the 
ball  player  who  gets  $3  million  a 

after  practicing  for  years  to  hit  a 
ball."  The  talent?  Hard  to  define, 
t  starts  with  King's  deference,  the 
ude  he  gives  guests  to  express 
lselves.  "It's  that  aw-shucks  qual- 

says  political  analyst  Sherry  Be- 

1  Jeffe  of  the  Center  for  Politics  & 
;y  at  Claremont  Graduate  School 
alifornia.  "He's  not  a  really  hard- 
ng  interviewer,  but  his  show  is  a 
v  for  the  media  elite.  Opinion  mak- 
vatch  the  guy." 

)  do  lots  of  other  people.  King  is 


scheduled  to  pull  down  $45,000  for  a 
half-hour  talk  in  San  Diego  on  Nov. 
19 — after  placing  first  among  media 
leaders  in  a  poll  of  the  3,000-member 
San  Diego  Chamber  of  Commerce. 
Three  years  back,  pre-Perot,  he 
charged  only  $15,000  a  speech,  agents 
say.  Don  Walker,  one  of  his  agents,  says 
he  currently  averages  two  gigs  a  month 
at  about  $50,000  each.  Who  is  willing 
to  pay  that  kind  of  freight?  King  late- 
ly has  been  booked  by  the  likes  of  the 
Video  Software  Dealers  Assn.,  the 
American  Society  of  Travel  Agents,  and 
the  American  Hardware  Manufactur- 
ers Assn. 

For  their  money,  conventioneers  get 


vintage  King  dropping  inside  dope  on 
interviewing  Jackie  Gleason  in  Miami 
or  how  Vice-President  Al  Gore  pressed 
to  have  the  nafta  debate  with  Perot. 
Then,  there  are  his  childhood  stories 
of  growing  up  with  future  Hall  of  Fame 
baseball  player  Sandy  Koufax.  (Never 
mind  that  Koufax  later  told  reporters 
he  didn't  know  King  until  they  were 
both  adults  or  that  King  admitted  to 
Time  that  the  story  was  "part  fact,  part 
history,  and  part  imagination.")  "He's 
the  funniest  man  alive  on  stage,"  says 
George  F.  Martin,  the  lawyer  who  has 
lined  up  King  for  a  30-minute  speech 
at  a  daylong  affair  on  Oct.  15  in  Ba- 
kersfield,  Calif.  It'll  be  King's  second 
appearance  at  Bakersfield,  says  Mar- 


ALL  EARS:  For  $2.5  million  a  year, 
King  goes  into  1  million  TVs  a  night 


tin.  The  first  time  was  in  1989,  when 
King — now  divorced  for  the  sixth 
time — took  time  off  from  a  honeymoon. 

It's  all  heady  stuff  for  King,  who 
changed  his  name  from  the  less  eupho- 
nious Larry  Zeiger  to  land  a  job  as  a 
sportscaster  in  Miami  back  in  1957.  In 
1978,  he  filed  for  bankruptcy.  Now,  he 
earns  $1  million  a  year  in  speaker's 
fees,  on  top  of  the  $2.5  million  he  gets 
annually  to  do  his  hourlong  show  each 
night.  (Last  year,  with  competition  eat- 
ing into  his  ratings,  he  cut  back  his  ra- 
dio talk  show  from  three  hours,  and  the 
show  is  now  simulcast  on  the  Mutual 
Broadcasting  System.)  Other  King  pro- 
jects include  a  weekly  usa  Today  col- 
umn and  his  1992  autobiography,  When 
You're  From  Brooklyn,  Everything 
Else  is  Tokyo. 

MOVIE  ROLE?  That  book  is  one  of  six 
King  has  written — mostly  with  ghost- 
writers. His  seventh,  How  to  Talk  to 
Anyone,  Anytime,  Anywhere,  is  due 
out  in  November.  None  has  been  a  big 
seller,  he  admits.  King,  who  suffered  a 
heart  attack  in  1987,  gives  the  royal- 
ties to  his  foundation  to  aid  the  Amer- 
ican Heart  Assn. 

Where  will  Larry  King  show  up 
next?  So  far,  says  another  of  his  agents, 
Gregg  Clifton,  ceo  of  Boston's  Bob 
Woolf  Associates  Inc.,  he's  not  looking 
to  do  commercial  endorsements.  A  tele- 
vision or  movie  role  is  one  possibility, 
King  says.  For  instance,  he  "starred"  in 
an  Oct.  9  episode  of  The  Simpsons. 
Seems  there's  an  election  on,  and  Lar- 
ry King  is  called  in  to  moderate  the 
race's  debate  in  front  of  something 
called  the  League  of  Uninformed  Vot- 
ers. Even  in  Hollywood,  it  appears,  no 
election  can  do  without  the  man  in  the 
suspenders. 

By  Ronald  Grover  in  Los  Angeles 


"He's  not  a  really  hard- 
hitting interviewer,  but 

his  show  is  a  show  for 
the  media  elite.  Opinion 

makers  watch  [  him  ] " 


Top  of  the  News 
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rRIALS 


THE  EMPTY  CHAIR 

AT  GE'S  DIAMOND  TRIAL 

Its  strongest  testimony  may  come  from  an  absent  co-defendant 


Did  General  Electric  Co.  conspire  in 
1991  and  1992  with  rival  De  Beers 
Centenary  to  jack  up  industrial 
diamond  prices?  The  Justice  Dept.  says 
yes.  Beginning  on  Oct.  24,  ge  will  try 
to  prove  otherwise  in  federal  court  in 
Columbus,  Ohio.  The  outcome  could  turn 
on  videotaped  testimony  of  a  key  wit- 
ness: Peter  Frenz,  the  European  sales 
chief  for  ge's  diamond  operation  and  a 
co-defendant. 

Like  GE,  De  Beers,  and 
French  executive  Philippe 
Liotier,  the  other  defen- 
dants in  the  case,  Frenz,  60, 
claims  to  be  innocent.  But 
only  GE  must  stand  trial 
here:  Extradition  laws  and 
other  complications  prevent 
the  government  from  forc- 
ing Frenz,  who  is  German, 
and  the  other  non-U.  S.  de- 
fendants into  court.  Instead, 
U.  S.  District  Judge  George 
C.  Smith  allowed  Frenz  to 
testify  on  ge's  behalf  on  vid- 
eotape, which  he  did  for  six 
days  in  London. 
FAX  FIX.  The  danger:  Jur- 
ors could  assume  that  since 
Frenz  refuses  to  appear  in 
person,  he — and  by  exten- 
sion, ge — are  guilty,  a  syn- 
drome attorneys  call  "the 
empty-chair  problem." 
Even  Dan  K.  Webb,  ge's 
lawyer,  admitted  at  a  hear- 
ing that  that  is  "an  enor- 
mous problem." 

Why  is  Frenz  key  to  tin- 
case?  Prosecutors  contend 
that  the  25-year  veteran  of 
ge's  diamond-making  unit  exchanged  in- 
formation with  Liotier,  who  in  1991  was 
chief  executive  of  a  big  GE  customer  in 
Belgium  called  Diamant  Boart.  At  the 
time,  Liotier  was  also  a  director  of  Dia- 
mant Boart 's  parent,  Sibeka,  which  owns 
50%  of  De  Beers'  diamond-making  oper- 
ations. The  government  claims  the  in- 
formation the  two  exchanged  allowed 
GE  and  De  Beers  to  coordinate  list-price 
increases  in  1991-92.  The  Justice  Dept. 
contends  that  top  ge  and  De  Beers  offi- 
cials had  already  met  earlier  and  set  the 
stage  for  price-fixing. 


The  government  has  dug  up  some 
seemingly  damaging  evidence  against 
ge.  For  one,  a  December,  1991,  fax  from 
Frenz  to  the  GE  diamond  unit's  Ohio 
headquarters  says  in  part:  ". . .  Liotier 
is  supporting  a  price  increase  and  would 
like  to  know  by  December  18,  1991, 
18.00  hours  European  time,  whether 
[ge]  is  going  to  follow."  The  recipient  of 
the  fax,  Stephen  T.  Palovchik,  a  GE  man- 
ager who  was  then  Frenz's  boss,  says 


THE  U.S.  VS.  GENERAL  ELECTRIC  ET  AL 


GE'S  DEFENSE 


JUSTICE'S  BINGAMAN 

The  Justice  Dept.  says  GE  and 
De  Beers  conspired  to  raise 
industrial-diamond  prices, 
using  an  executive  at  a  big  GE 
customer  with  ties  to  De  Beers 
as  a  go-between 


GE  CHAIRMAN  JACK  WELCH 

GE  says  there  wasn't  any 
agreement  with  De  Beers  and 
that  it  decided  to  raise  prices 
on  its  own  before  it  had 
information  that  De  Beers 
was  going  to  do  so 


in  a  sworn  statement  that  "the  appear- 
ance of  the  document  bothered  me  since 
it  could  possibly  be  construed  as  an  at- 
tempt to  coordinate  competitive  pric- 
ing." Palovchik  received  immunity  from 
prosecution  for  his  statement. 

But  to  General  Electric,  such  com- 
ments are  "speculative  guesswork,"  and 
the  fax  is  unimportant.  "I'm  going  to 
prove  to  the  jury  that  we  made  our 
own  decision  to  raise  prices  in  the  late 
fall  of  1991,"  declares  Webb,  which  was 
"a  good  30  days  before  we  received  any 
De  Beers  information."  GE's  position  is 


that  in  following  De  Beers'  later  pie 
hikes  on  other,  less  important  kindo: 
diamonds,  it  was  simply  innocentlyfc- 
ing  what  businesses  do  all  the  tip. 
Frenz  had  no  pricing  authority,  GE  sfc, 
and  his  dealings  with  Liotier  werei- 
dinary  contacts  between  it  and  a  m*r 
customer. 

Another  twist  in  the  case:  It  waBt 
Justice,  but  an  ex-chief  of  ge's  diamid 
business,  Edward  J.  Russell,  who  i  it 
claimed  that  the  diamond  unit  had  t:  ni 
to  fix  prices.  Fired  by  ge  in  Novem  ft, 
1991,  he  sued,  claiming  he  was  axed  i- 
cause  he  was  a  whistle-blower.  L  it 
February,  he  settled  the  suit,  ackno  I- 
edging  in  an  affidavit  that  ge  hal't 
fired  him  for  that  reason.  And  he  wir. 
on  to  say  he  "never  had  any  persml 
knowledge  of  any  antitrust  wrona- 
ing"  by  the  company. 

To  ge  and  most  oth«, 
that  was  a  recantation,  fat 
Justice  thought  otherwl 
"You  have  no  persott 
knowledge  [of  wrongdoifej 
if  all  you  know  is  what  le 
of  the  crooks  told  you,"  sin 
Justice  lawyer  Max  Gillfc, 
referring  to  Frenz's  sta- 
ments  to  Russell,  who  m 
testify  at  the  trial. 
NEW  ATTACK.  GE,  of  coul, 
will  attack  Russell's  crl- 
ibility,  which  was  tarredk" 
the  settlement.  The  Jusle 
Dept.'s  answer:  It  has  sp- 
poenaed  the  terms  of  te 
settlement,  which  besifs 
already  disclosed  insural 
benefits  to  Russell  incluif 
a  payment  to  his  lawyer.) 
you  buy  a  piece  of  evider 
you  should  be  required* 
disclose  the  price,"  Justfc 
says  in  a  court  filing.  E 
strongly  denies  t h a t|t 
bought  evidence  and  ss 
Russell  initiated  settlemit 
discussions.  It  has  moved] 
quash  the  subpoena,  whl 
would  breach  a  confident! 
ity  agreement  it  has  with  Russell 
his  lawyer. 

Both  sides  badly  need  a  win.  Annel 
Bingaman,  the  Clinton  Justice  Depf 
antitrust  czar,  hopes  to  show  that 
crackdown  on  alleged  corporate  wro:j 
doing  has  teeth.  And  for  ge  Chairnp 
John  F.  Welch  Jr.,  the  loss  of  a  crimil 
antitrust  case  would  be  another  map- 
blow  to  his  company's  reputation  on 
of  the  Kidder  Peabody  fiasco.  Gi\| 
that,  both  sides  figure  it's  worth  a  fi£ 
By  Zachary  Schill 
in  Columbus,  0\ 
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Top  of  the  News 


TELEVISION 


AT  CBS,  A  STEADY  FEED 
OF  BAD  NEWS 

Low  ratings,  lost  affiliates,  undone  deals — this  isn't  its  year 


When  CBS  Inc.  recently  offered  to 
buy  wvcy-tv  in  Milwaukee  for  $10 
million,  the  network  knew  it  was 
not  a  princely  sum.  But  it  could  hardly 
have  expected  this  reply:  "Research  by 
your  office  will  confirm  that  the  offer  is 
unreasonably  low,"  wrote  wvcy  Execu- 
tive Director  Vic  Eliason  in  a  letter  to 
cbs.  "This  television  station  was  built 
and  continues  to  operate  with  the  dona- 
tions of  committed  Christians  through- 
out Southeastern  Wisconsin.  These  peo- 
ple have  sacrificed  in  order  to  have  an 
alternative  to  the  swill  that  passes  as 
network  television  programming." 

Swill?  From  the  folks  who  bring  you 
60  Minutes,  and  the  Winter  Olympics? 
It  has  been  that  kind  of  year  for  the  tar- 
nished Tiffany  Network. 
SWIFT  KICK.  CBS  lost  its  old  Milwaukee 
affiliate  to  Rupert  Murdoch's  Fox 
Broadcasting  Co.  last  May  in  a  deal  that 
spirited  away  eight  of  its  affiliates.  Now, 
as  it  scrambles  to  find  replacements,  the 
network  has  been  stunned  by  a  dramat- 
ic decline  in  its  prime-time  ratings.  Af- 
ter three  years  on  top,  cbs  has  fallen  to 
No.  3  in  the  three-week-old  season 
(chart).  "It's  too  early  to  yell,  'Disaster, 
man  the  lifeboats!' "  says  Betsy  Frank, 
director  of  strategic  media  resources  at 
ad  agency  Saatchi  &  Saatchi  Worldwide. 
"But  I'm  sure  it's  enough  to  give  the 
network  pause." 


Or  worse.  Executives  close  to  cbs  say 
the  accretion  of  bad  news — from  ratings 
to  affiliate  defections  to  the  loss  of  foot- 
ball to  the  failure  of  a  merger  with  Bar- 
ry Diller's  qvc  Inc. — has  left  employees 
badly  demoralized,  cbs  Chairman  Lau- 
rence A.  Tisch  can  still  draw  comfort 
from  a  buoyant  advertising  market.  But 
insiders  expect  him  to  bring  in  new  man- 
agers or  sell  the  net- 
work. Until  he  does, 
they're  operating  in  lim- 
bo— at  a  time  when  cbs 
faces  huge  challenges. 
The  company  reported 
sharply  lower  earnings 
on  Oct.  12:  Net  income 
for  the  nine  months  end- 
ed Sept.  30  dropped  15%, 
to  $237  million,  on  reve- 
nues of  $2.8  billion. 

Ratings,  of  course,  are 
ephemeral,  cbs  has  been 
dragged  down  in  large 
part  by  woefully  unpop- 
ular TV  movies,  such  as  The  Gambler  V 
with  Kenny  Rogers.  And  cbs  Research 
Chief  David  F.  Poltrack  notes  that  the 
network's  new  series,  led  by  police  dra- 
ma Due  South,  have  done  20%  better  in 
their  time  periods  than  last  year's 
shows.  "Two  weeks  do  not  a  season 
make,"  says  Howard  Stringer,  president 
of  cbs  Broadcast  Group.  "We're  a  very 


TICK,  TICK,  TICK:  60  Minutes'  ratik 
have  fallen  by  11% 

 "  "  h 

good  second-half  team."  Indeed,  the  k- 
work  edged  out  ABC  and  NBC  in  the  fe- 
son's  third  week,  thanks  to  the  Cam- 
try  Music  Awards. 

Some  of  cbs'  ratings  problems  <tfy 
easy  solutions,  though.  Without  pro  wL 
ball  games  as  a  lead-in,  60  Minutesm 
dropped  11%  in  the  ratings,  to  a  refit 
16.2  (each  rating  point  repres( 
940,000  TV  households).  In  ClevelJ 
and  Phoenix,  where  the  affiliate  shi| 
has  forced  the  network  to  lower-j 
ered  stations,  the  cbs  Evening  Nms 
with  Dan  Rather  &  Connie  Chung  pa 
lost  50%  of  its  audience.  It  could  fie 
even  more  when  vhf  stations  in  Atfc- 
ta  and  Detroit  bolt  from  cbs. 
DEFECTIONS.  The  bigger  problemjbr 
cbs  is  its  scramble  to  replace  affiliate, 
which  so  far  has  seen  mixed  results,  pe 
network  will  wind  up  with  weaker  f  f 
stations  in  five  of  the  eight  marketstf- 
fected  by  the  Fox  deal.  In  Atlanta  lad 
Detroit,  cbs  is  moving  into  noseblfil 
territory  on  the  dial:  Channels  69  ancfe,- 
respectively.  In  Boston  and  Baltimje, 
however,  cbs  won  a  key  victory  by  sie- 
ging powerful  vhf  stations  in  a  cfilr 
with  Westinghouse  Broadcasting  fiJ 
Stringer  contends  the  network  Isf 


BLEAK  DAYS 
AT  BLACK  ROCK 


AVERAGE  PRIME-TIME  RATINGS* 


90'91  '94-  95* 

'EACH  RATING  POINT  REPRESENTS  940.000  HOUSEHOLDS 
"THROUGH  OCT.  9 


bounced  back  quite  well  from  Fox's 
"We  started  off  at  Little  Bighorn 
got  out  of  there." 

For  Tisch,  the  affiliate  wars  ma1 
far  more  than  cbs'  current  ratings.  A/  I 
Disney  Co.,  Time  Warner  Inc.,  and  (  ■ 
er  prospective  buyers  want  netwo  a 
for  their  distribution  systems,  not  tl  rj 
programming.  Ma; 
that's  why  the  rati 
slide  hasn't  deter 
Disney  Chairman 
chael  D.  Eisner  or  Qi 
Diller  from  revisit 
deals  with  Tisch.  Ho 
wood  executives 
both  men  have  recei 
mulled  a  plan  to  buy  ( 
with  Disney  acting  a; 
nancier  and  Diller 
chief  executive. 

The  catch  is,  Tisch  i 
wants  a  rich  premium 
cbs.  He's  not  likely  to 
one  until  his  network  patches  up  its 
filiate  system.  So  Stringer  must  boj 
the  morale  of  his  troops  while  send 
weary  lieutenants  on  more  treks  to  pl| 
es  like  Milwaukee.  It  may  not  be  Litfe 
Bighorn  at  cbs,  but  it's  looking  likja 
long  and  arduous  campaign. 

By  Mark  handler  in  New  York,  w\, 
Ronald  Grover  in  Los  Angeles 


- 
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Top  of  the  News 


PEOPLE 


I  AM  TREATED 
...LIKE  A  VIRUS' 

Will  General  Services'  Roger  Johnson  be  forced  out? 


Few  chief  executives  would  have  been 
less  likely  to  back  Bill  Clinton's  1992 
bid  for  the  White  House  than  Cali- 
fornia electronics  executive  Roger  W. 
Johnson.  But  the  longtime  Republican 
crossed  party  lines  after  concluding  that 
Clinton  would  be  a  strong  advocate  for 
high  tech.  As  a  reward,  he  was  brought 
in  to  overhaul  the  troubled  General  Ser- 
vices Administration,  the  government's 
landlord  and  procurement  agency. 

Now,  a  year  after  taking  the  gsa's 
helm,  Johnson  has  become  the  latest 
Clintonite  under  investigation.  In  late 
September,  the  agency's  inspector  gen- 
eral launched  a  probe  of  whether  he  im- 
properly used  agency  employees  for  a 
range  of  personal  chores,  such  as  having 
his  car  washed  and  waiting  for  a  furni- 
ture delivery  to  his  home.  On  the  ad- 
vice of  his  lawyer,  Johnson  declined  to 
discuss  the  probe  with  business  week. 
But  an  Oct.  5  gsa  statement  says  he  ad- 
mits that  some  "inadvertent  actions" 
occurred,  including  getting  voluntary 
help  from  staffers.  When  he  realized 
the  help  was  inappropriate,  Johnson 
"took  steps  to  make  sure  [it]  did  not  re- 
cur," the  statement  said. 
"PACK  OF  WOLVES."  If  the  charges  are 
true,  these  minor  indiscretions  could 
prove  politically  fatal  to  the  60-year- 
old  former  Western  Digital  Corp.  ceo. 
After  the  ethics  imbroglios  involving 
two  Cabinet  members,  Mike  Espy  and 
Henry  G.  Cisneros,  and  an  earlier  flap  in 
which  Johnson  voluntarily  reimbursed 
the  government  for  more  than  $1,000 
in  plane  fares,  overnight  mail,  and  long- 
distance phone  calls,  the  White  House 
may  move  to  avert  further  scandal.  The 
gsa  chief  will  "leave  quietly"  and  soon, 
predicts  a  White  House  official. 

Ironically,  some  observers  think 
Johnson  has  done  well  at  the  gsa  from 
a  business  standpoint.  He  generated 
$827  million  in  savings  over  the  next 
30  years  by  delaying  or  scaling  back 
192  construction  projects — mostly  new 
federal  courthouses.  He  has  begun  to 


loosen  the  GSA's  monopo- 
ly on  purchasing  and  leas- 
ing. And  he  ordered  the 
agency  to  compile  its  first 
profit-and-loss  statement 
to  spot  trends  in  gsa 
functions. 

But  Johnson  has 
proved  a  poor  student  of 
Politics  101.  The  changes 
he  wrought  spawned  at- 
tacks from  real  estate  de- 
velopers,  lawmakers 
seeking  to  protect  pork- 
barrel  projects,  and  the 
gsa  bureaucracy.  "There's 
a  group  inside  the  GSA 
that  didn't  want  him,  and 
they've  moved  unrelent- 
ingly on  him  like  a  pack 
of  wolves,"  says  Repre- 
sentative James  A.  Traf- 
icant  (D-Ohio),  an  early 
critic  who  has  since  ral- 
lied to  Johnson's  defense. 
Even  Johnson  admitted 
in  a  September  interview  ~ 
that  "I  am  treated,  in  many  cases,  like 
a  virus." 

But  Johnson  compounded  his  prob- 
lems early  on  with  a  headstrong  ap- 
proach that  alienated  Capitol  Hill,  not- 
ably Representative  Jack  Brooks 
(D-Tex.),  the  author  of  many  procure- 
ment laws.  Many  lawmakers  also  chided 
Johnson  for  not  soliciting  their  advice 
on  proposals.  Since  then,  Johnson's  ef- 
forts to  mend  fences,  including  regular 
breakfast  meetings  with  lawmakers, 
have  helped  repair  his  image  with  crit- 
ics such  as  Traficant. 

Failure  to  make  peace  with  his  own 
bureaucracy  may  be  Johnson's  undoing. 
Some  employees  fear  his  effort  to  es- 
tablish "benchmarking"  standards  for 
comparing  the  GSA's  performance  with 
companies  and  other  agencies  is  a  pre- 
cursor to  further  downsizing.  Gripes 
Bruce  G.  Williams,  president  of  the  gsa 
union  local  in  Auburn,  Wash.:  "He's  try- 


SHAKEUP:  J  oh 

and  has  loose 


nson  generated  $827  million  in  savirm  : 
ned  the  gsa's  monopoly  on  purchasing 

ing  to  run  the  agency  the  way  you  wcfc  u 
in  the  corporate  world,  and  it  doerai 
work  that  way." 

Williams  claims  credit  for  blowing  ie 
whistle  on  Johnson's  plane  trips  to  (I- 
ifornia.  Some  gsa  employees  have  ei 
developed  an  underground  fax  news^j 
ter  to  spread  dirt  on  Johnson. 

Johnson's  defenders  are  trying! 
counter  the  negative  publicity.  The  Ga 
chief  financial  officer,  Dennis  J.  Fiscll 
contends  that  Johnson's  ethics  viol 
tions  "are  really  nickel  and  dime  cc 
pared  to  the  savings  from  the  [constrj 
tion]  review." 

Fischer  fears  that  Johnson's  dep 
ture  would  send  a  signal  to  busin<  s  • 
peers  to  avoid  government  service.  I 
the  real  message  may  be  simpler:  Wh 
it  comes  to  government,  reformers  p: 
ceed  at  their  peril. 

By  Dean  Foust  and  Amy  Barrett 
Washington 


Johnson's  clashes  with  the  GSA  bureaucracy  could  be 
his  undoing:  Employees  are  spreading  dirt  on  him  by  fax 
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EET  WASHINGTON'S 
•WEST  WATCHDOG 

ry  Schapiro  plans  to  put  teeth  in  commodity  futures  rules 


)r  months,  the  futures  industry  has 
)emoaned  the  leadership  vacuum 
it  the  Commodity  Futures  Trad- 
commission.  Left  without  a  chair- 

for  nearly  two  years  while  the 
ton  Administration  dithered,  the 
cy  allowed  critical  proposals  to  lan- 
h  and  failed  to  target  questionable 
*  practices  that  sullied  the  indus- 

reputation. 

lese  days,  traders  are  decidedly 
i  bullish  on  the  cftc.  The  reason: 
ident  Clinton's  choice  of  Mary  L. 
tpiro  to  head  the  agency.  A  hard- 
ging  securities  regulator,  Schapiro 
intimate  knowledge  of  the  futures 
sets  from  her  stints  as  a  cftc  en- 
ement  attorney  and  as  general 
sel  to  the  Futures  Industry  Assn. 
i  wasn't  appointed  for  her  politics, 
was  appointed  for  her  profession- 
1,"  says  Patrick  Arbor,  Chairman  of 
Chicago  Board  of  Trade. 
rECTlNG  INVESTORS.  But  the  com- 
ities pits  may  get  far  more  than 
bargained  for  once  Schapiro,  who 
heduled  to  be  sworn  in  Oct.  13,  un- 
:  her  agenda.  Although  she  is  wide- 
xpected  to  be  an  aggressive  en- 
3r,  her  other  plans  suggest  she  will 
ir  less  sympathetic  to  the  industry 
it  is  anticipating  now.  "After  about 
ar,  they  may  wonder  if  [my  ap- 
tment]  is  such  a  great  idea  after 
Schapiro  says  with  a  shrug, 
ar  starters,  Schapiro  will  advocate 


expanding  her  agency's  reach — and  get- 
ting the  industry  to  foot  the  bill.  The 
cftc's  staff  has  dwindled  12%,  to  522,  in 
the  past  three  years,  even  as  trading- 
has  skyrocketed  28%.  Schapiro  already 
has  met  with  30  lawmakers  since  June 
to  lobby  for  an  increase  mmmmbh 
in  the  agency's  $50  mil- 
lion budget  and  may 
seek  new  industry  fees 
to  finance  it. 


Mary  L.  Schapiro 

AGE 


MOVIN'  OUT:  Schapiro  packs  up  at  the 
SEC,  where  she  was  a  commissioner 

wrongdoing  anywhere,  she  won't  put 
up  with  it,"  says  John  Benjamin,  man- 
aging director  of  Smith  Barney  Shear- 
son  Inc.  In  fact,  during  Schapiro's  six- 
year  stint  as  a  member  of  the  Securities 
&  Exchange  Commission,  she  stumped 
for  harsh  penalties  for  supervisors  who 
tolerated  shoddy  sales  practices.  She 
already  has  hired  an  sec  enforcer,  John 
S.  Polise,  to  overhaul  the  cftc's  polic- 
ing program. 

Schapiro  is  a  savvy,  39-year-old  New 
Yorker  with  a  sure  political  instinct  and 
friends  in  both  political  parties.  A  reg- 
istered Independent,  she  was  appoint- 
ed to  the  sec  in  1988  by  Ronald  Rea- 
gan. Her  cftc  appointment  was 
championed  by  sec  Chairman  Arthur 
Levitt  Jr.  and  Robert  E.  Rubin,  head  of 
the  White  House  National  Economic 
Council. 

POACHING.  Levitt's  endorsement  could 
lead  to  warmer  ties  between  the  cftc 
and  the  sec,  whose  relations  often  have 
been  strained.  "She's  independent, 
thoughtful,  and  tough,"  he  says.  Com- 
petitive, too.  sec  insiders  say  the  only 
time  they've  seen  Levitt  angry  was 
when  Schapiro  poached  key  sec 
staffers.  She  tapped  Elisse  B.  Walter, 
the  sec's  deputy  director  of  the  Cor- 
poration Finance  Div.,  to  be  cftc  gen- 
eral counsel. 

Levitt  and  Schapiro  have  since 
patched  up  their  differences.  In  fact, 
the  agencies  already  are  working  to- 
■■■■■■^^■b  gether  to  formulate  a 
policy  on  financial  deriv- 
atives. Traders  argue 
that  new  rules  aren't 
needed,  since  most  cus- 


Schapiro  also  is  skep-    ^bo_rninN™ YmkC^_____    tomers  are  sophisticated 


tical  of  the  industry's 
plea  for  an  extension — 
from  1995  to  1999— of  a 
rule  that  would  require 
traders  to  upgrade  audit 
trails  on  trading  activity. 
Exchanges  had  hoped 
she  would  buy  their  ar- 
gument that  the  hand- 
held computers  needed 
for  electronic  auditing 
aren't  ready.  And 
Schapiro  is  considering 
repeal  of  antifraud  regu- 
latory exemptions  for 
some  hybrid  commodity 
products,  from  which  she 
feels  investors  need  more 
protection. 

Indeed,  her  pro-en- 
forcement bent  will  dom- 
inate her  agenda.  That's 
a  change  the  industry  is 
applauding.  "If  there's 


EDUCATION 

Franklin  and  Marshall  College; 
J.D.,  George  Washington  Univ. 

EXPERIENCE 

Started  in  1980  as  CFTC  trial 
attorney  and  assistant  to 
chairman.  General  counsel  for 
the  Futures  Industry  Assn., 
then  a  commissioner  at  the 
SEC.  Met  with  White  House  of- 
ficials about  the  CFTC  chair- 
manship in  January,  two  days 
before  her  first  child  was  due; 
approved  for  the  job  Oct.  4. 

HOBBIES 

Daughter  of  an  antiques  deal- 
er, she  collects  18th  and  19th 
century  American  pieces. 

WHAT  THE  INDUSTRY  CAN  EXPECT 

"A  real  dedication  to  enforce- 
ment, unlike  any  other  chair- 
man the  agency  has  had." 


institutions. 

Schapiro  isn't  so  sure. 
She  worries  about  reve- 
lations that  municipali- 
ties have  been  burned  by 
derivatives  investments 
and  frets  that  pensions 
and  mutual  funds  may  be 
at  even  greater  risk.  If 
the  industry  and  regula- 
tors don't  act  to  stem 
abuse,  she  says,  she  will 
push  for  legislation. 
That's  surprisingly  tough 
talk  from  a  cftc  chair- 
man— and  another  indi- 
cation that  with  Schapiro 
in  charge,  industry  big- 
wigs soon  may  be  long- 
ing for  the  days  of  the 
empty  CFTC  chair. 

By  Mike  Schroeder  in 
Washington,  with  Greg 
Burns  in  Chicago 


Top  of  the  News 


COMMENTARY 

By  Michael  J.  Mandel 

HOW  CAME  THEORY  REWROTE  ALL  THE  RULES 


I 


have  a  dream,"  Martin  Luther 
King  Jr.  proclaimed.  Hardly  an 
I  economic  breakthrough.  But 
King  recognized  that  the  first  step 
in  social  change  is  getting  people  to 
believe  that  things  can  be  different. 
When  the  status  quo — such  as  racial 
discrimination,  a  dictatorship,  or  a 
depression — is  seen  as  inevitable,  it 
becomes  much  harder  to  fight.  Simi- 
larly, the  knowledge  that  South  Ko- 
rea and  Taiwan  have  successfully 
modernized  their  economic  institu- 
tions makes  it  much  easier  for  Chi- 
na, Russia,  and  India  to  take  the 
plunge. 

Conventional 
economics,  focused 
mainly  on  buying 
and  selling  in  the 
marketplace,  vir- 
tually ignores  the 
possibility  of  socia 
or  economic 
change.  But  game 
theory — just  hon- 
ored by  the  1994 
Nobel  Prize  for 
economics — goes 
far  beyond  mar- 
kets and  into  the 
realm  of  power, 

bargaining,  cooperation,  and  trust. 
What  game  theory  does  is  analyze 
the  interactions  between  economic 
"actors"  such  as  individuals,  corpora- 
tions, and  governments,  accounting 
for  their  entire  range  of  possible  op- 
tions. Rather  than  simply  accepting 
the  status  quo,  the  ultimate  goal  of 
game  theory  is  to  understand  why 
existing  economic  and  social  arrange- 
ments are  stable,  and  what  the  alter- 
natives might  be. 
MULTIPLE  OUTCOMES.  Indeed,  the 
three  Nobel  winners —  John  Nash  of 
Princeton  University,  John  Harsan- 
yi  of  the  University  of  California  at 
Berkeley,  and  Reinhard  Selten  of 
the  University  of  Bonn  in  Germa- 
ny— made  their  major  contribution 
by  coming  up  with  general  princi- 
ples for  deciding  when  the  outcome 
of  an  economic  game  or  interaction 
is  stable — in  technical  language,  in 
"equilibrium."  More  and  more,  their 
techniques  are  being  used  to  explain 
everything  from  the  behavior  of 


central  banks  to  the  outcome  of  auc- 
tions to  the  research-and-develop- 
ment  spending  patterns  of  corpora- 
tions. They  have  become  a  standard 
tool  in  almost  all  areas  of  economic 
theory,  as  the  Royal  Swedish  Acade- 
my of  Sciences  noted  in  granting  the 
award. 

Yet  the  Nobel  citation  misses  per- 
haps the  central  lesson  of  game  theo- 
ry. Applying  the  work  of  Nash,  Har- 
sanyi,  and  Selten,  almost  every 
economic  and  social  game  turns  out 
not  to  have  just  one  stable  outcome, 
but  many.  Competition  between  rival 


BONN'S  SELTEN 


BERKELEY'S  HARSANYI 


airlines  can  degenerate  into  cut- 
throat price-cutting — or  become  a 
cozy  duopoly.  Developing  countries 
can  limp  along  for  years  in  a  no- 
growth  equilibrium,  or  leap  ahead 
into  sustained  economic  expansion. 
Some  cities  have  low  crime  rates 
with  a  small  police  force;  others  find 
themselves  fighting  a  rising  tide  of 
violence. 

This  phenomenon  of  many  stable 
outcomes — or  "multiple  equilibria" — 
has  proven  disturbing  and  embar- 
rassing to  economists  hoping  to  use 
game  theory  to  make  predictions. 
Certainly,  it  has  been  worrisome  to 


Why  are  some 
economic  and  social 
arrangements  stable, 
while  some  aren't? 


Harsanyi  and  Selten,  who  have  de-  ) 
voted  the  second  half  of  their  career! 
to  unsuccessfully  trying  to  eliminate 
multiple  equilibria. 

The  pervasiveness  of  multiple 
stable  outcomes  has  broader  impli- 
cations for  policy.  Often,  economists 
talk  as  if  there  is  only  one  correct 
way  to  solve  an  economic  problem 
such  as  inflation  or  rising  health- 
care costs. 

BAD  BALANCE.  What  game  theory 
teaches  us  is  that  the  range  of  pos- 
sibilities is  enormous,  and  it  may  be 
possible  to  shift  from  one  arrange- 
ment of  economic 
activities — howev 
er  stable — to  a 
better  one.  "Some 
times  the  problem 
with  our  economy 
is  that  there  are 
multiple  equilibriz 
and  we're  fixed  on 
a  bad  one,"  says 
Larry  Samuelson, 
an  economist  at 
the  University  of 
Wisconsin.  "What 
we  need  to  do  is 
find  a  way  to  move 
"  to  a  good  one." 
Certainly,  that's  what  the  ex-Com 
munist  countries  are  trying  to  do 
now,  as  they  grope  their  way  toward 
a  market  economy.  Closer  to  home, 
the  use  of  monetary  and  fiscal  policy 
to  fight  recession  can  be  seen  as  get- 
ting the  economy  out  of  a  bad  equi 
librium,  where  workers  are  unem- 
ployed and  factories  are  idle,  back  to 
a  better  one.  And  although  most 
economists  see  the  U.  S.  as  stuck  in  a 
slow-growth  track,  it  may  be  that  we 
are  in  the  process  of  shifting  to  a 
fast-growth,  high-investment  form  of 
equilibrium  where  capacity  grows 
fast  enough  to  head  off  inflation. 

The  idea  that  there  are  alterna- 
tives to  existing  economic  institu- 
tions can  be  threatening  to  many 
people.  But  it  also  can  be  profoundly 
inspiring.  That,  in  many  ways,  is  the 
best  news  that  game  theory  can 
bring. 


PRINCETON'S  NASH 


Economics  Editor  Mandel  wrote  his 
PhD  dissertation  on  game  theory 
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i  Business  This  Week 


ED  BY  KEITH  H.  HAMMONDS 


HE  ADLINER 


ERNST  &  YOUNG  SCRAPS  A  SCRAPPER 


For  22  years,  Carl  Liggio 
played  troublemaker  in  an 
industry  accustomed  to  or- 
der and  discipline.  As  gen- 
eral counsel  for  account- 
ing giant  Ernst  & 
Young,  he  was 
loath  to  settle  a 
case.  "He  would 


never  surren- 
der," says  the 
firm's  outside 
counsel,  M.  Laur- 
ence Popofsky. 

Until  Oct.  1,  that 
is,  when  Ernst  &  Young 
chief  Philip  Laskawy  re- 
placed Liggio,  51,  with 
Kathryn  Oberly,  a  44-year- 
old  lawyer  known  more  as 
a  shrewd  facilitator  than 
an  abrasive  street  fighter. 
Nine  days  later,  his  in- 
house  army  was  shattered: 
244  legal  staffers,  including 


37  of  65  lawyers,  were 
summarily  fired.  Liggio 
could  not  be  reached  for 
comment. 

Industry  experts 
called  the  move  in- 
evitable. While 
many  lawyers 
«  praise  Liggio's 
'  1  work,  critics 

■Hi  wonder  wheth- 
\      er  his  comba- 
tiveness  hurt  the 
firm.  When  Ernst 
&  Young  paid  regula- 
tors $41  million  in  1992  to 
end  its  troubles  related  to 
Charles  H.  Keating  I  IPs 
thrift,  for  example,  it  could 
have  settled  all  the  govern- 
ment's claims  at  once — as 
did  rivals.  Instead,  it  paid  a 
record-breaking  $400  mil- 
lion to  settle  other  cases. 

By  Linda  Himelstein 


RE  HEALING 
NATIONAL  MEDICAL 

ONAL  MEDICAL  ENTER- 
'S (nme)  will  have  to  set- 
or  a  distant  second.  Its 
to  merge  with  American 
ical  Holdings  and  Health- 
;t,  two  rival  hospital 
ns,  was  scotched  when 
imbia/HCA  Healthcare 
ched  HealthTrust  away 
$3.6  billion  acquisition. 
)ct.  11,  nme  announced  it 
Id  buy  amh  anyway,  for 
illion — but  the  smaller 
oination  will  leave  nme 
a  third  of  Columbia/HCA's 
Still,  the  deal  marks  the 
lination  of  a  dramatic 
around.  In  the  past  year, 
I  executive  Jeffrey  Bar- 
iw  has  paid  $380  million 
ittle  fraud  charges  from 
fustice  Dept.,  and  he  has 


CLOSING  BELL 


BIO-BUBBLE 

e  anxiety  for  frazzled  biotech 
istors.  Biogen's  new  interferon 
i-la  drug  in  trials  appeared 
elay  dramatically  the  progres- 
i  and  reduce  attacks  of  multi- 
scierosis.  Wall  Street  pushed 
;en  shares  up  $5.50  on  Oct. 7, 
54.75,  and  shaved  $1.38  off 
I  Chiron,  which  sells  a  related 
I  called  Betaseron.  An  odd  re- 
on:  Even  if  Biogen's  product  is 
:er,  it  won't  be  on  the  market 
two  years  at  best.  In  the 
intime,  says  consultant  Cyn- 
i  Robbins-Roth,  Biogen's  study 
forces  the  value  of  Betaseron. 
)ct.  12,  investors  seemed  to 
ee.  Chiron  recovered  $4  to 
>;  Biogen  sunk  back  to  $50. 


STOCK  PRICE 
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gotten  rid  of  nme's  scandal- 
ridden  psychiatric  hospitals. 
Profits,  and  nme's  stock,  have 
rebounded  smartly. 


IT  HAS  BECOME  THE  CIVIL  WAR 

of  America's  steel  industry: 
Big  Steel  against  the  mini- 
mills.  Now,  the  standard  bear- 
ers of  that  fray  are  going  into 
business  together.  In  a  joint 
venture,  usx's  U.  S.  Steel 
group  and  Nucor  will  try  to 
develop  technology  to  turn 
iron  carbide  directly  into 
steel.  Such  technology  could 
eliminate  costly — and  dirty — 
steps  from  the  steelmaking 
process.  This  is  important  for 
Big  Steel,  which  faces  steady 
environmental  pressure  to 
clean  up  or  eliminate  coke  ov- 
ens. Nucor,  which  makes  its 
steel  by  melting  scrap,  says 
it  also  will  build  new  steel 
mills  for  the  iron  carbide  pro- 
cess if  the  technology  works. 
"We  can't  stand  still,"  says 
Nucor  Vice-Chairman  Samu- 
el Siegel. 


GREED.  BETRAYAL.  MURDER 

allegations.  The  six-year  fam- 
ily feud  at  U-Haul  has  made 
Herbert  Haft's  much-publi- 
cized squabble  at  Dart  Group 
look  like  a  love  fest.  But  on 
Oct.  7,  ousted  U-Haul  founder 
and  family  patriarch  L.  S. 
Shoen,  together  with  6  of  his 
12  grown  children,  won  a 
mammoth  $1.47  billion  jury 
award  for  their  47%  stake  in 
the  tnick-rental  company  that 
they  claim  was  squandered 
by  a  competing  family  fac- 
tion— which  itself  says  the 
stake  is  worth  far  less  than 
that.  The  jury  also  ordered 
son  Joe,  who  named  himself 
chairman  of  U-Haul  in  1987, 
to  fork  over  $70  million  to  his 
father  in  punitive  damages  for 
his  "hateful  and  malicious 
dealings." 


WEEKS  AFTER  LEAVING  WALT 

Disney,  former  studio  chief 
Jeffrey  Katzenberg  has  found 
two  partners — superstar  di- 
rector Steven  Spielberg  and 
billionaire  record  mogul 
David  Geffen — to  help  launch 
his  own  studio.  The  company 
has  no  name  and  barely  a 
business  plan,  but  it  does 
boast  the  combined  billions  of 
its  three  principals.  Katzen- 
berg promises  a  "Tiffany  op- 
eration, [not]  so  big  that  we 
lose  touch  with  the  product," 
which  will  include  films,  TV 
shows,  records,  animation, 
and  games.  No  TV  network, 
Katzenberg  says — yet. 


WHAT  WORRIES  WORKING 

women  most?  The  Labor 
Dept.  asked  that  of  more  than 


250,000  women  over  four 
months,  and  the  responses 
were  remarkably  consistent. 
More  than  60%  were  con- 
cerned about  low  wages,  job 
stress,  and  health  and  pen- 
sion benefits.  About  60% 
griped  that  they  have  little 
or  no  ability  for  career  ad- 
vancement. Affordable  child 
care  was  cited  by  56%-  of  re- 
spondents with  children  un- 
der age  five.  Almost  half  said 
they  are  underpaid  for  their 
work.  The  study  is  to  be  re- 
leased on  Oct.  14. 

ET  CETERA ... 

■  twa  says  it  will  file  for 
bankruptcy  again  unless  a 
new  debt  plan  is  approved. 

■  In  the  midst  of  a  poor  year, 
Goldman  Sachs  named  a 
record  58  new  partners. 

■  Ford  Vice-Chairman  Allan 
Gilmour  resigned;  the  auto 
maker  won't  replace  him. 

■  Pro  hockey's  owners  reject- 
ed the  players'  last  offer,  plac- 
ing the  season  in  jeopardy. 


U-HAUL:  A  TRUCKFUL 
OF  DOLLARS 


KATZENBERG  STARTS 
A  STARRY  STUDIO 


BIG  STEEL  AND  THE 
MINIMILLS  TEAM  UP 


WHAT  WORKING 
WOMEN  REALLY  WANT 
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ED  BY  OWEN  ULLMANN 


.INTON'S  BUDGET  DILEMMA: 

)  THE  RIGHT  THING  OR  THE  POLITICAL  THING? 


.1  Clinton  kicked  off  his  Presidency  with  a  massive  and 
ontroversial  plan  to  cut  the  deficit.  It  wasn't  enough. 
Jow,  he's  gearing  up  to  fight  Round  2  of  the  great  bud- 
attle. 

first  glance,  the  President  should  have  no  trouble  draft- 
plan  for  fiscal  1996.  The  economy  is  strong,  and  the 

budget  deal  set  tight  ceilings  for  much  government 

ling.  So  the  deficit  is  falling  rapidly — from  $254  billion  in 

to  about  $200  billion  in  '94  and  an  expected  $160  billion 

:al  1995,  which  began  Oct.  1.  As  a  share  of 

domestic  product,  the  red  ink  is  the  low- 

l  16  years.  Yet  beneath  the  budgetary 
dangerous  crosscurrents  threaten  to 

a  Clinton  into  deep  political  water. 

e  danger  for  the  White  House  is  a  coming 

ion  between  political  and  fiscal  impera- 
Clinton  wants  the  deficit  to  keep  falling 

gh  his  reelection  campaign,  but  without 

:er  round  of  tough  spending  cuts,  the  def- 

ill  start  rising  in  1996  and  hit  $240  billion 

00.  Policymakers  already  are  battling  over 

to  do. 

LE-CLASS  MASSAGE.  Some  top  White 
e  deficit  hawks,  including  Office  of  Man- 
ent  &  Budget  Director  Alice  M.  Rivlin 
Jhief  of  Staff  Leon  E.  Panetta,  want  Clin- 
3  attack  the  deficit  by  trimming  entitle- 
s,  such  as  Medicare.  Other  advisers  favor  ~ 
modest,  politically  safe  nicks  in  domestic  programs  to 
say,  $20  billion  a  year. 

nton's  political  advisers,  on  the  other  hand,  are  urging 
o  damn  the  deficit — and  find  money  for  a  middle-class  tax 
'he  President  has  his  own  pet  goals,  too,  that  would  add 
3  red  ink.  He'd  like  to  "invest"  up  to  $10  billion  in  new 
•ams,  such  as  job  training,  and  finance  a  welfare-reform 
laul  that  could  cost  an  additional  $10  billion  a  year, 
rtainly,  the  President  can't  look  to  Congress  for  help. 


CAPITAL  WRAPUP 


RIVLIN:  Eyeing  entitlements 


Democrats  are  hopelessly  split  between  liberal  spenders, 
such  as  House  Appropriations  Committee  Chairman  David  R. 
Obey  of  Wisconsin,  and  fiscal  hawks,  led  by  Representative 
Charles  W.  Stenholm  of  Texas.  And  the  Republicans,  who 
will  likely  gain  a  working  majority  in  both  the  House  and 
Senate  next  year,  are  staking  out  their  ground  in  the  coming 
budget  debate.  First  out  of  the  box:  a  balanced-budget  amend- 
ment, which  is  likely  to  pass  in  1995.  Next  up  is  a  tax  cut.  The 
gop  is  looking  at  some  $125  billion  in  personal  and  business 
cuts  over  five  years  but  isn't  saying  how  to  pay 
for  it. 

With  congressional  elections  just  a  few  weeks 
away,  no  one  is  talking  openly  about  cutting 
popular  entitlements.  House  Republicans  have 
taken  a  pledge  to  keep  hands  off  of  Social  Secur- 
ity. But  the  unsettling  problem  will  be  spot- 
lighted in  December  by  the  President's  Bipar- 
tisan Commission  on  Entitlements  &  Tax 
Reform,  a  panel  he  was  forced  to  establish  as 
part  of  the  '93  budget  deal.  The  commission 
plans  to  issue  a  scary  report  on  how  exploding 
entitlement  costs  will  swell  the  deficit,  putting 
further  pressure  on  the  White  House  to  curb 
programs  such  as  Medicare  and  Medicaid. 

In  the  end,  the  budget  debate  will  probably 
turn  on  Medicare  and  other  medical  spending. 
Panetta,  for  instance,  has  signaled  that  next 
year's  version  of  health-care  reform  should  be 
repackaged  as  a  cost-cutting  effort  rather  than  an  overhaul  of 
the  health-delivery  system.  Yet  Clinton  is  damaging  Panet- 
ta's  plans  with  attacks  on  the  gop  for  relying  on  cuts  in  Med- 
icare to  finance  their  promised  tax  breaks. 

If  he  goes  too  far  down  that  political  road,  the  President 
may  find  he  has  cut  off  his  options  for  trimming  the  budget. 
Instead,  he'll  be  forced  to  run  for  reelection  with  the  deficit 
climbing.  And  he'll  get  no  credit  for  tackling  the  problem  in  '93. 

By  Howard  Glecknian 


iULATORS 

s  a  good  thing  the  Senate  con- 
led  White  House  aide  Christine  A. 
ney's  appointment  to  the  Federal 
de  Commission  before  adjourning 
)ct.  8.  The  ftc  had  been  operating 
a  just  three  of  five  members.  When 
nmissioner  Roscoe  B.  Starek  III  is 
xsed  from  a  review  of  Eli  Lilly  & 
s  purchase  of  McKesson  Corp.'s 
unit  because  of  his  holdings,  only 
members  could  hear  the  case  this 
ith.  Varney  breaks  a  potential 
emate. 


THE  PENTAGON 

►Who  says  Pentagon  war  planners 
can't  be  ecologically  correct?  Bowing 
to  the  global  ban  on  chlorofiuorocar- 
bons,  the  U.  S.  Air  Force  is  removing 
cfcs  from  its  long-range  missile  sys- 
tems with  multiple  warheads.  Now,  if 
the  weapons  are  fired,  "it  will  be  an 
environmentally  friendly  nuclear  holo- 
caust, not  threatening  the  ozone  lay- 
er," says  the  Annals  of  Improbable 
Research,  a  lighthearted  journal  pub- 
lished by  Massachusetts  Institute  of 
Technology. 


POLITICS 

►Black  voter  turnout  could  be  key  to 
Democratic  hopes  of  keeping  a  work- 
ing majority  in  the  House.  The  Joint 
Center  for  Political  &  Economic  Stud- 
ies, a  think  tank  that  deals  with  minor- 
ity issues,  found  that  of  28  districts 
with  both  close  House  races  and  large 
populations  of  black  voters,  18  are 
held  by  Democrats.  Analyst  David 
Bositis  predicts  that  many  blacks  will 
stay  home  because  they're  unhappy 
with  Clinton  and  see  few  campaign  is- 
sues that  affect  their  interests. 


There  are  many  reasons  one  name  is  behind  so  many  nameplatei 
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stream  of  innovative,  high  value  products. 


no  wonder  the  big  guys— and  little  ones-choose  Ace 
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MARKETS 


TWO  TIGERS 

SHARPEN  UP  THEIR  MARKETS 


The  two  most  muscular  Asian 
Tigers,  South  Korea  and  Taiwan, 
look  primitive  when  it  comes  to 
their  financial  markets.  Korea's 
are  among  the  most  heavily  re- 
stricted in  the  world,  while  Tai- 
wan's is  rife  with  corruption. 
No  w,  with  the  appoint  ment  of  a 
new  economy  czar  in  Korea  and  a 
crackdown  on  crooked  dealing  in 
Taiwan,  these  two  enticing  mar- 
kets are  taking  important  steps 
toward  modernizing  themselves. 

KOREA  A  Wider  Door 
For  Foreign  Cash 

For  many  non-Koreans,  watching  the 
performance  of  Korea's  stock  mar- 
ket over  the  past  six  months  has 
been  excruciating.  While  the  Korea 
Composite  Index  soared  from  875  in 
April  to  a  record  1,090  on  Oct.  12,  offi- 
cials in  Seoul  kept  promising  to  raise  the 
ceiling  on  foreign  stock  ownership — only 
to  delay  the  move.  Stuck  with  limits  al- 
lowing a  foreign  individual  no  more  than 
3%,  and  total  foreign  owners  no  more 
than  10%,  in  a  single  stock,  investors  sat 
on  their  hands  in  frustration. 

Now,  Korea  is  finally  taking  steps  to 
open  its  financial  markets,  among  the 
world's  most  tightly  restricted.  The 
promises  of  new  Deputy  Prime  Minister 
Hong  Jae-Hyung,  who  holds  the  gov- 
ernment's top  economic  policy  post,  have 
a  ring  of  conviction  missing  in  the  past. 

One  reason  is  that  Korea  wants  to 
achieve  the  status  of  a  fully  industrial- 
ized nation  by  joining  the  Organization 
of  Economic  Cooperation  &  Develop- 
ment (OECD)  in  1996.  To  do  that,  it  must 
gradually  remove  restrictions  on  capital 
flows  and  satisfy  the  OECD  that  its  mar- 
kets will  be  completely  open  by  1998. 
Besides  raising  the  limit  on  foreign 
shareholdings — to  12%  beginning  on 
Dec.  1  and  to  at  least  15%  next  year — 
Hong  permitted  Pohang  Iron  &  Steel 
Co.  and  Korea  Electric  Power  Co.  to  list 


American  Depositary  Receipts  on  the 
New  York  Stock  Exchange  in  Novem- 
ber. Next,  the  government  will  allow 
Korean  individuals  and  corporations  to 
invest  in  foreign  real  estate,  maintain 
bank  accounts  in  other  countries,  and 
buy  foreign  stocks  and  mutual  funds. 
"JUST  A  TEASE."  If  the  Koreans  follow 
through  on  their  promises,  Seoul  could 
become  a  case  study  in  how  the  volatile 
and  overregulated  markets  of  East  Asia 
can  evolve  into  more  efficient  ones. 
Hong's  predecessor  and  other  govern- 
ment officials,  including  the  central  bank 
governor,  had  strongly  opposed  open- 
ing stock  ownership 
further  to  foreigners, 
charging  that  huge  in- 
flows of  new  funds 
would  raise  inflationary 
pressures.  However, 
Hong  appears  to  agree 
with  international  ob- 
servers that  an  open 
market  is  a  healthy 
market.  And  with  locals 
free  to  raise  funds 
abroad,  the  outflow  of 
Korean  capital  to  other 


KOREA'S  MARKET 
SHOOTS  UP 
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countries  will  probably  more  than  off 
any  pressure  from  new  foreign  stock 
vestments.  The  ability  to  borrow  abro 
should  lower  interest  rates,  too. 

Outside  Korea,  some  investors 
main  impatient  with  the  pace  of  financ 
liberalization.  The  latest  ceiling  chan£ 
to  12%,  was  delayed  for  nearly  a  ye; 
The  next  three-point  increment  w 
supposed  to  have  been  in  place  by  yes- 
end  1994.  "It's  just  a  tease,"  says  Ka 
Tan  Bhala,  manager  of  Merrill  Lyn^ 
&  Co.'s  $1.28  billia 
Dragon  Fund  in  Ner 
York.  Indeed,  since  fc- 
eigners  were  first  pe[ 
mitted  to  buy  Kore; 
stocks  in  January,  199; 
their  holdings  as  of  At 
gust  had  grown  to  le 
than  4%  of  total  mark) 
capitalization. 

Even  with  night 
ceilings,  investing  d 
rectly  in  Korean  stocl 
isn't  easy.  Foreigner 


50  BUSINESS  WEEK  /  OCTOBER  24.  1994 


apen  accounts  in  the  country  and 
;gal,  custodial,  and  proxy  fees, 
of  information  and  company  re- 
i  is  a  problem  even  for  institu- 
investors,  says  John  Lee,  man- 
f  Scudder  Investor  Services  Inc.'s 
nillion  Korea  Fund.  Japanese  in- 
•s  face  the  additional  hurdle  of  a 
w  dispute  that  has  been  raging 
ars. 

thermore,  there's  a  question  about 
ler  non-Koreans  will  participate 
is  like  those  the  market  has  seen 
;ar.  That's  because  the  promise  of 
are  liberal  foreign-stock  limit  has 
)owerful  fuel  for  the  market.  An- 
ting additional  demand,  local  buy- 
ve  bid  up  prices,  intending  to  sell 
new  crop  of  eager  foreigners. 

I  Ok-Sun,  for  example,  lost  half  a 
n  dollars  investing  in  Korean 
i  between  1989  and  1993.  But  in 
ist  three  months,  the  45-year-old 
tvife  recovered  nearly  50%  of  what 
st.  And  if  the  market  continues  on 

II  run,  as  many  local  analysts  ex- 
t  will,  she  is  likely  to  recoup  all 
sses  before  yearend.  Her  stock- 
ig  method?  "I  chose  only  those 
i  that  are  popular  among  foreign 
ors,"  says  Kim,  such  as  Samsung 
-onics  Co.  The  company's  shares 
•isen  from  $54  in  October,  1993,  to 
oday. 

«G  DEMAND.  Such  dynamics  make 
in  other  countries  wonder  wheth- 
i  market  won't  simply  drift  after 
w  foreign  buyers  show  up  on  Dec. 
.  be  very  stock-specific,  not  coun- 
iecific,  in  allocating  money  to  Ko- 
says  Merrill  Lynch's  Tan.  Many 
i  are  overvalued,  she  believes, 
judge  by  the  market's  perfor- 
i,  however,  believers  outnumber 
:eptics.  The  biggest  attraction  for 
n  investors  has  been  Korea's  eco- 
outlook.  Thanks  to  a  rise  in  both 
>tic  and  export  demand  for  elec- 
s,  white  goods,  and  autos,  corpo- 
rofits  were  up  75%  in  the  first  half 
re  expected  to  cool  only  slightly 
second.  Inflation  seems  less  men- 
today  than  a  month  ago. 
signers'  interest  in  Korea  was 
nstrated  this  year,  when  around 
[ion  in  equity-linked  bonds  issued 
>rean  companies  in  the  Eurobond 
:t  were  all  oversubscribed.  Similar- 
veral  foreign  institutional  inves- 
mmediately  snapped  up  shares  in 
lew  onshore  equity  trust  funds 
hed  by  Korea's  smaller  mutual- 
companies  in  September.  All  that 
nd  means  Korean  and  foreign  in- 
rs  alike  should  benefit,  as  liberal- 
n  makes  it  easier  to  participate  in 
mntry's  remarkable  growth. 
Laxmi  Nakarmi  in  Seoul,  with 
Warner  in  New  York 


TAIWAN  Is  a  Cleanup 
Finally  Beginning? 

Taiwanese  tycoon  Oung  Ta-ming  has 
led  a  charmed  life.  Last  year,  the 
head  of  the  diversified  Hualon  group 
was  convicted  in  a  $22  million  stock-ma- 
nipulation scheme.  But  as  a  member  of 
Taiwan's  legislature,  he  claimed  immu- 
nity to  avoid  jail  and  later  won  the  case 
on  appeal. 

Now  he  faces  another  test.  In  early 
October,  authorities  closed  four  Hualon 
securities  firms  and  arrested  five  close 
aides,  alleging  payment  defaults  totaling 
some  $125  million  and  manipulation  of 
several  stocks.  In  response,  the  stock 
market  panicked,  as  the  Taiwan  Weight- 
ed Index  (Taiex)  dropped  15%  in  six 
days  (chart). 

With  crucial  local  elections  weeks 
away,  Taipei  is  eager  to  limit  the  damage. 
How  it  handles  this  case  may  determine 
the  power  of  "big  hands"  like  Oung  as 
well  as  the  stability  of  the  stock  market. 
That  could  mean  faster  deregulation  of 
the  financial  system,  including  a  higher 
cap  on  foreign  investment  and  stiffer 
rules  against  speculators. 

To  curb  market  volatility,  the  Secur- 
ities &  Exchange  Commission  supports 
increasing  the  foreign  institutional  in- 
vestor cap  from  its  cur-  j 
rent  $200  million.  For- 
eign investors  and 
mutual  funds  now  ac- 
count for  less  than  15% 
of  total  market  capital- 
ization. "We  have  urged 
the  Central  Bank  to 
raise  the  foreign  invest- 
ment quota,"  says  sec 
Secretary-General  Su 
Ler-ming.  The  bank  re- 
fuses, fearing  that 
foreign-exchange  and 
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TAIWAN  TRADERS: 

The  influence  of 
big  players  has 
been  sharply  cut 

money-supply  in- 
stability will  ensue. 

The  government 
has  had  some  suc- 
cess, though,  in 
minimizing  the  in- 
fluence of  big 
hands.  Oung  is  es- 
timated to  control 
5%  of  the  market, 
but  that's  down 
from  the  20%  he 
was  said  to  control 
in  1991.  Privatiza- 
tions and  a  flurry  of 
new  listings  appear  to  have  limited  the 
power  of  the  major  players.  The  goal, 
says  Christopher  Cheng,  senior  analyst 
with  H.  G.  Asia  Taiwan,  is  to  "enlarge 
the  market  so  no  one  single  force  can  in- 
fluence it." 

SEXIER  SCANDALS.  Reining  in  the  spec- 
ulators is  difficult  for  the  sec.  Probes 
of  stock  manipulation  are  handled  by 
the  Investigation  Bureau,  Taiwan's  FBI, 
not  the  SEC.  Since  securities  cases  are 
easily  upstaged  by  sexier  political  scan- 
dals, stocks  fall  to  the  bottom  of  the  bu- 
reau's priority  list.  Moreover,  SEC  at- 
tempts to  push  through  changes  in  the 
law  have  been  blocked  by  legislators. 
That's  not  surprising,  considering  that 
many  politicians,  such  as  Oung,  are  the 
biggest  players  in  the  stock  market. 

Citing  strong  corporate  earnings  and 
6%  economic  growth,  most  brokers  don't 
expect  the  market  to  bleed  to  death. 
"The  worst  is  over,"  says  William  J.  Mc- 
Grath,  managing  director  of  S.G.  War- 
burg Taiwan.  Likewise,  Hualon,  which 
has  interests  in  everything  from  life  in- 
surance to  pig  farming,  will  likely  es- 
cape mostly  unscathed.  Executives  are 
still  pushing  forward  with  plans  for  a 
$250  million  textile  factory  in  Northern 
Ireland,  although  two  investigations  of 
Hualon  have  begun  in  Britain. 

Maintaining  confidence  in  the  Taiwan- 
ese government  may  not  be  as  easy. 
Some  analysts  wonder  whether  it  is  real- 
ly willing  to  take  on 
powerful  speculators. 
"There'll  be  some  wrist 
slapping  but  nothing 
more,"  predicts  John 
Bai,  vice-president  for 
Korea  and  Taiwan  at 
Baring  Securities  in 
New  York.  To  keep  pace 
with  its  Asian  neighbors, 
Taipei  will  need  to  prove 
such  skeptics  wrong. 

By  Margaret  Dawson 
in  Taipei 
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FRANCE 


RIVALS  ARE  HOWLING 
OVER  FRENCH  HANDOUTS 

Lawsuits  loom  as  competitors  try  to  stop  aid  to  state  companies 


flying  SOLO?  The  state  claims  subsidies  will  spruce  up  outfits  for  privatization 


Like  a  heavy  drinker  whose  doctor 
has  ordered  him  to  quit,  France  says 
it  fully  intends  to  give  up  an  un- 
healthy and  expensive  habit:  pouring 
tax  money  into  state  companies  that 
can't  stand  on  their  own.  Its  European 
Union  partners  want  greater  sobriety 
in  aid-giving,  while  Paris  itself  is  weary 
of  handing  out  the  subsidies.  But  first, 
the  French  arc  going  on  one  last  toot. 

And  what  a  toot.  The  French  are  en- 
raging Europe's  free  marketers  by  pass- 
ing out  huge  gifts  to  state-owned  compa- 
nies—  with  the  stated  purpose  of 
sprucing  them  up  for  privatization  (ta- 
ble). Although  European  Union  trust- 
busters  in  Brussels  say  this  largesse  is 
perfectly  legal,  corporate  rivals  are 
screaming.  In  the  biggest  aid  case — Air 
France — seven  competitors  plus  the 
British  government  plan  to  fight  Brus- 
sels' ruling  in  court. 

Even  some  French  business  execu- 
tives are  starting  to  holler.  Jacques  Cal- 
vet,  chairman  of  auto  maker  Peugeot, 
says  it's  unfair  for  state-owned  rival  Re- 
nault to  get  taxpayer  handouts  to  com- 
pete against  him.  He  figures  Renault 
has  received  $4.3  billion  in  state  aid 


since  1982.  Private-sector  French  bank- 
ers grumble  at  a  continuing  bailout  of 
troubled  Credit  Lyonnais. 

Once  again,  France  is  becoming  the 
bogeyman  as  the  eu  struggles  to  build 


France's  Bailout  Binge 

AIR        ;  The  airline  landed  a  $3.8  billion 

i  aid  package  last  July,  but  seven  other 
European  airlines  and  the  British 
government  are  suing  to  undo  it 

:  The  computer  maker  won  Brussels' 
blessing  on  Oct.  12  for  $2.1  billion  in 
aid  to  help  prepare  for  privatization 

;  After  receiving  $925  million  in  aid  in 
LYONNAIS  !  July,  France's  biggest  bank  will  prob- 
ably get  more  cash  in  January  and 
turn  bad  loans  over  to  the  state 

!  To  help  the  carmaker  privatize,  the 
state  will  probably  put  up  half  of  a 
$377  million  capital  increase 


freer  competition.  If  the  latest  Fr«h 
bailouts  stand — and  most  of  them  pjb 
ably  will — critics  fear  they'll  encouwc 
companies  elsewhere  in  Europe  to  mi 
aid  with  dubious  justification.  Undelt 
policy,  a  company  may  receive  onlyjni 
unabashed  subsidy  for  restructur| 
Such  a  subsidy  is  considered  diffe 
from  a  legitimate  capital  increase  t 
"reasonable"  private  investor  w 
make.  Thanks  to  that  ambiguity  in 
rules,  Belgium's  Sabena  World  Airl 
and  Iberia  Airlines  of  Spain,  which 
already  received  such  "last-chance 
are  thought  to  be  pondering  ways  toj 
more  help  from  their  governme 
France's  new  bailouts  could  cau^ 
strong  backlash  against  the  prac 
leading  to  stiffer  European  competi 
rules.  British  computer  maker  icl  i 
upset  with  the  eu's  approval  of  an 
package  for  French  rival  Groupe 
that  it  will  press  to  tighten  EU  comp! 
tion  policy,  says  George  Hall,  icl's  h 
of  corporate  affairs.  Moreover,  the  <j 
cry  over  French  handouts  could  well 
rail  France's  campaign  to  get  one  oi 
two  new  eu  commissioners  named  c< 
petition  czar  in  January. 
"SHORT  memories."  Of  course,  Fra 
isn't  Europe's  only  subsidizes  P 
heads  the  pack  at  the  moment  beca 
of  its  drive  to  privatize  22  big  state  cc 
panies,  whose  finances  must  be  pul 
order  first.  Every  eu  country  has  m; 
similar  moves.  The  British,  who 
leading  the  fight  against  Air  Fran< 
aid  package,  "have  short  memorie 
complains  Pierre-Alain  Jeanneney,  . 
France's  head  of  European  affairs.  "B 
ish  Airways  got  state  aid,  too," 
claims,  to  prepare  for  its  1987  priv 
wimra  ization.  ba  denies  that.  Oth 
note  that  no  one  uttered  a  p( 
about  two  modest  Dutch  g' 
ernment-aid  packages  appro\ 
by  the  eu  on  Sept.  27 — one  foj 
Volvo-Mitsubishi  car  plant,  1j 
other  a  $60  million  resear 
grant  to  airplane  builder  F< 
ker  and  other  companies. 

Moreover,  despite  the  cum 
binge,  France's  total  bailoi 
have  shrunk.  They  peaked 
$6.5  billion  in  1986  and  fell 
$943  million  in  1991.  No 
they're  creeping  back  up  a 
should  top  $2  billion  this  yd 
Critics  say  the  enormo 
sums  being  given  to  individi 
companies  put  France  in  a  d 
ferent  league  from  its  neighbo 
Size  will  be  the  chief  legal 
gument  to  knock  down  A 
France's  $3.8  billion  package.  I 
vals  point  out  that  the  su 
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WHO  AM  I  ? 


I  used  to  be  called  ARA.  Now  my  name  is  ARAMARK. 

Let  me  tell  you  a  little  about  myself. 

I  teach  your  little  one  about  sharing  at  the  child  care  center. 

I  clean  the  office  after  everyone  but  you  has  gone  home. 

I  put  extra  jalapenos  on  your  ballpark  nachos. 

I  serve  up  beef  bourguignon  and  corny  jokes  at  your  company  dining  room. 

I  keep  your  newsstand  fully  stocked...  and  I  won't  tell  anyone 
you  peek  at  the  tabloid  stories  about  space  aliens. 

I  make  sure  your  workers  always  have  sharp  uniforms. 

'm  in  the  emergency  room  ready  to  treat  your  skateboarder  when  he  takes  a  header. 

I'm  at  all-star  games  and  the  Olympic  Games. 

I'm  wherever  America  works  or  plays. 

I'm  there  for  your  workers.  For  your  customers.  For  you. 

And  I'm  proud  to  be  of  service. 

ARAMARK 

Managed  Services,  Managed  Better. 


Presenting  the  1995  Mitsubishi  Galant. 
Filled  with  your  favorite  things. 


What  makes  you  fall  in  love  with  the  1995 
Galant?  Meaningful  luxury. 

Those  significant  engineering  advances 
and  thoughtful  details  which  become  your 
favorite  things  about  this  automobile. 


Big  things.  Like  the  smooth  ride  and  polished 
handling  of  its  sophisticated  four-wheel  multi- 
link  suspension.  The  smooth,  confident  power 
of  its  141- horsepower  engine.  The  intelligent 
shifting  of  its  Fuzzy  Logic  transmission. 

Little  things.  Like  the  convenience  of  two 
cup  holders  instead  of  one.  Ingenious  storage 


areas  in  the  doors  and  under  the  armrest. 
A  rear  seat  that  folds  down  completely* pro- 
viding carrying  room,  so  a  trip  to  the  local 
lumber  yard  doesn 't  mean  borrowing  a  truck. 

Vital  things,  like  standard  dual  air  bags! 
Highly  protective  things,  like  impact-absorbing 
crumple  zones  front  and  rear.  Highly  re- 
assuring things,  like  tubular  steel  side-guard 
door  beams.  And  beautiful  things.  Like  the 
very  shape  of  the  Galant.  With  a  durable, 
lustrous  DIAMOND  COAT™"  finish  to  help 
protect  that  beautiful  shape. 

Give  a  car  enough  of  these  "favorite 
things"  and  it  becomes  a  favorite  place  to  be. 

The  1995  Mitsubishi  Galant.  Its  starting 
price  of  $14,349"  will  be  one  more  of  your 
favorite  things.  Call  1-800-55MITSU  for  the 
Mitsubishi  Motors  Dealer  nearest  you. 

^MITSUBISHI 

ill  The  New  Thinking  in  Automobiles™ 


*  Standard  on  ES  and  LS  models.  Not  available  on  S  model.  tAir  bags  designed  to  supplement  safety  belts,  ft  DIAMOND  COAT  is  a  trademark  of 
PPG  Industries.  Inc.  **MSRPfor  Galant  S  (Galant  LS  shown,  MSRP  of  $20,269).  Excluding  taxes,  title,  license,  registration  fee,  freight,  dealer  options, 

and  charges.  Prices  may  vary,  actual  price  set  by  dealers. 
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equals  some  60%  of  British  Airways' 
market  capitalization.  "It  is  grossly  in 
excess  of  what  is  necessary,"  says  Tre- 
vor Soames,  a  lawyer  representing  Brit- 
ish Midland  Airways  Ltd.,  which  plans  a 
lawsuit  to  block  the  handout. 
GRUMBLES.  In  the  past,  it  was  tough  for 
companies  to  challenge  such  rulings. 
Most  that  tried  lost.  But  last  year,  a  rel- 
atively new  entity,  the  Court  of  First 
Instance,  was  given  power  to  hear  cor- 
porate complaints  about  commission  de- 
cisions. A  ruling  by  the  court  on  Air 
France  could  set  a  key  precedent  about 


MEXICO 


DECLARING  WAR 
ON  THE  PIRATES 

Mexico  is  cracking  down — but 
record  companies  want  more 

Days  before  Warner  Music  planned 
to  release  Luis  Miguel's  Aries  last 
year,  pirated  cassettes  of  the  Mex- 
ican teen  idol's  album  hit  the  streets. 
Music  pirates  had  stolen  a  CD  from  the 
company's  Mexico  City  warehouse  to 
produce  the  copies. 

So  when  Luis  Miguel's  most  recent 
album  came  out  at  the  end  of  August, 
Warner  took  no  chances:  It  made  the 
CDs  in  Canada  and  chartered  a  plane  to 
fly  them  to  Mexico  just  before  release. 
Still,  pirated  cassettes  were  selling  on 
the  street  for  $1.50  within  hours. 

Fed  up,  Warner  and  other  interna- 
tional music  companies  are  trying  to 
shut  down  the  Mexican  pirates,  whose 
wares  now  account  for  two  out  of  every 
three  cassettes  sold  in  Mexico.  That 
makes  it  the  world's  second-largest  pi- 
rated-music  market  after  China.  To  cap- 
ture an  estimated  $200  million  a  year  in 
lost  revenues,  international  recording 
industry  officials  are  pressuring  the  gov- 
ernment to  step  up  its  three-year-old 
antipiracy  efforts. 

RINGLEADERS.  The  industry  is  offering  a 
carrot  to  encourage  the  government. 
The  board  of  the  International  Federa- 
tion of  the  Phonographic  Industry  (ifpi) 
visited  Mexico  in  early  October  and  told 
officials  that  if  enforcement  improved, 
I    companies  were  prepared  to  invest 
I    heavily  in  promoting  Mexican  talent  for 
I    export  to  the  Spanish-speaking  world. 
The  ifpi  points  to  successful  efforts 
against  piracy  in  Asia  and  argues  that 
\    Mexico  could  follow  suit  by  pursuing 
ringleaders.  "History  shows  when  the 
\    government  cracks  down,  the  effect  is 


the  type  and  amount  of  legitimate  aid. 

France's  other,  big  aid  recipient,  Bull, 
may  not  need  to  go  to  court.  Although 
competitors  grumble,  they  seem  inclined 
not  to  challenge  this  aid  package  direct- 
ly. That's  because  it's  accompanied  by  a' 
restructuring  that  should  allow  privat- 
ization in  a  year  or  two,  removing  Bull 
permanently  from  the  government 
trough.  Rival  bankers  probably  won't 
fight  the  expected  new  bailout  of  Credit 
Lyonnais  because  the  failure  of  Europe's 
biggest  bank  would  be  a  catastrophe. 

Air  France's  situation  is  different. 


immediate,"  says  Jim  Fifield,  president 
and  ceo  of  emi  Music,  who  predicts  that 
revenues  in  Mexico  could  more  than 
triple.  The  retail  value  of  legitimate  CD 
and  cassette  sales  last  year  reached  al- 
most $573  million,  making  Mexico  the 
world's  eighth-largest  market.  If  en- 
forcement and  investment  increase,  do- 
mestic sales  could  reach  $2  billion. 

U.  S.  companies  have  long  complained 
about  lax  enforcement  of  Mexican  laws 
protecting  intellectual  property.  Mexico 
tacked  music  recordings  and  computer 
software  programs  on  to  its  existing 
copyright  law  in  1991.  An  overhaul  of 
that  law,  sharpening  definitions  of  pira- 
cy and  boosting  penalties,  should  go  to 
Congress  before  the  end  of  1995. 

Still,  U.S.  execs  acknowledge  the 


Bootleg  tapes  now 
account  for  two 
of  every  three  cassettes 
sold  in  Mexico 


Keeping  it  aloft  and  in  French  hanc  is 
simply  a  question  of  national  prfe. 
Moreover,  many  airline  experts  ex- 
plain that  the  carrier  will  use  its  caslo 
cut  debt,  not  to  go  through  the  wreih 
ing  layoffs  and  route  cutbacks  esseml 
to  reduce  costs.  "In  five  to  seven  yep. 
they're  going  to  need  more  state  ni- 
ey,"  predicts  one  U.  S.  airline  official* 
then,  however,  the  EU  will  surely  hfc 
declared  the  party  over  for  Euroft 
generous  aid  givers. 

By  Stewart  Toy  with  Gail  Edmummi 
in  Paris  and  Patrick  Oster  in  Brusm 


Mexican  government  has  made  soe 
progress.  Officials  have  raised  crimiil 
penalties  and  set  up  a  central  coordim 
tor  for  the  agencies  fighting  piracy,  14 
they  point  to  limited  resources.  "Me 
co  has  to  move  ahead  with  policy  de- 
sions,  but  I  think  we're  progressil 
well,"  says  Carmen  Quintanilla  Ma<;- 
ro,  director  of  the  copyright  offi'Jt* 

So  far,  most  enforcement  efforts  k 
volving  music  have  targeted  street  v<  - 
dors  and  backroom  pirates.  No  ringlet 
er  has  been  captured  or  jailed.  Sira 
enforcement  began  in  earnest  at  the  e| 
of  1991,  the  government  has  seized  mcp 
than  15  million  cassettes — and  intir- 
dated  no  one,  because  penalties  ab 
light.  "If  they  come  in  the  morning,  Ii 
back  in  business  by  afternoon,"  says  C- 
rardo  Luna,  who  sells  tapes  for  75<2 1 
Mexico  City's  sprawling  Tepito  mark;. 

Most  Mexicans  probably  agree  with 
street  vendor  who  gave  his  name  onlyj 
Javier:  "Maybe  the  recording  company 
are  right,"  he  says.  "But  all  we  do  is  sJ 
people  a  little  bit  of  joy  at  a  good  prieifl 
Even  if  the  government  wants  to  kel 
haul  piracy,  music-mad  Mexicans  m,' 
be  harder  to  win  over. 

By  Elisabeth  Malkin  in  Mexico  Cil 
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Assume  this  is  a  business  risk  worth  taking. 


First,  let's  discuss  parachutes. 

Before  business  leaps  at  opportunity,  it 
must  be  equipped  to  handle  risk. 

Which  is  why  many  of  the  top  500  corpo- 
rations in  North  America  turn  to  Union  Bank 
of  Switzerland  as  a  leading  financial  resource. 

As  one  of  the  world's  largest  banks,  and 
arguably  the  strongest,  we  apply  our  Triple-A 
rated  strength  in  ways  that  are  impressive. 

Our  global  perspective  and  breadth  of 


capabilities  are  impressive,  too.  Because  the 
UBS  network  offers  the  full  range  of  on-  and 
off-balance-sheet  solutions  to  sourcing 
capital  both  here  and  abroad. 

For  a  bank  equipped  to  support  your 
efforts  in  North  America  as  well  as  outside 
of  it,  depend  on  Union  Bank  of  Switzerland. 

We'll  be  there  to  help  you  land  safely  on 
your  feet. 


As  global  as  business  itself. 


the  U.S.,  UBS  operates  through  various  branches  and  subsidiaries  with  headquarters  at  299  Park  Avenue,  New  York,  NY  10171 
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The  New 
HP  ScanJet  Scann« 

Just  click.  That's  all.  If  you  can  dc 
HP  ScanJet  scanners  will  do  the  i 
Photos,  illustrations,  text,  napkiij 
scrawls:  all  easily  incorporated  ir 
your  document.  The  new  HP  Scam| 
is  a  grayscale  scanner,  offering  12C 
enhanced  resolulion  ( .'500-dpi  opti 
and  new  software  that  makes  ever 
automatic.  The  HP  ScanJet  Ilex  tx) 
24-bit  color  at  1600-dpi  enhanced 
lution  (400-dpi  optical)  and  now  incj 
Calera  WordScan  OCR  software.  Er 
carry  HP  reliability  and  support.  N< 
carries  an  unreasonable  price.  Fo 
more  information  or  for  the  name 
your  local  dealer,  call  1-800-SCAN. 
Ext.  8825. 
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Color- $1,179 


The  easiest  thing 
you'll  do  all  day. 
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ternational  Outlook 


ED  BY  WILLIAM  J.  HOLSTEIN 


IDGAME  IN  IRAQ? 

HY  SADDAM  S  MOVE  BACKFIRED 


it  four  years  ago,  when  the  Iraqis  blitzkrieged  into  Ku- 
ait,  the  Saudis  and  other  wealthy  neighbors  in  the  Per- 
an  Gulf  were  gripped  by  panic.  World  stock  markets 
ed,  and  the  price  of  oil  temporarily  soared, 
[dam  Hussein's  threatening  buildup  in  October  was  wor- 
enough  for  President  Clinton  to  order  up  the  largest  de- 
lent  of  U.  S.  troops  and  firepower  since  the  gulf  war. 
ompared  with  those  tense  days  of  August,  1990,  the 
nd  the  broader  Middle  East  are  a  much  changed  place, 
•attling  his  somewhat  rusty  saber,  Saddam  has  failed  to 
nize  that  reality.  Today,  Iraq  cannot  count  on  a  single 
ml  ally.  Jordan's  King  Hussein  and  Palestine  Liberation 
lization  Chairman  Yasser  Arafat — both  of  whom  ral- 
o  Saddam's  side 


BACKING  DOWN? 


; — have  now  been 
1  closely  into  the 
sponsored  Middle 
peace  process, 
e  is  no  need  to 
ruct  an  interna- 
coalition  to  coun- 
•aq — it's  already 
ace.  And  while 
remains  a  tough 
iry  power  com- 
[  with  its  neigh- 
it  is  a  shadow  of 
■mer  self.  The  ap- 
it  beginning  of 
troop  withdraw- 
l  Oct.  11-12  only 
scored  the  regime's  impotence. 
Idam  also  badly  misjudged  Clinton  and 
ican  resolve.  He  apparently  reckoned  that  a 
;ned  U.  S.  President,  with  his  military  forc- 
?aged  in  Haiti,  either  couldn't  or  wouldn't 
ihe  risk  of  confronting  Iraq's  forces  only 
;  before  crucial  midterm  elections.  Instead, 
im  handed  Clinton  a  wonderful  political 
standing  firm  against  one  of  America's  least- 
te  bullies. 

NG  CONTROL."  Why  so  many  miscalcula- 
Saddam  seems  to  be  operating  largely  out 
speration  created  by  U.  N. -backed  economic  sanctions, 
month,  the  regime  was  forced  to  lift  subsidies  on  basic 
Luffs,  a  move  that  sent  prices  soaring  in  Baghdad  mar- 
Morale  in  the  400,000-strong  armed  forces  is  low,  say 
igon  officials,  while  spare  parts  are  few  and  weapons 
enance  since  the  war  almost  nonexistent.  According  to 
i  intelligence,  there  have  been  two  attempts  on  Saddam's 
i  recent  months.  "He's  bullying  Kuwait  to  try  to  im- 
his  own  people  and  his  own  military,"  says  one  senior 
tian  Foreign  Ministry  official. 

t  the  move  seems  to  have  backfired.  Now  the  prospect 
•suading  the  U.  N.  to  lift  sanctions  is  more  remote  than 
And  some  analysts  say  they  can  smell  endgame  for  Sad- 


dam. "He  is  losing  control,"  says  Gary  Sick,  former  National 
Security  Council  staff  member.  "The  real  purpose  of  the  sanc- 
tions, though  people  don't  say  it,  is  to  bring  down  Saddam.  I 
think  it's  working." 

Yet  Saddam,  the  Middle  East's  great  survivor,  may  also  be 
betting  that  the  writing  is  on  the  wall  for  the  pro-Western 
gulf  monarchies.  Indeed,  since  the  gulf  war,  Kuwait  has  been 
convulsed  by  political  squabbling  between  the  ruling  Al-Sabah 
family  and  the  assertive  National  Assembly.  More  ominously, 
chief  U.  S.  ally  Saudi  Arabia  is  being  buffeted  by  political 
stress.  An  aging  King  Fahd,  an  unclear  succession,  and  a  sharp 
rise  in  religious  and  political  opposition  to  the  ruling  Al-Saud 
clan  have  been  setting  nerves  on  edge.  And  unlike  four  years 

ago,  when  it  bankrolled 

Should  Saddam  be  toppled 


maintaining  order  in  Iraq 
could  be  more  complicated 
and  expensive  than  taking  on 
his  armies  in  the  gulf 


STANDING  FIRM 


Desert  Storm  to  the 
tune  of  $50  billion,  the 
Saudi  Treasury  is  vir- 
tually bankrupt. 
ETHNIC  CHAOS.  Accord- 
ing to  U.  S.  Treasury  es- 
timates, total  debt  in 
Saudi  Arabia  is  $90  bil- 
lion and  rising.  A  fast- 
growing  population  and 
a  political  system  an- 
chored on  buying  loyalty  through  largess  have  re- 
sulted in  huge  budget  deficits.  The  bottom  line: 
Neither  Saudi  Arabia  nor  Kuwait  are  in  a  position 
to  bankroll  a  sustained  U.  S.-led  military  presence. 
That's  one  reason  why  Clinton  and  the  Joint  Chiefs 
of  Staff  are  pondering  cost-effective  preemptive  air 
strikes  against  Iraqi  command  and  control  posts  if 
the  troop  withdrawals  prove  to  be  halfhearted. 

The  real  challenge,  however,  is  what  to  do 
about  Iraq  after  Saddam.  Should  he  topple,  main- 
taining order  in  Iraq  is  likely  to  be  more  political- 
ly complicated  and  expensive  than  even  taking  on 
Saddam  in  battle.  Iraq  is  an  odd  amalgam  of  Shi- 
ites  vs.  Sunnis  and  Kurds  vs.  Arabs.  It  has  no  uni- 
fying ethnic  thread. 

Even  imposing  a  demilitarized  zone  in  the 
South  near  Kuwait  could  trigger  an  insurrection 
by  the  Shiite  Muslims  who  live  in  the  area  and 
who  consider  themselves  distinct  from  the  Sunni-dominated 
government  in  Baghdad.  Shiite-govemed  Iran  might  take  ad- 
vantage of  such  a  move.  Kurds  in  the  North  also  can  be  expect- 
ed to  make  a  push  for  statehood  if  Saddam  is  knocked  out,  rais- 
ing a  tricky  set  of  issues  with  key  U.  S.  ally  Turkey. 

Ultimately,  if  Iraq  were  to  be  dismembered  or  fragment- 
ed, it  could  set  off  shock  waves  that  would  affect  the  entire 
gulf.  There  almost  certainly  would  be  new  flows  of  refugees, 
for  example,  exacerbating  ethnic  and  religious  tensions.  So 
even  if  Clinton  makes  Saddam  Hussein  blink  now,  the  chal- 
lenges of  maintaining  stability  in  the  world's  most  impor- 
tant oil  patch  are  sure  to  grow  greater. 

By  John  Rossant  in  Rome 


Getting  inside  his  head  cou 
smartest  thing  you've  ever  do 


It  seems  you  can't  open  a  magazine  today  without  reading 
about  the  importance  of  understanding  your  customers. 

But  81%  of  CEO's  still  claim  they  don't  know  their 
customer  base  And  55%  say  technology  hasn't  helped. 

What  good  is  information  that's  stovepiped,  so  the 
people  who  need  it  can't  get  their  hands  on  it? 

What  good  is  information  in  ten  different  databases? 

Our  Get  IT,  Move  IT,  Use  IT™  solutions  recognize  both 
the  CEO's  need  for  customer  information  and  the  CIO's 
need  for  integration  and  open  architecture. 

Because  of  all  the  information  companies  out  there, 
we're  the  one  that  best  unites  the  strengths  of  both 
computing  and  communications  in  our  solutions. 

So,  for  a  major  retailer,  we  helped  them  discover  that 
70%  of  their  merchandise  was  not  productive.  And 
transfomied  each  of  their  locations  into  a  customer-driven 
neighborhood  store.  Where  vendors  knew  what  was 
moving,  not  in  75  days,  but  in  less  than  a  week. 

For  a  European  insurer  with  a  nightmare  claims 
process,  where  20  pages  per  claim  got  filed  and  re-filed, 
and  passed  through  a  dozen  hands,  we  now  Get,  Move, 
and  Use  infonnation  electronically  Productivity  is  up  almost 
30%.  And  the  same  staff  that  handled  4000  claims  a  month 
now  handles  6000. 

There's  a  Customer  Focused  Solution  that  can  help  you 
transform  your  company  into  a  truly  customer  intimate 
organization.  Call  1  800  579-5722.  We'll  tell  you  more. 


Now  that  NCR  and  AT&T  are  one,  computing 
and  communications  have  come  together  to  help  you 
get,  move,  and  use  information. 


ART  Customer 
Focused  Solutions. 
Tlirning  information 
into  understanding. 


AT&T 

Global  Information 
Solutions 
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THE  BEST 


SCHOOLS 

Move  over,  Northwestern — 
this  time,  Wharton  is  No.  1 


When  Thomas  P.  Gerrity  was  a  Massachusetts  Institute 
of  Technology  student  in  the  early  1960s,  he  was  a 
solidly  built  wrestler  who  regularly  muscled  his  way 
into  the  New  England  championships.  In  each  of  his 
four  undergraduate  years,  however,  he  managed  to  capture 
only  third  place — even  in  his  senior  year  when  he  went  to  the 
mat  as  captain  of  MIT's  squad. 

Gerrity,  dean  of  the  University  of  Pennsylvania's  Wharton 
School,  isn't  in  third  place  anymore.  The  onetime  entrepren- 
eur has  now  led  Wharton  to  a  No.  1  finish  in  business  week's 
ranking  of  the  best  graduate  schools  of  business.  Wharton  un- 
seated Northwestern  University's  J.  L.  Kellogg  School  of 
Management,  which  has  held  the  top  spot  through  three  con- 
secutive biennial  polls  since  1988. 

Gerrity  pinned  the  opposition  by  boldly  pushing  the  most 
dramatic  curriculum  changes  at  any  elite  school.  Those  chang- 
es helped  Wharton  secure  the  top  grade  from  Corporate 
%  America,  which  singled  out  the  school  for  having  launched  the 
1  most  innovative  curriculum  in  recent  years.  And  by  paying  far 
\  greater  attention  to  student  demands  for  better  teaching, 
\  Gerrity  also  gained  the  third-best  marks  from  Wharton's  own 

0  graduates. 

Wharton's  surge  from  the  No.  4  slot  in  1992  wasn't  this 
\  year's  only  surprise.  Harvard  University's  Graduate  School 
\  of  Business  Administration  slumped  two  places,  to  No.  5,  its 
\  lowest  ranking  ever.  Stanford  finished  fourth,  up  from  sev- 
enth. Dartmouth  College's  Amos  Tuck  School  of  Business 

1  Administration  fell  to  loth  from  6th  because  of  lower  rat- 
1  ings  from  this  year's  graduating  class.  Two  business  schools — 

Vanderbilt  University's  Owen  Graduate  School  of  Manage- 
ment and  Washington  University's  John  M.  Olin  School  of 
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Business — fell  off  the  list  altogether,  largely  because  of  grad- 
uate dissatisfaction.  They  were  replaced  by  the  University  of 
Texas  Graduate  School  of  Business  at  Austin  and  Purdue 
University's  Krannert  Graduate  School  of  Management. 

Kellogg's  fall  to  No.  2 
isn't  the  result  of  any 
disaffection  with  the  in- 
stitution or  its  gradu- 
ates. Donald  P.  Jacobs, 
arguably  the  most  successful  business  school  dean  of  this 
era,  established  the  model  of  the  modern  business  school  in  the 
early  1980s,  when  such  traditional,  elite  schools  as  Harvard, 
Stanford,  Chicago,  and  Wharton  were  content  to  ignore  mar- 
ket demands  for  mbas  who  could  better  lead  and  motivate 
others.  Sure  enough,  corporate  recruiters  still  praise  Kel- 
logg for  producing  graduates  who  are  best  in  their  ability  to 
work  in  teams  and  in  their  interpersonal  skills. 
"TURNING  UP  THE  LIGHTS."  But  Jacobs  has  resisted  any  pres- 
sure to  overhaul  his  program  again.  "We've  developed  a  learn- 
ing organization,  and  that  means  we  continually  change  and 
don't  need  to  have  massive  changes  periodically,"  he  says. 
Still,  Wharton  was  able  to  nudge  out  Kellogg  as  the  No.  1 
school  largely  because  of  strong  market  approval  of  its  inno- 
vative efforts. 

Wharton  is  on  the  crest  of  a  wave  of  reinvention  and  change 
in  management  education.  Schools  are  tearing  apart  their 
programs  to  rethink  ways  to  educate  the  next  generation  of 
business  leaders.  As  at  Wharton,  some  are  trying  to  teach 
business  as  a  complex  whole  instead  of  a  set  of  disparate 
functions — even  handing  out  only  one  grade  per  semester  in 


A  Report 
Card  of 
the  Top  20 

WITH  THE  CONTINUED  DOWN- 
sizing  of  Corporate  America,  you 
would  think  the  market  for  fresh- 
ly minted  mbas  would  be  drying 
up.  Forget  it.  A  quick  scan  of  this 
year's  guide  shows  that  the  Class 
of  1994  cleaned  up  in  the  job 
sweepstakes. 

Graduates  of  every  school  aver- 
aged starting  salaries  that  hit 
record  levels,  and  they  enter- 
tained far  more  job  offers  than 
the  Class  of  1992.  Harvard  mbas 
again  commanded  the  highest  av- 
erage starting  pay:  an  eye-pop- 
ping $102,630. 

The  report  card  measures 
schools  also  by  the  graduate  and 
recruiter  surveys.  The  top  20%  in 
each  category  received  As.  The 
next  25%  got  B's,  the  next  35%  got 
C's,  and  the  bottom  20%  got  D's. 
For  further  details  on  the  ranking 
process,  see  page  70. 


the  first  year.  They're  adding  courses  in  teamwork  and  le;l- 
ership  and  placing  greater  emphasis  on  globalization  aid 
quality. 

They're  also  making  business  education  more  pragma.c 
and  less  theoretical  by  adding  real-world  consulting  prj- 
ects  and  field  assignments  to  the  curriculum.  Through  it  1, 
students  are  made  active  participants  in  the  effort  to  chanj, 
rather  than  passive  bystanders.  "The  old  business-schl 
model  was  like  a  Broadway  show  that  students  sat  back  ad 
watched,"  says  B.  Joseph  White,  dean  of  the  University*! 
Michigan's  business  school.  "We're  turning  up  the  lights  ajj 
opening  up  the  curtains  so  that  when  students  get  he/, 
they're  going  to  be  actively  involved  in  their  educatio^ 

business  week's  rankings  are  sensitive  to  such  changes  }t 
cause  the  survey  adopts  the  consumer's  perspective  in  m* 
suring  the  quality  of  business  education.  Instead  of  evalul 
ing  schools  on  test  scores  and  starting  salaries,  the  magaz^e 
sent  extensive  surveys  to  6,353  of  this  year's  graduates  oil 
prominent  schools  and  to  354  companies  that  actively  recrB 
mbas  at  the  top  schools.  A  total  of  4,608  graduates  and  a 
companies  responded  (page  70). 

Graduates,  who  judged  only  their  own  schools,  were  aski 
for  their  views  on  such  issues  as  teaching  quality,  progra 
content,  and  career  placement.  In  the  corporate  survey,  i 
cruiters  were  asked  to  rate  student  skills  and  to  rank! 
schools  on  their  overall  quality  and  the  success  rate  of  gr;.- 
uates  in  their  organizations.  Both  polls  were  combined  o 
produce  the  business  week  ranking. 

It's  not  always  possible  to  assess  a  school's  immedufe 
progress  by  a  one-time  change  in  its  rank,  though.  The  U* 


1994 
RANK 

SCHOOL 

1992 
RANK 

CORP. 
POLL 

GRAU 
P0U 

ANNUAL 
TUITION" 

APPLICANTS 
ACCEPTED 

IKTL 

1 

PENNSYLVANIA  (Wharton)  Philadelphia 

4 

1 

3 

<P  C%  1   A  C  A 

$21,050 

23% 

30% 

i 

NUKlHntolcKN  (Kellogg)  tvanston,  111. 

i 
1 

Q 

r 
D 

OA  COA 

ZU,oo4 

on 

■  i 

3 

CHICAGO  Chicago 

2 

4 

4 

21,656 

33 

16 

4 

STANFORD  Stanford,  Calif. 

7 

5 

1 

21,189 

10 

21 

5 

HARVARD  Boston 

3 

3 

17 

21,000 

16* 

26 

6 

MICHIGAN  Ann  Arbor 

5 

6 

7 

20,960 

35 

15 

7 

INDIANA  Bloomington 

8 

8 

6 

14,036 

48 

14 

8 

COLUMBIA  New  York 

9 

7 

10 

21,400 

25 

27 

9 

UCLA  (Anderson)  Los  Angeles 

16 

16 

2 

14,496 

23 

20 

10 

MIT  (Sloan)  Cambridge,  Mass. 

13 

9 

12 

21,690 

25 

35  j 

11 

DUKE  (Fuqua)  Durham,  N.C. 

12 

14 

8 

20,800 

26 

17 

12 

VIRGINIA  (Darden)  Charlottesville 

11 

15 

9 

17,839 

27 

13 

13 

DARTMOUTH  (Tuck)  Hanover,  N.H. 

6 

12 

14 

21,225 

17 

19 

14 

CARNEGIE-MELLON  Pittsburgh 

17 

18 

11 

20,600 

35 

41 

15 

CORNELL  (Johnson)  Ithaca,  N.Y. 

14 

17 

13 

20,400 

37 

29 

16 

NYU  (Stern)  New  York 

15 

13 

20 

20.276 

40* 

34 

17 

TEXAS  Austin 

NA 

11 

25 

8,580 

35 

19 

18 

UNC  (Kenan-Flagler)  Chapel  Hill 

10 

19 

16 

10,132 

22 

13 

19 

CALIFORNIA  (Haas)  Berkeley 

18 

21 

15 

14,361 

20 

29 

20 

PURDUE  (Krannert)  West  Lafayette,  Ind. 

NA 

10 

33 

9,556 

32 

28 

'Estimate        "For  nonresidents  DATA:  BUSINESS  WEEK  (RESEARCH  BY  LORI  BONGIORNO.  JUDI  CROWE.  LOURDES  HERNANDEZ,  AND  JEFFF.O 


ty  of  Michigan,  for  example,  slipped  one 
this  year,  to  sixth,  only  because  Stanford 
ied  ahead  by  capturing  the  highest  acco- 
i  from  its  graduates.  However,  corporate 
liters  said  Michigan's  mbas  have  shown 
greatest  improvement  of  any  in  recent 
3  and  also  singled  out  the  school  for  hav- 
lunched  what  they  regard  as  the  second- 
-innovative  curriculum — behind  only 
rton's.  Michigan  was  also  the  only  school 
ake  the  top  five  in  turning  out  the  best 
lates  in  every  key  category:  general  man- 
lent,  marketing,  finance,  and  production 
b,  page  67). 

FORCE.  And  what  about  all  those  reports 
interest  in  mba  education  has  fallen  in  re- 
years?  Hardly:  business  week  found  that 
was  an  extraordinarily  bullish  year  for 
the  leading  schools  and  their  graduates, 
ications  at  most  of  the  top  mba  programs  are  rising, 
;  with  revenues  from  executive-education  efforts.  And 
anies  are  charging  back  to  campus  in  full  force.  Recruit- 
ssponding  to  business  week's  survey  hired  6,569  mbas 
rear,  up  18%  from  1993. 

e  result:  Even  before  graduating,  mbas  from  Top  20 
)ls  this  year  averaged  2.74  job  offers  each.  And  they 
;d  positions  with  average  starting  pay  and  bonus  of 
24 — up  36%  from  1992,  thanks  largely  to  the  highly  ag- 
dve  recruiting  efforts  of  consulting  firms.  Indeed,  for 
:rst  time  ever,  graduates  at  three  schools — Harvard, 


Wharton  is  on  a 
crest  of  change 
in  management 
education  and 
gets  high  marks 
for  emphasizing 
"people  skills" 
and  real-world 
problems 


Stanford,  and  Columbia — averaged  starting 
pay  packages  in  six  figures.  So  much  for  the 
mba  glut  (page  71). 

The  good  times,  however,  provided  little 
respite  from  the  continuing  battle  of  the  busi- 
ness schools  for  reputation  and  prestige. 
Washington  University's  Olin  School  lost  its 
Top  20  status  because  its  graduates  groused 
about  the  loss  of  three  of  the  school's  top  10 
teachers  in  the  past  two  years.  "Olin  leaves 
me  with  the  impression  that  it  is  long  on  pre- 
tensions and  short  on  substance,"  said  one 
graduate.  It  didn't  help  that  the  school  has 
been  without  a  full-time,  permanent  dean 
since  March  of  1992. 

Vanderbilt  University's  Owen  Graduate 
School  of  Management,  No.  19  in  1992,  also 
skidded  off  the  Top  20  list.  The  Class  of  1994 
believed  Dean  Martin  S.  Geisel  failed  to  ade- 
quately manage  a  scandal  that  erupted  earlier  this  year  when 
an  mba  embezzled  about  $3,000  from  the  student  treasury. 
Some  grads  thought  Geisel  should  have  either  suspended  the 
student,  who  pleaded  guilty  to  the  charge,  or  withheld  his  mba 
degree.  Instead,  he  was  allowed  to  graduate  after  returning 
the  money  and  performing  some  community  service.  "Some 
students  got  highly  agitated  about  the  matter  and  felt  the  guy 
wasn't  being  punished  at  all,"  says  Geisel.  "We  followed  estab- 
lished disciplinary  procedures  to  the  letter." 

Harvard's  star  also  plummeted  as  it  placed  17th  in  the 
graduate  poll,  down  from  No.  12  in  1992.  mbas  judged  the 
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administration  the  least  responsive  of  any  Top  20  program. 
They  also  felt  less  confident  about  their  analytical  and  tech- 
nical abilities  than  other  grads.  Some  mbas  further  com- 
plained about  the  slow  pace  of  change  at  the  school  and  what 

they  called  "exorbitant, 
fees"  for  everything 
from  case  materials  to 
student  housing.  "This 
school  is  like  an  archa- 
ic dinosaur  that  needs  to  take  its  own  advice,"  said  one  1994 
graduate. 

As  for  Wharton,  founded  by  Philadelphia  industrialist  Jo- 
seph Wharton  in  1881,  its  ascendancy  was  no  overnight  feat. 
It  began  when  Russell  E.  Palmer,  the  former  chief  execu- 
tive of  accounting  firm  Touche  Ross  International,  agreed  to 
come  aboard  as  dean  in  19N.'-J.  The  charismatic  Palmer  mount- 
ed a  campaign  to  make  Wharton  "the  world's  preeminent 
business  school,"  a  phrase  he  intoned  so  often  that  mbas  be- 
gan to  parody  it  at  their  annual  follies  show. 
NEW  TONE.  To  meet  his  goal,  Palmer  shook  up  the  Establish- 
ment by  offering  hefty  salaries  to  lure  dozens  of  bright  facul- 
ty members  to  the  classroom.  Over  a  seven-year  period,  he 
tripled  the  school's  endowment  to  $90  million,  adding  27  en- 
dowed chairs.  He  put  Wharton  in  the  executive-education 
business  by  building  a  plush  $25  million  center  with  19th  cen- 
tury Burmese  tapestries  and  Salvador  Dali  lithographs.  And 
Palmer  began  an  extensive  review  of  the  school's  MBA  pro- 
gram that  eventually  led  to  vast  changes  in  its  curriculum. 
"Palmer  provided  vision  and  leadership,"  says  Jerry  Wind,  a 
marketing  professor.  "He  was  a  builder." 

When  the  dean  retired  in  1990,  all  the  pieces  were  in 
place  for  Gerrity,  a  former  mit  professor  and  a  founder  of  the 
Cambridge  (Mass.)  consulting  firm  now  known  as  esc 
Index  Inc.  Gerrity  quickly  provided  the  support  and  leader- 
ship to  get  a  new  curriculum  off  the  ground,  phasing  the 
changes  in  over  a  two-year  period  starting  in  1991.  "A  lot  of 
the  faculty  here  asked,  'Why  are  we  doing  this?' "  recalls 
Wind,  a  principal  architect  of  the  new  program.  "They  said, 
'Everything  is  fine.  Why  should  we  change?'" 

Gerrity  had  no  doubts. 


Wharton,  which  had  held 
sway  as  the  school  of 
high  finance  throughout 
the  roaring  Eighties,  had 
not  revamped  its  rigid, 
analytical  approach  to 
management  education 
since  the  early  Sixties. 
He  believed  the  school 
needed  to  place  greater 
emphasis  on  "people 
skills"  and  real-world 
problems,  add  more  glo- 
bal perspective,  and 
teach  business  not  as  a 
set  of  distinct  disciplines 
but  in  a  more  integrated 
fashion.  "I'm  proud  that 
we've  had  the  courage  to 
take  the  leadership  in 
curriculum  change  and  to 
move  early  and  signifi- 
cantly," says  Gerrity.  "I 
think  it  set  a  tone  for  the 
entire  business-school 
community." 

To  be  sure,  some 
schools,  most  notably  the 
University  of  Tennessee 
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at  Knoxville  and  Indiana  University,  have  since  adopted  mo| 
radical  approaches  to  overhauling  their  mba  programs.  B 
Wharton,  given  its  status  as  one  of  the  elite  players,  cleari 
assumed  greater  risk  in  remaking  its  curriculum  so  drams 
ically.  A  plodding  two-year-old  effort  to  redo  Harvard's  c 
riculum,  by  contrast,  has  so  far  failed  to  bring  about  any  su 
stantial  changes. 
heavy  workload.  Three  years  ago,  Wharton  launched 
four-week  "pre-entry"  program  of  courses,  computer  la 
speeches,  social  activities,  and  an  Outward  Bound-like  ex 
rience  in  the  Poconos.  The  usual  two  semesters  a  year  we 
tossed  aside  in  favor  of  four  six-week  "modules,"  requiri 
every  first-year  course  to  be  reevaluated  for  content  and  r< 
evance.  A  novel  series  of  leadership  and  ethics  progra: 
runs  throughout  the  first  year.  To  integrate  the  core  course 
key  faculty  are  brought  together  on  a  regular  basis  to  ensu 
that  what  is  taught  in  marketing,  say,  can  be  quickly  linki 
to  operations.  Team  assignments,  computer  simulations,  mi 
tidisciplinary  case  studies,  a  field  project,  and  a  four-week  tr 
abroad  also  were  added. 

In  some  ways,  however,  the  makeover  has  been  too  amt 
tious.  The  changes  heaped  so  much  more  work  on  the  studen 
that  the  faculty  have  since  had  to  scale  back  additions 
course  requirements,  exams,  and  leadership  exercises.  Tl 
overseas  excursion,  initially  meant  to  be  a  mandatory  mont 
long  immersion  in  the  culture,  politics,  and  business  of  anoth 
region  of  the  world,  has  since  become  voluntary  because  n 
all  students  can  afford  the  $4,000-to-$4,500  cost.  And  tl 
much  ballyhooed  integration  of  the  core  curriculum  has  n 
into  serious  obstacles  at  a  school  where  the  faculty  is  divi 
ed  among  12  departments  and  21  research  centers.  "We  a' 
used  to  operating  as  individuals,  managing  our  own  courst 
designing  our  own  syllabi,  and  teaching  in  our  own  style.' 
says  David  J.  Reibstein,  a  former  vice-dean. 

Indeed,  business  week's  graduate  survey  shows  that  sut, 
schools  as  Virginia,  Indiana,  Michigan,  and  Stanford  hav 
achieved  far  greater  levels  of  satisfaction  among  their  MB. 
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curriculum  integration  issue.  Virginia  and  Stanford, 
uch  smaller  business  schools,  have  no  distinct  depart- 
Indiana  and  Michigan  have  both  made  integration  a 
us  of  their  revamped  curriculums.  But  Gerrity  and  at 
core  group  of  Wharton  faculty  seem  dedicated  to  the 
i.  "This  is  a  slow,  evolutionary  process,"  insists  John 
;hey,  an  operations  professor  who  is  one  of  four  "clus- 
ds"  who  coordinate  faculty  within  the  core.  "But  it  is 
ig.  As  faculty,  we  meet  more  often  and  in  smaller 
of  people  who  will  see  the  same  subset  of  students  in 
gram." 

lonitor  progress  and  perhaps  keep  the  pressure  on, 
'  has  contracted  with  Opinion  Research  Corp.  to  do 
ihensive  polling  and  focus-group  interviews  of  MBAs, 
and  corporate  recruiters.  And  while  Gerrity  is  much 
^served  and  cerebral  than  the  gregarious  Palmer,  he 
de  himself  more  accessible  to  students.  Each  semes- 
holds  six  brown-bag  luncheons  in  the  mba  pub,  as 
a  more  formal  forum  with  students  on  the  state  of  the 
On  the  last  day  of  classes,  Gerrity  hosts  a  champagne 
on  on  the  grassy  quad  in  front  of  Vance  Hall  to  hon- 
ichool's  best  teachers.  "The  ceremony  is  quite  moving," 
s.  "It's  be- 
iwards  and 
.  It's  about 
irit  of  the 
md  it  shows 
ue  teaching 
nee." 

e  say  it's 
time.  For 
,  Wharton 
ates  have 
lined  about 
ality  of  the 
ig.  An  initia- 
improve  it 
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which  cultivates  a 
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environment,  it's 
not  uncommon  for 
study  groups  to 
take  place  in 
students'  hot  tubs 


has  led  to  faculty  mentors, 
midcourse  evaluations,  mer- 
it-pay increases  pegged  to 
teaching  quality,  student 
quality-circles  that  offer 
weekly  feedback  to  instruc- 
tors for  every  course,  and 
an  array  of  new  teaching 
awards. 

Such  improvements  have 
helped  Wharton  attract  its 
best  students  ever.  This 
year's  entering  class — from 
56  countries — posted  Whar- 
ton's  highest  average 
score — 650 — on  the  gmat 
(Graduate  Management  Ad- 
mission Test).  Gerrity  has 
also  brought  in  an  addition- 
al 14  endowed  chairs,  helping  to  lift  the  endowment  to  $141 
million.  And  he  has  implemented  Palmer's  dream  of  making 
Wharton  a  major  player  in  executive  education,  which  drew 
$22.6  million  in  revenues  in  the  past  year. 
"FRIENDLY  ENVIRONMENT."  While  Wharton  has  emerged  as 
the  "preeminent  business  school,"  it's  still  not  No.  1  in  grad- 
uate satisfaction.  For  the  first  time,  that  honor  goes  to  its 
cross-country  rival,  Stanford,  a  school  less  than  half  Wharton's 
size.  Stanford  deemphasizes  individual  competition  and  cul- 
tivates a  highly  cooperative  learning  environment.  Unlike 
Harvard,  there's  no  forced  grading  curve.  Nor  are  grades 
publicly  posted  or  allowed  to  be  disclosed  to  corporate  recruit- 
ers. "It's  a  very  friendly  environment,"  says  Van  Ton,  a  sec- 
ond-year student.  "You  could  be  competing  for  the  same  jobs, 
and  you'll  still  help  each  other." 

The  school  has  long  been  the  most  selective  mba  program 
in  the  world,  accepting  only  1  in  10  applicants,  and  it's  known 
for  an  exceptionally  diverse  pool  of  students.  This  year's  en- 
tering class  of  364  mba  candidates  include  two  Jesuit  priests, 
a  stand-up  comedian,  and  a  national  powerlifting  champion. 
Students  at  "the  farm" — the  nickname  is  a  throwback  to  a  cen- 
tury ago,  when  the  campus  was  a  racehorse-breeding  ranch — 
often  share  rented  palatial  homes  equipped  with  hot  tubs 
where  study  groups  sometimes  meet. 

More  important  than  the  laid-back  California  lifestyle,  the 
school's  location  in  sun-drenched  Silicon  Valley  makes  it  a 
haven  for  would-be  entrepreneurs.  One  graduate  remembers 
a  meeting  at  which  Scott  McNealy,  founder  of  Sun  Micro- 
systems Inc.,  agreed  to  show  up  at  a  student's  home  for  an  en- 
trepreneurs' club  session.  With  a  beer  in  hand,  McNealy  re- 
galed 150  students  with  his  insights  into  the  future  of 
technology. 

Those  attributes  have  always  been  a  hallmark  of  Stanford's 
program.  But  the  uneven  quality  of  teaching  had  previously 
held  it  back  from  gaining  the  top  spot  in  business  week's 
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graduate  satisfaction  poll.  Credit  for  the  improvement  goes  to 
Dean  A.  Michael  Spence,  who  arrived  in  late  1990  from  Har- 
vard, where  he  headed  the  faculty  of  Arts  and  Sciences.  He 
has  developed  new  teaching  workshops  to  train  incoming  fa- 
culty. All  new  profes- 
sors are  assigned  sen- 
ior faculty  mentors  and 
must  now  co-teach  a 
course  with  a  more  ex- 
perienced faculty  member  in  their  first  year. 

Stanford  mbas  praise  Spence  for  being  active  and  respon- 
sive. In  the  spring  of  1993,  for  example,  four  students  asked 
the  dean  for  a  global  management  program  that  would  award  a 
certificate  to  graduating  students  who  completed  a  sequence 
of  four  courses  on  international  topics.  Within  three  months, 
Spence  implemented  the  proposal.  He  has  also  launched  20  new 
courses  in  the  past  two  years  and  forged  new  links  to  Stan- 
ford's engineering  school,  a  relationship  that  has  created  a  joint- 
ly designed,  two-quarter  course  that  brings  together  students 


from  both  schools  to  design,  produce,  and  market  a  prodjt. 

Besides  such  efforts,  Stanford's  ranking  also  benefited  fjnn 
another  school's  stumble.  Dartmouth's  Amos  Tuck  Schjl, 
the  quaint,  New  England  version  of  Stanford's  cozy,  c 
gial  culture,  saw  its  image  tarnished  when  Dean  Edwar 
Fox  was  denied  a  second  four-year  term  by  the  college, 
abrupt  departure  exposed  students  to  what  they  called 
"petty  politics"  of  a  few  outspoken  faculty  members  %j 
wrote  critical  letters  about  the  dean  to  the  presid<|t 
Tuck's  small  size  and  its  remote  location  in  Hanover,  N 
make  it  difficult  for  the  school  to  attract  many  corporatete- 
cruiters — a  reason  the  school  doesn't  fare  better  than  a  N(M^ 
ranking  in  the  corporate  poll. 

It  all  goes  to  show  that  in  the  world  of  business  school 
in  the  world  of  business,  nothing  can  be  taken  for  gran|ri. 
That's  something  Gerrity  learned  on  a  wrestling  mat  itci 
something  he's  keeping  in  mind  for  the  next  match  of 
best  business  schools. 

By  John  A.  Byrne  and  Lori  Bongiomo  in  New  xjsk 


THE  METHOD  TO  OUR  MATH 




the  large-school  bias. 
■  COMPOSITE  RANKING.  To  produce 
overall  ranking,  the  raw  scores  from 
both  surveys  were  combined  using  a 
standard  statistical  approach  for  in- 
dependent scores. 

The  survey's  prominence  has  led 
some  efforts  to  influence  the  results 
At  Columbia  University,  for  exampl 
students  organized  a  letter-writing 
campaign  for  first-year  mba  candi- 
dates. Nearly  85  students  sent  per- 
sonal letters  to  business  week  prai 
ing  the  program.  The  effort, 
however,  had  no  impact  on  the  sur- 
vey because  only  graduating  stu 
dents  are  polled. 

At  Indiana  University,  the  studenl 
association  president  encouraged 
classmates  to  "accentuate  the  posi- 
tive" in  survey  responses.  Any  one- 
time effort  to  influence  the  survey 
would  have  little  impact,  however. 
The  graduate  ranking  is  based  on  rar 
domly  sampled  opinions  of  12,984 
mbas  dating  to  1990.  In  Indiana's  cas 
the  graduate  rank  this  year  remains 
unchanged.  In  addition,  recruiter 
opinion  naturally  looms  larger  in  the 
overall  ranking  because  the  differ- 
ences in  the  corporate  poll  are  great 
than  those  in  the  graduate  survey. 

The  evidence  also  shows  that 
schools  frequently  fall  due  to  poor  re 
views  from  graduates:  They  average 
28  years  of  age  and  are  fairly  discriirfj 
nating  after  investing  $40,000  or  morj 
in  tuition.  This  year,  Dartmouth  and 
Harvard  dropped  because  of  graduate 
dissatisfaction,  and  two  other  schools  ^ 
fell  out  of  the  Top  20.  As  Indiana  Dea 
John  Rau  puts  it:  "The  last  thing  you 
do  is  tell  27-year-olds  what  to  do." 


S 


lince  its  debut  in  1988,  business 
.week's  ranking  of  the  Top  20 
'graduate  schools  of  business  has 
become  a  much  discussed  and  influen 
tial  source  of  information  on  manage- 
ment education.  One  reason  the  rank 
ing  is  so  closely  followed  is  that  it 
measures  how  schools  satisfy  the 
needs  of  their  two  major  stakehold- 
ers: graduates  and  the  corporations 
that  hire  them. 

To  ensure  the  best  mmhmh 
results,  Matthew 
Goldstein,  an  expert 
in  survey  design  and 
a  co-author  of  sever- 
al books  on  statisti- 
cal methods,  again 
consulted  on  all  as- 
pects of  the  polling 
process. 

■  GRADUATE  SURVEY. 

A  36-question  sur- 
vey was  mailed  to 
this  year's  graduates 
of  44  top  schools,  in- 
cluding three  non- 
U.  S.  schools.  MBA 
candidates  were  se- 
lected at  random 
from  class  lists.  Of 
the  6,353  questionnaires  sent  out, 
4,608  were  answered,  a  response  rate 
of  73%. 

Graduates  were  asked  to  answer 
most  questions  on  a  scale  of  1  to  10. 
One  example:  "How  would  you  judge 
the  school's  performance  in  providing 
you  with  numerous  ways  of  thinking 
or  approaching  problems  that  will 
serve  you  well  over  the  long  haul?" 
Those  mbas  who  thought  the  school 
did  an  "outstanding"  job  would  an- 


The  Survey 


GRADUATE  POLL 

1992 

1994 

SURVEYS 

6,046 

6,353 

REPLIES 

4,712 

4,608 

RESPONSE  RATE 

78% 

73% 

RECRUITER  POLL 

1992 

1994 

SURVEYS 

352 

354 

REPLIES 

199 

254 

RESPONSE  RATE 

57% 

72% 
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swer  "10,"  while  graduates  who  be- 
lieved the  school's  performance  was 
"poor"  would  answer  "1."  The  re- 
sponses were  weighted  to  account  for 
how  closely  they  related  to  overall 
satisfaction. 

business  week  then  added  the  re- 
sponses of  4,712  graduates  from  its 
1992  poll  and  3,664  from  its  1990  poll 
to  create  a  graduate  ranking.  The 
most  weight,  50%,  went  to  the  1994 
h^hotvm  survey.  Responses  from 
the  previous  surveys 
got  a  weight  of  25% 
each. 

■  RECRUITER  SURVEY.  A 

total  of  354  organiza- 
tions that  recruit  mbas 
were  polled.  Of  those, 
254  replied,  a  response 
rate  of  72%.  Respond- 
ing companies  hired 
6,569  mbas  this  year,  up 
18%  from  1993.  Some 
39%  of  them  are  head- 
quartered in  the  North- 
east, 29%  in  the  Mid- 
west, 16%  in  the  South, 
and  15%  the  West. 

Recruiters  were 
asked  to  list  a  Top  10, 
in  order,  based  on  the  quality  of  the 
schools  and  their  company's  success 
rate  with  their  graduates.  A  school 
named  No.  1  received  10  points,  while 
a  school  ranked  No.  10  got  1  point. 
The  total  score  for  a  school  was  then 
divided  by  the  number  of  responding 
companies  that  recruited  mbas  from 
the  school.  Because  the  larger  schools 
attract  more  companies,  ratings  for 
some  of  the  schools  (11  of  the  Top  20) 
were  adjusted  upward  to  account  for 
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i  THERE  AN  MBA  GLUT? 
YOU  ANSWERED  NO,  YOU  PASS 

I  are  getting  degrees — and  hefty  stock  options,  tuition  refunds,  signing  bonuses . . . 

i't  talk  to  Michael  Lesyna  about  either 
1  mba  glut  or  declining  demand  for  the 
'ototypical  yuppie  degree.  Like  many  in 
ass  of  1994,  the  Stanford  graduate  dou- 
is  pay  this  year  when  Booz,  Allen  & 
ton  lured  him  to  the  firm  with  a  first- 
eal  in  six  figures.  "It  would  have  taken 
■ever  to  get  to  where  I  am  now,"  says 
a.  "The  opportunity  and  the  value  of 
!A  is  clearly  there." 

kidding.  Not  since  the  roaring  1980s, 
Drexel  Burnham  Lambert  Inc.  flew 
;o  Pebble  Beach  to  listen  to  $100,000 

has  the  market  been  so  overheated, 
ler  stamped  at  Harvard  or  William  & 

the  sheepskin  that  nearly  everyone 
as  losing  its  cachet  only  a  year  ago  is 
inding  record  starting  salaries  for  its 
s,  thanks  largely  to  a  boom  in  consult- 
t's  like  free  agency  in  baseball,  without 
y  cap,"  says  Robert  Mcllhattan,  a  part- 
Ernst  &  Young,  which  hired  more  than 
:As  in  1994.  "I've  seen  some  wild  things 
;ar." 

JATES'  CHOICE.  Even  as  downsizings 
m,  corporate  recruiters  are  dangling 
packages  of  pay  and  perks  to  lure  to- 
Dest  and  brightest.  For  the  first  time 
MBAs  from  Harvard  and  Stanford 
1  in  median  starting  pay  and  bonus 
res  of  $100,000  or  more.  To  attract  the 
aduates,  companies  handed  out  signing 
es  as  high  as  $30,000,  plus  interest- 
>ans,  stock  options,  tuition  reimburse- 
of  up  to  $40,000,  free  cars,  and  reloca- 
lowances. 

increased  demand  for  leading  gradu- 
5  letting  many  mbas  be  quite  choosy. 


f  4There  is  absolutely  no 


What  some  observers 
interpreted  as  a  sign  of  a  de- 

r  Lim,  a  1994  University  of  Michigan  QUgStlOll  ill  IT1V  111  ind  tllctt  cnne  m  tne  value  of  the  mba  a 
ntertained  nine  offers  before  deciding  ' year  or  two  ago  is  increasing- 
i  up  with  the  treasury  office  at  Gener-   JXlciCi©  the  Fl^llt  deCisiOll^  <7     ly  being  viewed  as  little  more 


tors  Corp.  "Among  the  top  business 

ims,"  says  Lim,  "there  is,  if  anything,  a  —MICHAEL  LESYNA,  Booz  Allen 
,ge  of  mbas." 

vhat  happened  to  that  much  expected  glut?  Although 
have  been  predicting  a  shakeout  for  a  decade,  not  a  sin- 
A  school  has  closed  its  doors.  A  record  84,642  masters 
!ness  were  granted  in  1992,  the  latest  year  for  which  fig- 
re  available,  an  8%  rise  over  the  previous  year.  "It's  like 
vith  nine  lives,"  says  Charles  W.  Hickman,  an  official 
he  American  Assembly  of  Collegiate  Schools  of  Busi- 
'Every  time  you  start  a  funeral,  the  corpse  jumps  up." 
>oks  as  if  the  mba  won't  be  buried  anytime  soon.  Most 
hools  are  reporting  increases  in  applicants.  Duke  Uni- 
y's  Fuqua  School  of  Business  saw  applications  rise  by 
3r  this  year's  entering  class.  At  Stanford,  they  were 
%>  after  a  falloff  the  previous  year.  At  Columbia,  appli- 
s  jumped  14% — with  the  fastest-growing  pool  of  candi- 
being  from  the  U.  S. 


than  a  recession-induced 
downturn.  Fewer  people  took 
the  Graduate  Management 
Admission  Test  and  applications  at  some  schools  declined  in 
1992  and  1993  because  potential  candidates  for  the  degree 
were  less  likely  to  quit  jobs  during  a  time  of  economic  uncer- 
tainty. "Demand  for  mbas  from  the  quality  schools  isn't  going 
to  fall  away,"  says  Meyer  Feldberg,  dean  of  Columbia  Uni- 
versity's business  school. 

Instead,  Feldberg  foresees  the  possibility  of  another  boom 
in  mba  education  as  applications  flow  in  from  such  rapidly 
industrializing  nations  as  Argentina,  Brazil,  China,  India, 
Mexico,  and  Eastern  Europe.  "What's  going  to  happen  in 
three  years'  time  when  each  of  the  top  20  schools  get  400  to 
500  applications  from  China  alone?"  he  asks. 

Some  business  schools  are  already  witnessing  the  early 
stages  of  such  a  boom.  The  University  of  Pennsylvania's 
Wharton  School  of  Business  got  133  applications  from  stu- 
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dents  in  China  for  this  years  entering  class — more  than 
three  times  the  number  of  just  two  years  ago.  Applicants 
from  Mexico  jumped  by  162%,  to  118,  while  those  from  In- 
dia rose  by  42%,  to  255,  over  the  same  period. 

For  these  newly  cap- 
italist or  developing 
economies,  U.  S.  busi- 
ness schools  can  pro- 
vide future  managers 
with  badly  needed  skills  to  run  modern  businesses.  At  the  mo- 
ment, though,  virtually  all  of  the  demand  for  today's  gradu- 
ates is  from  U.  S. -based  multinationals.  The  biggest  recruit- 
ers are  management-consulting  and  investment-banking  firms, 
which  are  crowding  mainstream  consumer-product  and  man- 
ufacturing companies  out  of  the  best  business  schools.  A 
record  34%  of  Northwestern's  graduates  rushed  into  consult- 
ing this  year,  up  from  29%  in  1993. 

FOOD  FOR  THOUGHT.  Consultants  and  bankers  did  some  in- 
tense wining  and  dining  this  year.  "You  could  make  it  through 
all  fall  quarter  without  cooking  dinner,"  jokes  Teri-Lynn 
Judge,  a  Stanford  graduate  who  joined  Electronic  Data  Sys- 
tem Corp.'s  management-consulting  arm.  Ernst  &  Young, 
she  says,  invited  mba  candi- 
dates to  a  San  Francisco  culi-  mmmummmmmmmmmmmBmmmmmm 
nary  school,  where  they 
cooked  up  gourmet  dishes 
with  the  firm's  partners. 
McKinsey  &  Co.  rented  a  lo- 
cal bowling  alley  for  first-year 
students  at  Stanford  and 
brought  in  blackjack  and  rou- 
lette tables  for  a  casino  night 
for  second-year  pupils. 

Investment  bank  Lehman 
Brothers  Inc.  invited  Victor  L. 
Vescovo,  a  Harvard  mba,  to 


How  To  Make  Six  Figures 
Right  Out  Of  B-School 

Of  the  4,608  MBAs  in  the  Class  of  1994  who  responded  to 
BUSINESS  WEEK'S  survey,  594  said  they  would  earn  $100,000 

or  more  in  salary,  signing 
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officer  at  a  swank  Boston  res- 
taurant. He  chose  to  take  a  six- 
figure  pay  package  with  con- 
sultant Bain  &  Co.  Most  of 
Vescovo's  classmates  also  be- 
came consultants  or  invest- 
ment bankers.  "The  manufac- 
turing companies  have  sticker 
shock  from  new  mbas,"  he 
says.  "They're  not  used  to  com- 
peting for  people  who  have 
multiple  job  offers." 

Sure  enough,  business 
week's  analysis  of  graduates 
earning  $100,000  and  up  right 
out  of  school  shows  they're  al- 
most always  hired  by  the  high- 
end  consulting  firms  (table). 
With  the  exception  of  invest- 
ment banker  Goldman,  Sachs 
&  Co.,  all  of  the  top  10  employ- 
ers offering  six-figure  deals  to 
this  year's  crop  of  mbas  were 
consultants.  "In  our  business, 
we've  got  to  get  the  real  high- 
end  talent  because  the  payoff  is 
enormous  when  you  get  it," 
says  Paul  A.  Brand,  chief  ex- 
ecutive of  American  Manage- 
ment Systems  Inc.  "Intellectu 
al  horsepower  is  fundamental 
to  our  growth." 


RESPONDENTS  FROM 

CLASS  OF 

'94  WITH  SIX-FIGURE 

PACKAGE 

STANFORD 

53.7% 

HARVARD 

52.1 

DARTMOUTH  39.2 

WHARTON  33.3 

NORTHWESTERN 

30.8 

TOP  UNDERGRADUATE 
SCHOOLS 


SHARE  OF  ALL  SIX-FIGURE  GRADS 

ENGINEERING  21.9% 

BERKELEY 

3.2% 

ECONOMICS  19.2 

PENNSYLVANIA 

2.9 

FINANCE  9.1 

DARTMOUTH 

2.7 

BUSINESS  5.2 

HARVARD 

2.7 

ACCOUNTING  3.4 

STANFORD 

2.7 

TOP  CAREER  PATHS  1 

1         TOP  RECRUITERS 

CONSULTING 

46.3% 

SHARE  OF  ALL  SIX-FIGURE  GRADS 

FINANCE 

13.6 

McKINSEY  10.4% 

INVESTMENT 
BANKING 

8.8 

B00Z,  ALLEN 

&  HAMILTON  7.2 

GENERAL 

BAIN  4.7 

MANAGEMENT 

5.1 

BOSTON 

MARKETING 

3.7 

CONSULTING  GROUP  4.2 

DATA:  BUSINESS  WEEK 

GEMINI 

CONSULTING  4.2 

Awarding  big  premiums  for  young  talent  has  its  d 
backs.  A  major  one  is  the  morale  problem  that  comes  v 
newly  hired  mbas  are  paid  more  than  people  who  1 
been  with  a  firm  for  a  long  time,  says  Mcllhattan  of  E 
&  Young's  consulting  practice.  "And  today,  it  seems 
everyone  knows  what  they  make.  Years  ago  that  use 
be  taboo.  As  soon  as  everyone  else  knows,  my  office  Y 
line  outside  it." 

To  blur  such  discrepancies,  many  consulting  firms  are 
ding  the  packages  with  all  kinds  of  bonuses  while  tryir  c" 
keep  base  salaries  under  control.  One  of  the  most  pop 
bennies  this  year  is  reimbursing  students  for  a  year's  w 
of  tuition — a  benefit  of  $20,000 — if  they  sign  up  after  d 
a  summer  internship.  "This  is  something  I  have  n 
seen  before,"  says  Thomas  F.  Keller,  dean  of  Duke's  1 
ness  school.  To  compete,  some  nonconsulting  firms  an 
fering  different,  if  less  costly,  perks.  American  Airline 
fered  some  graduates  a  round-trip  ticket  to  fly  anywhe: 
their  system. 

The  most  lucrative  offers,  of  course,  are  lavished  on  g 
uates  of  the  very  best  schools.  But  even  institutions  wit 
the  glamour  of  a  Dartmouth  or  a  Northwestern  found  t 

graduates  earning  record) 
wmmmmmmmmmmmmmmmmmmmmm   aries  this  year.  "It's  a  sel 

market  at  the  top  busi 
schools  and  a  real  strong : 
ket  at  the  next  tier  do' 
says  Maury  Hanigan,  a 
York-based  consultant 
helps  companies  recruit  M 
At  the  College  of  Willia 
Mary,  for  example,  the 
centage  of  MBAS  quickly  1 
ing  jobs  has  risen  every 
for  the  past  five  years,  to 
for  the  Class  of  1994.  ' 
graduates  should  incrc 
their  lifetime  earnings 
$300,000  because  of  the  M 
figures  Alfred  N.  Page 
of  the  college's  business  scl 
Even  so,  deciding  whe 
or  not  to  go  for  the  degree 
be  a  difficult  decision.  M 
prospective  students  aire 
hold  good  jobs  that 
$30,000  to  $50,000  a  y 
Stanford's  Lesyna  had 
working  as  an  engineer  fo1 
AlliedSignal  Inc.  divisio: 
nine  years  when  he  decidi 
go  for  an  mba  at  the  age  o: 
He  quit  his  well-paying 
moved  his  wife  and  t 
small  children  from  Ger: 
to  California,  and  lived  of] 
401(k)  money  and  his  w: 


year  stint  at  Stanford.  "It 
tough  being  out  of  work 
two  years,"  says  Lesyna, '! 
there  is  absolutely  no  q\ 
tion  in  my  mind  that  I  m 
the  right  decision."  For  L< 
na  and  many  of  his  classma 
the  proof  is  in  the  paj 
this  year. 

By  Lori  Bongiomo  and  J 
A.  Byrne  in  New  York 


bonus,  and  other  compen- 
sation in  their  first  year  of 
work.  The  MBA  who  lands 
a  six-figure  package  is  most 
likely  to  be:  male  (81%),  28, 
a  graduate  of  Stanford 
Business  School,  and  one  of 
McKinsey  &  Co.'s  300  re- 
cruits this  year. 
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MAJORS 


72  BUSINESS  WEEK  /  OCTOBER  24,  1994 


WE  B-SCHOOL  PROFS 
r  THE  HEAD  OF  THEIR  CLASS 

lusiasm,  preparation,  and  an  abiding  effort  to  transfer  knowledge  set  them  apart 

m  the  moment  Jeremy  J.  Siegel  shuffled  to  the  front  of 
s  classroom  at  Highland  Park  High  School  in  Illinois  at 
i  age  of  14,  he  knew  he  was  destined  to  become  a  teach- 
3n  then,  as  a  skinny  sophomore  with  thick  glasses,  Sie- 
n  the  undivided  attention  of  the  students  with — of  all 
— a  passionate  speech  on  the  Crash  of  1929.  "My  goal 
»  get  up  there  and  not  freeze,"  remembers  Siegel,  an 
nics  professor  at  the  University  of  Pennsylvania's 
on  School.  "It  went  exceedingly  well,  and  I  began  to 
^plaining  things  to  people." 

i  people  apparently  love  to  have  Siegel,  now  48,  ex- 
hings  to  them.  The  wiry  and  energetic  professor's  ex- 
le  in  teaching  has  made  him  a  Wharton  institution. 
business  week  asked  the  members  of  the  Class  of 
,t  44  prominent  schools  to  name  the  most  effective 
rs  they  had  had,  no  professor  scored  higher  approval 
s  than  Siegel.  business  week's  list  of  the  top  dozen 
ss  educators  was  culled  from  surveys  of  4,608  gradu- 
[BAs  were  asked  to  name  their  two  best  teachers.  The 
i  with  the  highest  percentage  of  votes,  adjusted  by 
size,  made  the  list  (table,  page  74). 
>TS  AND  STICKS.  These  top  teachers  are  a  varied  lot. 
boast  stellar  reputations  that  extend  far  beyond  the 
>om,  including  Michigan's  C.  K.  Prahalad,  whose  co-au- 
essay  on  core  competencies  is  the  Harvard  Business 
v's  most  reprinted  article,  and  Siegel,  whose  trenchant 
is  of  the  stock  and  bond  markets  has  made  him  among 
>st  quoted  B-school  economists.  Not  surprisingly,  the 
ty  teach  finance,  the  mainstay  of  business  education, 
have  tenure — with  the  exception  of  34-year-old  Steven 
}lan  of  the  University  of  Chicago, 
these  masters  of  the  classroom,  recent  efforts  by  many 
3  to  nurture  and  reward  good  teaching  are  vindication 
lemic  careers  focused  on  the  transfer  of  knowledge  to 
its  rather  than  the  publication  of  esoteric  research  in 
"ly  journals.  For  years,  they  have  seen  mediocre  teach- 
in  promotions  and  tenure  only  because  they  were  pro- 
searchers.  With  a  handful  of  exceptions  such  as  Har- 
Dartmouth,  and  Virginia,  most  B-schools  clearly  put 
:ater  value  on  scholarly  research  than  teaching  ability, 
t's  slowly  changing.  Deans  are  using  a  variety  of  carrots 

and  sticks  to  im- 
prove classroom 
performance.  They 
are  handing  out 
bigger  merit  in- 
creases for  teach- 

44 1  need  the  fix  of 
talking  in  front  of  a 
group  of  people  about 
something  I  enjoy.  ?f 


At  14,  after  giving  a  speech  about 
the  Crash,  44  I  began  to  love 
explaining  things  to  people. f  ? 

—JEREMY  SIEGEL,  University  of  Pennsylvania 


-ASWATH  DAMODARAN 
New  York  University 


ing  and  weeding  out  lackluster  nontenured  professors.  At  New 
York  University's  Leonard  N.  Stern  School  of  Business,  a  new 
associate  dean  is  creating  detailed  teaching  "portfolios"  to  be 
used  for  all  tenure  decisions.  The  University  of  Rochester's  Wil- 
liam E.  Simon  Graduate  School  of  Business  has  launched 
systematic  peer  reviews  that  lead  to  formal  written  evaluations 
for  all  instructors.  And  at  Columbia  University,  the  dean  kept 
one  poorly  performing  teacher  with  tenure  out  of  the  classroom 
for  two  full  years  until  coaxing  him  into 
early  retirement. 

The  top  profs  applaud  such  efforts.  But 
they  also  maintain  that  leading-edge  re- 
search is  vital  to  superior  teaching.  "The 
stock  value  of  teaching  is  going  up,  but 
at  the  same  time  you  don't  want  to  di- 
minish the  research  because  that  is  the 
raw  stuff  we  work  from,"  says  John  A. 
Boquist,  a  much  admired  finance  professor 
at  Indiana  University's  B-school. 

While  some  of  them  do  little  ground- 
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breaking  research,  most  are  hardly  slouches  when  it  comes  to 
research  and  publication.  Chicago's  Kaplan  is  an  associate 
editor  of  four  scholarly  journals  and  author  of  20  published  ar- 
ticles on  corporate  governance  and  leveraged  buyouts.  Rob- 
ert F.  Brunei-,  a  profes- 
sor at  the  University 
of  Virginia's  Darden 
School,  is  author,  co-au- 
thor, or  supervisor  of 
161  case  studies  and  technical  notes.  Columbia's  Bruce  C.  N. 
Greenwald,  who  earned  a  6.9  student  rating  on  a  l-to-7  scale 
in  microeconomics,  has  published  nearly  30  academic  arti- 
cles. Northwestern  University  marketing  dynamo  Louis  W. 
Stern  has  consulted  for  the  likes  of  IBM,  Ford,  at&t,  Eastman 
Kodak,  and  General  Electric. 

NAMES  AND  FACES.  What  really  sets  these  professors  apart  is 
their  enthusiasm  for  teaching  and  their  genuine  interest  in 
their  students.  "If  you  don't  show  enthusiasm  and  life,  it 
would  be  perfectly  all  right  for  the  students  to  put  their 
heads  on  their  desks  and  go  to  sleep,"  says  Stern.  Aswath  Da- 
modaran,  the  boyish-looking  finance  maven  at  New  York  Uni- 
versity, has  gotten  so  wrapped  up  in  his  teaching  that  he  has 
fallen  off  the  raised  platform  at  the  front  of  his  class  several 
times.  A  self-described  teaching  addict,  he  became  the  young- 
est winner  of  the  university-wide  Great  Teacher  Award  in 
1990  at  the  age  of  33.  "I  need  the  fix  of  talking  in  front  of  a 
group  of  people  about  something  I  enjoy,"  says  Damodaran. 

All  of  these  teachers  also  spend  many  hours  preparing  for 
their  classes — and  expect  students  to  do  the  same.  Says  Shar- 
on Oster,  the  top-rated  professor  at  Yale  University's  School 
of  Organization  &  Management:  "I've  never  been  one  to  wing 
it  in  the  classroom."  Chicago  mbas  walking  into  Kaplan's  class 
are  often  startled  when  he  greets  them  by  name:  The  profes- 
sor memorizes  the  names  and  pictures  of  all  his  students  be- 
fore the  first  day  of  class.  "It  tells  them  I'm  taking  this  seri- 
ously and  they  ought  to  as  well,"  says  Kaplan.  Bruner 
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Masters  of  the  Classroom 

mbas  single  out  these  professors  as  the  best  teachere 
in  the  world  of  business. 
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regularly  invites  mbas  to  his  home  for  dinner,  and  Siegel 
pects  to  hold  a  dozen  luncheons  with  students  this  year.  R 
dolph  P.  Beatty  of  Southern  Methodist  University  is  knc 
for  the  copious  comments  he  often  jots  in  the  margins  of 
dent  papers. 

Many  of  these  teachers  say  they  strive  to  blend  the 
and  real-life  examples  in  class.  The  professors  say  if  t 
can  show  mbas  why  the  theory  is  important,  they'll  listen 
you're  trying  to  teach  someone  how  to  hit  a  baseball, 
can  talk  about  the  theory  of  hitting  a  baseball,  but  they're 
er  going  to  learn  how  to  hit  one  until  they  get  into  a  bat 
cage  and  take  cuts,"  says  Gerald  Lynch  of  Purdue  Unive 
SCUBA  duba.  A  good  many  also  have  a  fair  bit  of  the  acto 
them.  They're  provocative,  challenging,  and  witty  in  the  cli 
room,  peppering  lectures  with  jokes, 
dotes,  and  highly  personal,  sometimes 
barrassing  stories  about  themsel 
Stern  tells  classes  that  he  once  ruined 
quarterly  profits  of  an  entire  divisior 
retailer  Filene's  because  of  the  way 
took  markdowns  as  a  student  intern  th< 
"It's  sort  of  like  performing:  When  ? 
do  something,  you  see  the  students'  e; 
light  up,  and  that's  really  exhilaratir 
says  Kaplan.  Indiana's  Boquist  once  ti 
the  acting  analogy  literally:  For  a  c 
study  on  a  company  making  diving  eqi 
ment,  he  filmed  his  own  instructional  \ 
eo.  Clad  in  scuba  gear  and  wading  i 
swimming  pool,  he  led  students  throi( 
the  case's  fundamental  points  on  c 
flows  via  videotape. 

Goofy?  Sure.  But  it's  a  lesson  not  li 
ly  to  be  forgotten  by  his  students.  L 
Siegel,  these  are  teachers  who  know  h 
to  make  financial  arcana  compelling — 
ages  14  and  up. 

By  Lori  Bniii/inrim  in  Netv  Y< 
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400  city  offices 
worldwide. 


itep  into  one  of  the  400  city  ticket  offices  of  Delta  Air  Lines,  Singapore  Airlines  or  Swissair  all  over 
le  world,  and  you  can  count  on  friendly  assistance  and  responsive  service  as  you  book,  confirm  or 
eschedule  any  flight  with  any  of  us.  That's  because  the  smile  that  counts  most  is  yours. 
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THE  STARBUCKS  ENTERPRISE 
SHIFTS  INTO  WARP  SPEED 

Despite  signs  of  a  slowdown,  the  gourmet  coffee  chain  plans  to  open  200  more  stores 

Dallas,  and  Houston.  Almost  two 
lion  Americans  hit  Starbucks  weekl; 
skinny  lattes  and  no-whip  moc 
Now,  with  425  stores  in  place,  Sc. 
has  bigger  plans  brewing.  Over  the 
year,  Starbucks  will  open  200  r 
stores  and  move  into  Philadelphia 
Las  Vegas.  At  the  same  time,  Starb 
has  announced  plans  to  expand  abi 
Next  year,  it  will  launch  a  new  bo 
coffee  drink. 

But  it  is  entering  new  terrain 
as  the  company  has  hit  a  snag.  A  s 
down  in  sales  at  stores  open  a  ye< 
more  has  brought  its  sky-high  s 
price — Starbucks  recently  traded  a 
times  estimated  1994  earnings — bai 
earth.  With  rivalry  increasing  and  c 
prices  up,  even  longtime  bulls  a 
Starbucks  is  taking  on  too  m 
"They've  shown  they  can  open  up  st< 
but  to  open  in  so  many  regions  at 
requires  a  whole  different  level  o 
ganizational  growth,"  says  analyst  J> 
Michel  Valette  of  Hambrecht  &  ( 
Inc.  "With  such  a  high-multiple  s 
you  can't  afford  any  uncertain 
Schultz's  re 

CEO  SCHULTZ: 

"Hire  people 
smarter  than 
you  and  get  out 
of  their  way" 


Before  Starbucks  Corp.  opened  its 
first  Manhattan  store  last  March, 
the  Seattle-based  chain  of  trendy 
coffee  bars  carefully  studied  cus- 
tomers at  local  coffee  shops.  New  York- 
ers, it  concluded,  preferred  drip  coffee  to 
the  exotic  espresso-based  drinks  that 
have  made  Starbucks  famous.  So,  when 
the  company  designed  its  store  on  Man- 
hattan's Upper  West  Side,  it  provided 
extra  drip  coffee  makers  and  cut  back 
espresso  machines.  But  opening  day  was 
a  surprise:  Drip  coffee  went  virtually 
untouched,  while  lines  for  espresso 
snaked  out  the  door. 

When  you're  opening  150  stores  a 
year  in  new  markets  across  the  U.  S., 
you  have  to  expect  glitches.  Yet  so  far, 


Starbucks'  rapid  rollout  has  been  near- 
ly trouble-free.  From  nine  Seattle  stores 
in  1987,  Chief  Executive  Howard 
Schultz  exported  Starbucks'  chic  cafes 
around  the  West  Coast,  and  last  spring, 
to  New  York,  Boston,  and  Minneapolis. 
This  fall,  Starbucks  moves  into  Atlanta, 


To  keep  its  image  fresh, 
Starbucks  has  its  own 
in-house  designers 
and  architects 


itC 


has  worked  wel 
far.  In  Novem 
Starbucks  should  y 
nounce  earning 
about  $13  millior 
the  fiscal  year  en 
Oct.  2,  up  53%  from  1993's  $8.5  mill 
Sales  of  $285  million  were  up  7495 
1993's  $163.5  million.  By  2000,  Sch 
wants  to  quadruple  sales  to  $1  bil' 
But  success  has  brought  a  host  of 
competitors.  Fort  Lauderdale-ba 
Brothers  Gourmet  Products  Inc.  is  o] 
ing  an  80-store  chain  of  Brothers  co 
bars,  while  Seattle's  Best  Coffee  plarl 
franchise  nearly  500  stores  nationv 
within  the  next  five  years.  And  as  ml 
and-pop  espresso  stands  pop  up  onji 
ery  corner,  big  players  such  as  Dun^ 
Donuts  are  improving  their  coffee! 
ferings.  Analysts  expect  Starbucks'  u 
erating  margin,  now  at  7.8%,  to  su: 
"The  returns  are  not  going  to  b< 
great  as  in  the  past,"  says  analyst  J 
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Revolutionizing  an  industry  happens 

r\r*Ck  in  <*\  lifof  Jtnn  f^Ylz/Yiz  rv\^\\rV\a  t\\Ana 


Then  the  world  asked  for  color, 
r  Canon  responded  with  the 
lutionary  Color  Laser  Copier. 
/  Canon  is  answering  today's  color 
Is  with  a  visionary  new  generation 
olor  solutions,  the  Canon  Color 
:r  Copier  800  and  700. 
This  new  breed  of  copiers  pro- 
:s  images  so  sharp,  so  vivid,  they're 
jally  indistinguishable  from  the 
inal.  And  Canon's  new  copiers  are 
ily  productive,  too. 
They  make  a  swift  seven  full- 
r  copies  per  minute  on  a  variety  of 
erials  including  card  stock. 


Auto-feed  OHP  transparencies  effi- 
ciently by  cassette.  Make  multi-page 
documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color  Laser 
Copier  800  is  the  first  color  copier 
ever  to  offer  Auto  Duplexing  for  auto- 
matic two-sided  copies. 

You  can  also  transform  these  new 
color  copiers  into  ultrafast,  full-color, 
plain  paper  printers  with  optional 
print  controllers  and  Intelligent 
Processing  Units  (IPUs),  so  you  can 
make  brilliant  color  output  directly 
from  your  computer  or  network. 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the  new 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 


I  Canon  U  S  A.,  Inc. 


Canon 


The  Corporation 


B.  Rogers  of  Jensen  Securities  Co.  in 
Portland. 

Yet  if  Starbucks'  rapid  expansion  is 
fraught  with  risks,  even  competitors  say 
it's  a  model  of  a  small  company  prepar- 
ing well  for  growth.  Many  small  entre- 
preneurial companies  stumble  as  sales 
explode,  but  Schultz  has  stocked  Star- 
bucks with  experienced  managers  from 
bigger  chains  and  invested  heavily  in 
its  personnel,  information  systems,  and 
facilities.  "If  we  are  going  to  build  a  100- 
story  skyscraper,  we  have  to  build  a 
foundation  strong  enough  to  sustain  100 
stories,"  says  Schultz.  "I  believe  in  the 
adage:  Hire  people  smarter  than  you 
are  and  get  out  of  their  way."  Adds  Star- 
bucks board  member  Craig  Foley,  a  ven- 
ture capitalist  with  the  Dallas-based 
Phillips-Smith  Specialty  Retail  Group 
who  has  worked  with  hundreds  of  small 
companies:  "What's  unusual  about  Star- 
bucks is  that  it  has  a  founder  able  to 
grow  with  the  company." 

While  Schultz  wasn't  Starbucks'  true 
founder — it  began  in  1971  as  a  gourmet 
coffee  bean  store — he  built  it  up  after 
buying  it  with  local  investors  in  1987 
for  $3.8  million.  Inspired  by  a  trip  to 
Italy,  Schultz  began  opening  stylish  cof- 
fee bars  serving  espresso  drinks. 


Rivalry  is  growing, 
coffee  prices  are 
higher.  Is  Starbucks 
taking  on  too  much? 


At  first,  Starbucks  lost  money  as 
Schultz  spent  heavily  to  prepare  for  ex- 
pansion. Most  important  was  manage- 
ment. By  1990,  he  had  hired  two  key 
executives:  Howard  Behar,  former  pres- 
ident of  outdoor  resort  developer  Thou- 
sand Trails  Inc.,  and  Orin  Smith,  from 
freight  forwarder  Danzas  Corp.  They 
decided  to  focus  on  high-end  gourmet 
coffees.  To  maintain  quality,  Starbucks 
roasts  all  its  coffee  in-house.  It  also 
turned  down  lucrative  alternatives  such 
as  franchising  and  supermarket  distribu- 
tion. All  stores  are  company-owned. 

Schultz  also  filled  his  middle  ranks 
with  experienced  managers  from  compa- 
nies such  as  Taco  Bell,  Wendy's,  and 
Blockbuster.  One  regional  vice-presi- 
dent ran  2,500  Burger  Kings  before  join- 
ing Starbucks.  "That's  what's  given  us 


the  base  to  grow,"  says  Smith,  wh(be- 
came  president  in  June.  Equally  crla 
are  the  Starbucks  "baristas"  who  |e-  - 
pare  its  coffee  drinks.  Rather  tharftie 
high  schoolers  and  immigrants  usip\ 
hired  by  fast-food  chains,  Starbijk; 
finds  its  recruits  in  colleges  and  dpi 
munity  groups  and  gives  them  24  h$r: 
training  in  coffeemaking  and  lore— »' 
to  creating  the  hip  image  and  qufiti 
service  that  build  customer  loy*y  [ 
MOUNDS  OF  DATA.  Behind-the-sc|e! 
operations  are  also  typical  of  retafa-: 
many  times  Starbucks'  size.  Invesiii 
heavily  in  a  computer  network  toil! 
his  expanding  empire,  Schultz  hir| . 
top  information-technology  speci  b 
from  McDonald's  Corp.  to  design 
based  point-of-sale  system  that  al 
managers  to  carefully  track  sales 
night,  store  PCs  pass  informatio 
Seattle  headquarters,  so  planners  qi  ; 
ly  spot  regional  buying  trends. 

To  keep  its  image  fresh  and  fas!  n 
able,  Starbucks  has  designers  and  a  I)  ; 
tects  in-house.  At  headquarters,  dei 
ers  examine  palettes  of  soft-colored 
and  test  the  angle  of  banquette 
backs.  Site  selection  is  also  key.  The 
estate  division  begins  work  up  to  store 
months  before  a  store  opening,  sii  i 


The  Theatre. 


POWERED  BY 
MOTOROLA 


When  it  comes  to  televisions,  the  RCA  52"  Home  Theatre"  takes  center  stage.  It's  one  of  the 
brightest,  sharpest  and  most  sophisticated  RCA  projection  televisions.  And  with  features  like 
Closed  Captioning,  Pivin-Pix  and  broadcast  stereo,  it  elevates  home  theater  to  a  high  art. 
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ids  of  data  on  the 
le,  education,  and 
3-buying  habits  in 
jw  market, 
e  upscale  image 
ft  appeal  to  every - 
Rival  Brothers 
met  Products,  al- 
y  established  in 
is  opening  a  chain 
jthers  coffee  bars, 
t  is  aiming  for  a 
c  American  look, 
lon't  use  mystical 
e  language.  We 
set  baristas  four 
aff  the  ground," 
Srothers'  CEO,  Den- 
ver. "Starbucks  is  more  of  a  cult." 
rbucks  is  now  seeing  its  first  signs 
wdown.  Although  sales  from  ex- 
stores  grew  20%  annually  in  the 
they  rose  just  9%  in  fiscal  1994. 
:r  coffee  prices  also  hurt  sales.  Al- 
ii overall  revenues  were  still  up 
he  slowdown  worried  many  inves- 
3ince  June,  Starbucks'  stock  has 
ed  from  32/2  to  25%. 
BREW.  But  Schultz  argues  that  in 
•ket  far  from  saturation,  slow 
h  in  established  stores  is  no  worry, 
rkets  such  as  New  York,  sales  at 
tores  are  hitting  capacity  quick- 
id  in  popular  locations,  Starbucks 


STARBUCKS'  POTENT  BREW 


RAPID  STORE 
GROWTH... 


...KEEPS  SALES  AND 
EARNINGS  PERKING 
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purposely  opens  stores  near  old  ones  to 
cut  lines.  Portfolio  manager  Brooke  de 
Boutray  of  Seattle-based  Zevenbergen 
Capital,  which  owns  just  under  1%  of 
Starbucks,  agrees — and  says  the  stock 
drop  is  a  buying  opportunity.  "Starbucks 
has  the  financial  flexibility  and  manage- 
ment strength  to  handle  growth,"  she 
says.  "We  see  them  becoming  the  Mc- 
Donald's of  the  gourmet  coffee  business." 

Other  risks  lie  ahead,  though.  In  June, 
Starbucks  made  its  first  acquisition,  buy- 
ing The  Coffee  Connection  Inc.,  a  23- 
store  Boston  rival,  for  about  $23  mil- 
lion. Although  the  move  gives  Starbucks 
a  new  market  without  a  fight,  integrat- 


ing the  chain  may  be  dif- 
ficult. And  in  1995,  Star- 
bucks plans  to  team  up 
with  foreign  partners  to 
open  stores  in  Europe 
and  Asia.  But  the  Star- 
bucks chic  may  not  ap- 
peal overseas. 

Most  risky  is  a  ven- 
ture with  PepsiCo,  an- 
nounced in  August,  to 
develop  a  bottled  coffee 
drink  under  Starbucks' 
name  and  distributed 
through  Pepsi's  net- 
work. That  worked  for 
Pepsi's  venture  with 
Lipton  Tea  Co.,  winning 
the  No.  1  spot  in  supermarkets  for 
ready-made  iced  tea.  But  many  Ameri- 
cans don't  drink  cold  coffee,  and  a  cold 
cappuccino  drink,  Cappio,  from  General 
Foods  Cos.,  flopped  in  the  U.  S. 

Such  risks  are  just  another  challenge 
for  a  man  who  has  already  changed 
America's  coffee-drinking  habits.  "It 
tastes  wonderful,"  Schultz  says  of  the 
new  drink.  "We  wouldn't  develop  it  if 
we  thought  it  would  taint  our  brand  eq- 
uity." If  Schultz  has  his  way,  customers 
will  soon  be  clamoring  for  Starbucks 
iced  coffee  the  way  they  line  up  for  mo- 
chas in  Manhattan. 

By  Dori  Jones  Yang  in  Seattle 


The  Director. 

The  Home  Theatre's  impressive  performance  comes  from  a  Motorola  68HC05  microcontroller.  It  not 
only  controls  the  basic  functions;  it  also  incorporates  the  first  on-chip  Closed  Captioning  decoder  in  the 
industry.  From  televisions  to  computers,  products  powered  by  Motorola  are  fast  becoming  a  way  of  life. 


M)  MOTOROLA 

Microcontrollers 


The  Workplace 


UNIONS 


IF  YOU  CANT  BEAT  EM, 
BUY  'EM 

Steelworkers-owned  plants  offer  half  union  pay  but  25%  equity 


For  years,  the  United  Steelwork- 
ers  (usw)  has  watched  helplessly 
as  nonunion  minimills  have 
grabbed  market  share  and  jobs 
from  major  steelmakers.  The  union 
tried  to  organize  the  upstarts  but  had 
little  luck.  Now,  it's  tackling  them  on 
their  own  turf. 

In  late  September,  the  usw  formed 
what  amounts  to  a  joint  venture  with  a 
New  York  investment  group  to  buy  two 
high-cost  plants  that  Bethlehem  Steel 
Corp.  shut  down  in  1992.  The  union 
agreed  to  flexible  work  rules  and  mini- 
mill-like  pay  scales  that  are  only  half 
what  union  members  make  at  integrat- 
ed mills.  In  return,  workers  at  the  new 
company,  called  brw  Steel  Corp.,  get  a 
25%  equity  stake  and  two  seats  on  the 


board  of  directors — plus  800  jobs 
(table). 

The  new  approach  is  a  big  gamble  for 
the  union.  If  it  works,  the  usw  may 
have  a  model  for  fighting  off  minimills. 
The  union  may  even  be  able  to  use  brw 
as  an  organizing  tool  by  showing  mini- 
mill  workers  that  unionization  could 
bring  them  an  equity  stake.  However, 
because  brw  will  compete  against  big 
steelmakers,  it  gives  them  an  opening  to 
demand  similar  pay  and  work  rules. 
ROCKY  ROAD.  The  brw  pact  didn't  come 
easily.  In  1992,  the  union  angered  many 
people  when  it  nixed  a  deal  set  up  by 
Pennsylvania  Governor  Robert  P. 
Casey,  a  longtime  union  ally.  He  had 
found  an  Indonesian  company,  Ispat 
Group,  that  was  willing  to  invest  $100 


VICTORY:  Veritas  partner  Tom  Carqm 
bell  and  family  party  with  the  t/Sw: 

 |;pc 

million  in  the  Bethlehem  plants,  Br: 
largest  of  which  is  in  Johnstown,  p 
But  the  union  opposed  Ispat's  tern;' 
which  were  similar  to  brw's  but  witm 
the  equity.  It  drove  Ispat  off  witl*-  - 
even  letting  unemployed  BethleA 
workers  vote  on  its  offer.  Some  JoH  v 
town  residents  were  angry  and  some 
even  torched  the  union  hall. 
Within  months,  however,  the 
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CAN  THE  STEELWORKERS  TAKE 
ON  THE  MINIMILLS? 

The  United  Steelworkers  has  agreed 
to  a  minimill-like  contract  to  help 
revive  two  plants  at  a  former 
Bethlehem  Steel  division, 
now  called  BRW  Steel  Corp. 


BETHLEHEM 
STEEL 


BRW 
STEEL 


NUMBER  OF  EMPLOYEES  2.250 


800  by  1997 


ANNUAL  OUTPUT 

700,000 

500.000 

tons 

tons 

NUMBER  OF  JOB  TYPES 

30 

5 

PAY  AND  BENEFITS 

$24/hour 

$16/hour.  plus 

25%  of  equity 

DATA:  VERITAS  CAPITAL  INC.,  BETHLEHEM  STEEL  CORP. 
UNITED  STEELWORKERS 


id  a  tentative  agreement  with 
fork-based  Veritas  Capital  Inc. 
up  brw.  The  result  is  a  company 
fill  have  more  in  common  with 
Corp.  minimiils  than  with  Beth- 
Steel — or  with  smaller  steel  com- 
where  the  union  has  swapped 
sions  for  equity.  Instead  of  Beth- 
s  30  job  categories,  brw  will  have 
ve  flexible  groupings.  Workers 
trained  to  do  different  jobs,  as  in 
inis,  and  will  be  encouraged  to 
whatever  problems  come  up.  And 


pay  starts  at  $16 
an  hour,  including 
benefits,  much 
closer  to  base  pay 
at  minis  than  the 
$32  average  at  in- 
tegrated mills. 

That  spells  less 
power  for  the 
union,  which  was  a 
sacrifice  leaders 
were  unwilling  to 
make  for  the  In- 
donesian company. 
But  if  workers  are 
shareholders,  it 
doesn't  look  so  bad. 
For  starters,  the 
pay  and  lean  orga- 
nization  should 
make  brw  compet- 
itive with  rivals  in  the  bar-and-wire  prod- 
ucts it  will  make,  mostly  for  the  auto  in- 
dustry. What's  more,  Veritas  got  the 
plants,  which  cost  Bethlehem  some  $500 
million,  for  .$25  million.  And  Pennsylvania 
and  New  York  are  chipping  in  $51.5  mil- 
lion worth  of  low-interest  loans  to  mod- 
ernize them. 

brw's  handicap  is  the  230-mile  shut- 
tle from  Johnstown  to  its  finishing  mill 
in  Lackawanna,  N.  Y.  That  adds  $14  per 
ton  to  costs.  "They've  got  their  work 
cut  out  for  them,"  says  James  A.  Todd, 


chairman  of  minimill  Birmingham  Steel 
Corp.  Still,  Veritas  President  Bob 
McKeon  says  brw  will  undercut  its  com- 
petitors by  as  much  as  25%.  "Their  costs 
include  massive  corporate  overhead," 
he  says,  plus  "huge  depreciation  and 
amortization  costs." 
"LEAP  OF  FAITH."  While  former  Bethle- 
hem workers  would  welcome  success  at 
brw,  it  would  put  more  strain  on  the 
union's  relations  with  major  steelmak- 
ers. Last  year,  usw  leaders  signed  far- 
reaching  cooperative  agreements  with 
Big  Steel  that  cut  work  rules  and  tie 
pay  to  production.  Even  so,  steelmak- 
ers' costs  remain  higher  than  the  minis. 
Union  leaders  say  they're  not  worried 
about  brw  undercutting  the  pact,  be- 
cause it  won't  be  up  and  running  for 
two  years. 

Still,  the  usw  probably  doesn't  have 
much  choice  if  it  wants  to  stay  compet- 
itive. Indeed,  the  union  is  already  ham- 
mering out  a  similar  deal  with  British 
investors  at  shuttered  Sharon  Steel 
Corp.  in  Farrell,  Pa.  The  usw  "had  to 
make  a  leap  of  faith  to  embrace  the 
work  practices  and  cost  structures  of 
minimiils,"  says  Pennsylvania  Com- 
merce Secretary  Andrew  T.  Greenberg. 
The  union  may  be  making  similar  leaps 
in  the  future. 

By  Keith  L.  Alexander  and  Stephen 
Baker  in  Johnstown,  Pa. 
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YOU  CAN'T  KEEP 
A  REICHMANN  DOWN 

Paul  is  scouting  New  York  properties  again — and  may  even  be  trying  to  buy  back  debt 


They  are  easy  to  overlook — those 
small  rectangular  boxes  at  each  of 
the  elevators  on  the  12th  floor  of 
237  Park  Avenue.  This  is  the  U.  S.  head- 
quarters of  what  once  was  the  nation's 
mightiest  power  in  commercial  real  es- 
tate— Olympia  &  York  Developments 
Ltd.  (o&y).  The  little  boxes,  mezuzahs 
held  sacred  by  devout  Jews,  contain  pas- 
sages from  the  Hebrew  scriptures. 
When  the  Hungarian-born  financier  Paul 
Reichmann  lost  control  of  o&Y  in  1992, 
after  the  failure  of  Canary  Wharf  in 
London  touched  off  the  o&Y  empire's 
collapse,  the  mezuzahs  stayed. 

It  was  a  sign  of  respect  for  the  soft- 
spoken,  deeply  orthodox  Reichmann. 
Loyalty  to  Reichmann  has  remained 
strong  at  o&Y,  even  as  its  executives 
wrestled  with  the  firm's  $5  billion  in 
debt,  a  messy  melange  of  legal  disputes, 
and  a  multinational  herd  of  creditors  so 
discontented  that  former  Secretary  of 
State  Cyrus  R.  Vance  was  called  in  last 
year  to  mediate.  The  legal  wrangle  is 
as  complex,  and  heated,  as  ever.  But  to- 
day the  mezuzahs  at  237  Park  have  be- 
come emblematic  of  the  resiliency  of  the 
man  who  put  them  there.  The  world  of 
New  York  real  estate  is  abuzz:  Paul 
Reichmann  is  back. 

POWERFUL  PARTNER.  According  to  his 
friends  and  rivals  in  New  York  real  es- 
tate, Reichmann  has  been  scouting  Man- 
hattan office  properties  over  the  past 
few  weeks.  And  although  Reichmann, 
through  a  spokesman,  denies  it,  there 
are  persistent  reports  circulating  in 
New  York  real  estate  circles  that  he  has 
even  made  a  thus-far  fruitless  effort  to 
buy  o&Y  debt.  That  is  not  as  far-fetched 
as  it  seems.  Reichmann  is  believed  to 
have  patched  up  a  quarrel  with  his  new 
backer,  the  famed  investor  George 
Soros — a  dispute  that  threatened  to  tor- 
pedo their  year-old  joint  venture,  the 
$500  million  Quantum  Realty  Trust  off- 
shore fund. 

With  Soros'  money  apparently  still 
behind  him,  Reichmann  cannot  be 
counted  out  as  a  potential  player  in  the 
restructuring  of  o&Y,  despite  the  lega- 


cy of  Canary  Wharf  and  financial  trou- 
bles elsewhere,  particularly  in  Canada. 
"A  bad  rap  lasts  a  year  or  two,  and  then 
it's  'forgive  and  forget.'  I  would  view 
Reichmann  as  a  logical  participant"  in 
the  O&Y  restructuring,  notes  Peter 
Hauspurg,  chairman  of  Eastern  Con- 
solidated Properties  Inc.,  a  New  York 
commercial  real  estate  firm.  Paul  Reich- 
mann's  quest  to  return  to  the  scene  of 
some  of  his  greatest  triumphs  is  but  the 
latest  chapter  in  New  York's  longest- 
running  real  estate  drama:  "Whither 

O&Y?" 

The  stakes  are  high.  At  issue  is  not 
just  the  o&Y  U.  S.  holdings  (chart),  and 
the  $5  billion  owed  on  them  to  an  ar- 
ray of  creditors  from  Citibank  to  Sanwa 
Bank  Ltd.  to  an  assortment  of  Cana- 


dian and  Hong  Kong  institutions.  T 
large  extent,  the  fate  of  o&Y — still  N 
York's  largest  office  landlord — will 
termine  whether  the  city's  downto 
real  estate  will  continue  to  languish 
finally  revive. 

So  long  as  o&Y  remains  in  a  twili 
zone,  the  same  will  be  true  for  the  rjih  it 
of  lower  Manhattan,  which  is  aire; 
overburdened  with  a  host  of  antiqua 
buildings.  Tenants  entering  into  lo 
term  leases  want  to  have  some  idei 
who  their  landlord  will  be — and  th; 
anything  but  certain  for  the  o&Y  bu 
ings.  "It's  difficult  to  do  a  deal  when 
ownership  of  a  property  is  in  doul 
notes  Nathan  Aber,  a  former  top 
official  who  is  president  of  AmTrust 
alty,  a  New  York  firm  that  has  been  1 


Mti 


ankc 


O&Ys  Main  U.S. 
Holdings 

Property  &  Rentable  Space 
(square  feet) 

WORLD  FINANCIAL  CENTER 

6.0  million 

ONE  LIBERTY  PLAZA 

2.13  million 

1290  AVE.  OF  THE  AMERICAS 

2.0  million 

245  PARK  AVE. 

1.62  million 

2  BROADWAY 

1.58  million 

125  BROAD  ST. 

1.36  million 

237  PARK  AVE. 

1.14  million 

60  BROAD  ST. 

1.01  million 

425  LEXINGTON  AVE. 

0.7  million 

DATA  OLYMPIA  &  YORK 
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office  buildings  in 
»Tn  Manhattan, 
legal  dispute  over 
complex,  but  basical- 
dls  down  to  a  conflict 
>n  New  York  and  Ca- 
creditors  and  equity 
3.  And  so  far,  the  two 
lave  been  unable  to 
how  to  restructure 
at  and  equity  under- 
)&y's  U.  S.  holdings, 
the  World  Financial 
■  in  lower  Manhattan. 
80%  of  the  equity  is 
[led  by  Canadian  and 
Kong  banks,  includ- 
nadian  Imperial  Bank  of  Com- 
and  Hongkong  &  Shanghai  Bank- 
irp.  Meanwhile,  the  unsecured 
largely  owned  by  American  cred- 
ncluding  Citibank  and  "vulture" 
>r  Leon  Black's  Apollo  Real  Es- 
.vestments. 

s  IT  WORTH?  Will  the  Canadian 
holders  get  anything?  Not  if  the 
can  creditors  have  anything  to 
nit  it.  The  U.  S.  side  of  the  dispute 
.ins  that  the  Canadians'  equity  is 
tally  worthless.  (Canadian  Impe- 
nk  of  Commerce  and  Royal  Cana- 
ank  declined  to  comment.)  Com- 
ing the  picture  is  that  o&y's 
o-based  parent  company  has  gone 
h  bankruptcy,  while  the  U.  S.  firm 
en  trying  to  restructure  its  debt 


COMEBACK 


Soros'  money 
behind  him, 
Paul  Reichmann 
could  play 
a  role  in  O&Y's 
restructuring 


without  undergoing  formal  bankruptcy 
proceedings.  The  wrath  of  the  U.  S.  fi- 
nanciers is  directed  mainly  at  the  ad- 
ministrator of  the  Canadian  parent, 
Robert  E.  Lowe,  a  partner  at  Coopers  & 
Lybrand  in  Toronto.  Lowe  has  sought 
to  discharge  two  members  of  the  board 
of  the  U.  S.  company,  Chairman  Richard 
Shinn  and  Willard  C.  Butcher,  former 
chairman  of  Chase  Manhattan  Corp.  The 
move  was  viewed  by  the  U.  S.  side  as  a 
power  play  by  Lowe,  whom  they  de- 
scribe as  acting  mainly  to  defend  Cana- 
dian interests.  Lowe  declined  to  discuss 
the  reasons  for  the  effort  to  discharge 
Shinn  and  Butcher  or  to  otherwise  com- 
ment on  the  dispute. 

The  parties  are,  for  the  moment,  try- 
ing to  iron  out  their  differences.  A  hear- 


ing on  the  firings  was  set 
for  Nov.  2  before  Judge 
With     James  L.  Garrity  Jr.  of  the 
U.  S.  Bankruptcy  Court  for 
the  Southern  District  of 
New  York.  However,  in  re- 
cent  days  the  various 
sides,  prodded  by  Garrity, 
have  agreed  to  a  60-day 
moratorium  on  court  ac- 
tion. That  will  keep  Shinn 
and   Butcher   on  the 
board — and  it  also  will  put 
off  another  possibility  that 
has  been  feared,  that  o&Y 
in  the  U.  S.  will  be  forced 
into  bankruptcy  by  discon- 
tented creditors.  But  that  scenario  is 
discounted,  at  least  by  the  U.S.  credi- 
tors. And  it  appears  that  the  wrangling 
is  finally  coming  to  a  conclusion.  "You 
are  getting  into  the  endgame.  The  ques- 
tion is  how  it  plays  out,"  says  Martin 
Turchin,  vice-chairman  of  Edward  S. 
Gordon,  a  New  York-based  real  estate 
brokerage. 

THE  FATES.  So  how  will  it  play  out?  One 
possibility  is  that  the  o&Y  buildings 
might  be  turned  into  a  public  invest- 
ment vehicle — a  real  estate  investment 
trust  (REIT)  or  a  partnership.  But  the 
market  for  reit  offerings  has  been 
crummy,  particularly  for  the  smatter- 
ing of  office  reits  that  have  come  to 
market  recently.  "If  there  are  unique 
office  properties  priced  uniquely  low, 
they  may  have  a  chance  of  coming  to 
market,"  says  Robert  Steers,  president 
of  Cohen  &  Steers,  a  $1.1  billion  real  es- 
tate fund  that  is  the  largest  U.  S.  inves- 
tor in  real  estate  equities. 

The  problem,  of  course,  is  that  a 
"uniquely  low"  price  would  defeat  the 
purpose  of  an  o&Y  reit,  at  least  from 
O&y's  standpoint.  Steers  notes  that  one 
newly  minted  office  building  reit,  New 
Jersey-based  Cali  Realty  Corp.,  has  de- 
clined by  over  20%  since  it  went  public 
in  August.  That  does  not  bode  well  for 
similar  reits  being  given  handsome 
valuations  by  the  market.  Likewise, 
Steers  believes  a  real  estate  partner- 
ship would  not  get  a  very  enthusiastic 
reception  in  the  "sloppy  underwriting 
environment"  nowadays. 

The  wild  card  in  all  this  is  Paul  Reich- 
mann. Even  executives  who  have  fled 
o&Y — it  has  lost  many  key  people  in  re- 
cent months — agree  that  Reichmann  is 
an  uncommonly  brilliant  man.  And  as 
his  deal  with  Soros  indicates,  he  is  itch- 
ing to  get  back  in  the  game.  "I  saw  Paul 
the  other  day,  and  he  had  that  old  twin- 
kle in  his  eye,"  says  one  Reichmann 
friend.  Perhaps  he  is  waxing  nostalgic 
for  the  good  old  days.  Or  maybe  he 
knows  something  we  don't  know. 

By  Gary  Weiss,  with  Suzanne  Wool- 
ley,  in  New  York 
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TO  BE  YOUNG,  GIFTED, 
AND  SITTING  PRETTY 

Fletcher's  trek  from  Kidder  to  his  own  lucrative  firm 


Buddy 


Though  he  is  only  28,  Alphonse  "Bud- 
dy" Fletcher  Jr.  has  already 
achieved  an  unusual  amount  of  noto- 
riety on  Wall  Street.  He  is  the  black 
trader  who  sued  Kidder,  Peabody  &  Co. 
for  stiffing  him  on  his  bonus  and  won  a 
$1.3  million  award  in  1992.  He  also  sued 
Kidder  for  race  discrimination.  That  case 
went  all  the  way  to  the  Supreme  Court, 
which  refused  to  hear  it,  landing  it  back 
in  arbitration,  where  it  is  still  pending. 

Yet  Fletcher  is  an  atypical  figure  in 
less  widely  known  ways.  He  owns  and 
runs  his  own  successful,  11-person  in- 
vestment management  firm  in  New 
York,  Fletcher  Asset  Management.  Aud- 
ited financial  statements  say  he  has 
racked  up  triple-digit  annual  returns. 
"He's  a  huge  success  and  a  good  guy," 
says  Alan  C.  Greenberg,  chairman  of 
Bear,  Stearns  &  Co.,  another  of  Fletch- 
er's former  employers. 

Fletcher,  who  was  educated  at  Har- 
vard University,  doesn't  disguise  his 
wealth.  He  gets  around  town  in  a  chauf- 


feured  Jaguar,  lives  in  one  of  Manhat- 
tan's most  prestigious  buildings,  the  Da- 
kota, and  has  elegant  offices  in  midtown 
Manhattan,  complete  with  a  private  chef 
and  stunning  views  of  Central  Park.  To 
Fletcher,  luxury  is  a  ne- 
cessity for  his  fledgling 
firm.  "When  we  call  a 


II 


Alphonse  Fletcher 


SMART  MOVE:  Fletcher  made  a  killig 
buying  Zenith  at  its  nadir 

endowment  for  the  Reginald  F.  Leis 
fund,  named  for  a  black  businessn<n 
who  befriended  Fletcher.  "Buddy  is  jrt 
looking  for  any  special  edge  because^ 
is  black,  nor  has  he  forgotten  hm 
black,"  says  Steven  Rattner,  an  invd- 
ment  banker  at  Lazard  Freres  &  L 
and  a  former  neighbor  of  Fletcher's,  'te 
has  found  a  way  to  deal  with  it." 

Fletcher  has  achieved  impressiveh- 
vestment  results  by  pursuing  nije 
plays  ignored  by  others  on  Wall  Stret. 
An  applied- math  major  at  Harvard,ie 
started  out  as  a  quantitative  equjy 
trader  doing  dividend-related  arbitrse. 
Popular  in  the  late  1980s,  the  strata 
involves  buying  stock  from  compam 
at  a  discount  to  market  price,  often  a* 
der  corporate  dividend  reinvestmu 
plans,  and  selling  it  soon  after  at  \» 
market  price.  "He's  very  smart  ad 
creative.  He's  looking  at  new  waysof 
doing  things,"  says  J.  Pedro  Reinhait. 
treasurer  of  Dow  Chemical  Cola 
Fletcher  advisory  client. 
DIVE-PROOFING.  Fletcher's  latest  niie 
is  buying  equity  stakes  directly  frno 
companies,  ideally  at  a  discount  to  ic 
market  price.  He  chooses  companies  tit 
are  strapped  for  cash  but  have  funa- 
mentally  sound  underlying  business 
and  could  turn  around  within  a  y<|r. 
While  that  strategy  is  common,  Fleti- 
er's  approach  uses  a  sophisticated  hei(e 
of  his  own  design — employing  diffent 
options  and  offsetting  stock  position- 
to  minimize  the  damage  if  the  stfk 
takes  a  dive  and  yet  profit  if  the  sttk 
goes  up.  Says  Fletcher:  "If  the  he<;e 
works,  and  you  can  tie  up  a  very,  vry 
small  amount  of  capital  in  the  proc<S. 
even  if  the  stock  declines,  we  should'o 
0.  K.  And  if  it  runs,  we  win  big."  f'J 
His  biggest  killing^) 
date  was  Zenith  Elf- 


tronics  Corp.  He  » 

company  and  say  we'd  J*  interested  in  buying  i  > 

like  to  invest  millions  of    Zenith  after  readif 

dollars  when  other  inves-  EDUCATION  newspaper  reports  in 

tors  are  shying  away,  BA,  Harvard  College,  applied-  1992  about  the  compass 
sometimes  they  don't  take  _  m^PL^  _  liquidity  crisis.  Furtl  r. 


us  seriously,"  he  says. 

While  thriving  in  the 
white  world  of  Wall 
Street,  Fletcher — as  his 
discrimination  action 


PREVIOUS  EMPLOYERS 

Bear  Stearns,  Kidder  Peabody 

CURRENT  POSITION 

Founder  and  CEO,  Fletcher 


the  company  was  abit 
to  issue  5  million  shass 
of  stock.  Zenith  exe|i- 
tives  initially  ignoi^d 
Fletcher's  request  to  liy 


against  Kidder  suggests   ^t_^2^.I?Sl*   a  big  stake.  But  Ratter. 


-has  declined  to  simply 
assimilate  quietly.  In 
1993,  he  pledged  $1  mil- 
lion to  a  National  Asso- 
ciation for  the  Advance- 
ment of  Colored  People 
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INVESTMENTS 

Zenith  Electronics  (7%), 
Compression  Labs  (5.6%), 
Cytogen  (2%)  _ 

CONTRIBUTOR 

NAACP,  United  Negro  College 
Fund,  Harvard 


whose  firm  was  repe- 
senting  Zenith,  chan;Bd 
their  minds.  FletcM 
bought  2.25  millfB 
shares,  or  7%,  of  Zenh. 
at  about  $6.85  a  share* 

 : 


Now  that  we've  reinvented  ourselves,  allow  us  to  reintroduce  ourselves. 

Edward  E.  Whilacre,  Chairman  and  CEO 


We've  Taken  Your  Name 

SBC  is  the  ticker  symbol  for  Southwestern  Bell  Corporation  on  the  New  York  Stock 
Exchange.  And  because  we've  set  the  record  among  Bell  companies  for  total  shareholder 
return  —  683  percent*  since  divestiture  in  1984  —  it's  a  name  many  industry  watchers 
already  know  well. 

So  we  decided  to  adopt  the  name  for  our  corporation  many  people  already  use. 
We  believe  SBC  Communications  Inc.  more  accurately  reflects  the  breadth  of  our 
business,  both  in  terms  of  international  reach  and  industry  diversification. 

With  annual  revenues  over  $10  billion,  a  subsidiary  that  ranks  among  the 
top  wireless  players,  and  major  business  interests  in  Mexico,  Australia,  Israel,  the 
United  Kingdom  and  other  foreign  markets,  we  have  become  one  of  the  world's  leading 
telecommunications  concerns. 

We've  set  our  sights  on  ambitious  goals  through  our  subsidiaries,  which  will 
continue  to  be  known  as  Southwestern  Bell  Telephone  Co.,  Southwestern  Bell 
Mobile  Systems,  Southwestern  Bell  Yellow  Pages,  Southwestern  Bell  Telecom 
and  SBC  International. 

If  you'd  like  to  learn  more  about  us,  call  us.  We  may  have  your  name,  but  you 
still  have  our  number:  1-800-351-7221. 


SBC  Communications  Inc. 

Telecommunications.  // ireless  Services  and  Equipment.  Directory  Advertising  and  Publishing.  Business  and  Consumer  Telecommunications  Equipment  f  able  Television 


'  Total  shareholder  return  as  o)  June  30. 1994  Total  return  equals  price  appreciation  plus  reinvested  dividends 


Finance 


$15  million  in  two  separate  blocks.  The 
stock  is  now  trading  at  12.  Since  Fletch- 
er paid  Zenith  with  mostly  borrowed 
money,  his  return  was  magnified  by  lev- 
erage. Says  Kell  B.  Benson,  Zenith's 
chief  financial  officer:  "I'm  quite  im- 
pressed with  him  and  his  people." 

Fletcher  has  negotiated  investments 
in  two  other  companies,  Cytogen  Corp., 
a  Princeton  (N.J.)  biotech  concern,  and 
Compression  Labs  Inc.,  a  videoconfer- 
encing company.  But  he's  still  waiting 
for  the  payoff:  Their  stocks  haven't 
budged  much  from  where  he  bought 
them. 

Yet  overall,  Fletcher  Capital  Markets, 
his  trading  vehicle  and  a  broker-dealer, 
claims  stellar  results.  A  report  by  certi- 
fied public  accountants  Goldstein  Golub 
Kessler  &  Co.  says  Fletcher  had  returns 
of  471%  in  1992  and  177%  in  1993,  and 
unaudited  returns  of  267%  in  1994 
through  Aug.  31.  While  Fletcher  won't 
disclose  how  much  he  is  managing,  a  Se- 
curities &  Exchange  Commission  filing 
said  Fletcher  Capital  had  $46  million  in 
assets  and  $3.6  million  in  equity  at  the 
end  of  1993. 

Fletcher  gives  his  family  and  Har- 
vard credit  for  his  success.  He  and  his 
two  younger  brothers,  also  Harvard 
grads,  were  raised  in  a  middle-class 
home  in  Waterford,  Conn.  Fletcher  was 
class  marshall,  or  president,  of  his  1987 
class  at  Harvard. 

BONUS  BRAWL.  He  got  his  start  on  Wall 
Street  when  Bear  Stearns  recruited  him 
in  1987  to  work  in  the  options  depart- 
ment. In  1989,  he  jumped  to  Kidder  to 
be  a  vice-president  in  its  equity  depart- 
ment. He  parted  ways  with  the  firm  in 
1991  following  the  dispute  over  his  bo- 
nus. He  says  Kidder  paid  him  $1.7  mil- 
lion instead  of  the  $3.9  million  he  says 
the  firm  had  promised  him.  He  set  up 
his  own  firm  in  March,  1991.  A  few 
weeks  later,  Michael  S.  Meade,  a  former 
Kidder  trader,  Harvard  pal,  and  cur- 
rently his  only  partner,  joined  him. 

Fletcher  has  made  hiring  mistakes 
along  the  way.  He  initially  staffed  up 
to  22  people  before  trimming  down  by 
half.  He  is  also  in  arbitration  against  a 
former  employee  he  claims  stole  pro- 
prietary ideas. 

Fletcher's  next  step  could  be  raising 
money  from  outside  investors.  Possibly 
in  preparation,  this  October  he  with- 
drew his  broker-dealer  registration  and 
became  a  registered  investment  advis- 
er, a  vehicle  more  convenient  for  manag- 
ing money.  If  he  can  keep  producing  out- 
sized  returns,  he  could  win  a  more 
desirable  kind  of  notoriety — as  an  in- 
vestor instead  of  a  plaintiff. 

By  Leah  Nathans  Spiro  in  New  York 


COMMENTARY 


By  Patricia  Kranz  and  Joan  Warner 

RUSSIA'S  BUCK  TUESDAY: 
THE  BLOOD  OF  A  FREE  MARKET 


0  1 


Rumors  of  the  Russian  economy's 
imminent  collapse  into  chaos  have 
been  greatly  exaggerated. 
When  the  ruble  lost  27%  of  its  val- 
ue against  the  dollar  in  one  day,  trad- 
ers were  quick  to  call  it  Black  Tues- 
day. The  panic  began  when  central 
bank  officials  decided  they  would 
stop  supporting  the  declining  ruble 
and  let  it  reflect  the  rising  money 
supply.  Currency  trad- 
ers, scared  by  the  lack  of 
accustomed  intervention 
and  already  worried 
about  a  possible  resur- 
gence of  inflation,  start- 
ed a  selling  frenzy.  The 
rout  stopped  only  when 
the  central  bank  stepped 
in.  On  Oct.  12,  the  ruble 
rebounded  4.8%,  closing 
at  3,736  (chart). 

Russian  President 
Boris  N.  Yeltsin  sacked 
Finance  Minister  Sergei  Dubinin  and 
demanded  that  lawmakers  dismiss 
central  bank  Chairman  Viktor  Ge- 
rashchenko.  But  while  the  strong 
show  of  leadership  may  have  helped 
soothe  the  market,  Yeltsin  is  aware 
that  the  central  bank  isn't  complete- 
ly to  blame.  "The  main  reason  for  the 
crisis  is  the  adoption  of  an  unrealistic 
budget  for  1994,"  says  Grigory  Yav- 
linksy,  who  heads  a  reform-minded 
parliamentary  faction.  Had  the  gov- 
ernment not  spent  13  trillion  rubles 
on  subsidies  this  year  to  farmers,  the 
defense  industry,  and  other  groups, 
the  bank  wouldn't  have  had  to  sup- 
port the  ruble  artificially.  Just  as  in 
any  other  country,  Russia's  financial 
markets  respond  principally  to  the 
threat  of  inflation — or  its  absence. 

Indeed,  what  happened  in  Russia 
on  Black  Tuesday  is  not  unlike  what 
happens  to  a  Western  bond  market 
when  a  growth  forecast  is  revised 
upward  or  a  central  banker  makes 
dovish  remarks.  The  difference  is 
that  Russia's  market  is  still  crude 
and  lawless.  No  automatic  mecha- 
nisms halt  trading  when  a  stock, 
bond,  or  currency  goes  into  free  fall. 
There  are  no  limits  to  how  much 
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speculators  can  buy  or  sell.  "Basic 
ly,  there's  a  total  lack  of  financial  i 
frastructure,"  says  Ronald  Lauder 
chairman  of  Estee  Lauder  Interna 
tional,  who  opened  one  of  the  first 
Western  stores  in  Moscow  in  1989. 
"You're  missing  the  laws,  the  chec 
and  balances,  that  in  other  econo 
prevent  such  excesses." 

The  ruble  rout  caused  significa 
hardship  on  Black  Tue 
day.  Consumers  bough 
all  the  supplies  they 
could  carry,  to  hedge 
against  price  increase 
Merchants  sharply 
marked  up  prices  on 
both  Russian  and  im- 
ported goods.  A  liter  o 
milk  that  had  cost  670 
rubles  on  Friday  fetch 
1,100  rubles  four  days 
later,  while  a  Snickers 
bar  rose  to  1,500,  from 
1,000.  Some  retailers  took  big  hit 
because  they  could  not  exchange 
their  ruble  revenues  as  fast  as  th 
rate  dropped.  Since  all  cash  trans 
tions  must  be  done  in  rubles,  only 
merchants  that  can  accept  credit 
cards  were  safe. 

AMBITIOUS  PLANS.  But  despite 
carnage  and  Yeltsin's  Cabinet  sh 
fling,  officials  at  the  International 
nance  Corp.,  which  has  invested  $ 
million  in  Russia,  said  the  curre 
crisis  wouldn't  undermine  the  trus 
Western  investors.  Lauder  belie\ 
such  episodes  are  inevitable  in  an  i 
mature  market,  and  his  confidence 
Russia  is  unshaken. 

Yeltsin  can  show  he  is  seriou, 
about  controlling  inflation  by  forcir 
his  government  to  slash  expendi- 
tures. Early  hints  of  the  1995  budg 
proposal  are  ambitious,  with  an  av< 
age  monthly  inflation  target  of  2% 
Like  leaders  all  over  the  world,  Ye 
sin  must  walk  the  fine  line  betweer 
stimulating  his  economy  and  keepii 
prices  from  spiraling.  Black  Tuesds 
though  painful,  was  a  reminder  tha 
the  laws  of  economics  apply  fully  ii 
Russia.  Now,  the  country  must  leaij 
financial  damage  control. 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

LAZER-TRON  MAY  BE 
A  WINNING  TICKET 


1 


operated  gaming  machines,  it's 
Chuck  Mathewson.  chairman  of  Inter- 
national Game  Technology,  who 
steered  that  company's  sales  from  S83 
million  in  1987  to  about  $600  million 
this  year.  So  when  Mathewson  buys 
into  another  similar  company,  money 
pros  pay  heed. 

Lately.  Mathewson  has  acquired  5% 
of  little-known  Lazer-Tron.  which 
makes  the  ticket-redemption  games 
played  by  young  people  in  arcades, 
bowling  alleys,  and  theme  parks.  Such 
games  reward  players  with  tickets  that 
can  be  redeemed  for  prizes  or  merchan- 
dise, such  as  T-shirts  and  radios. 

Mathewson.  who  bought  the  stock, 
now  at  9H  a  share,  for  his  personal  port- 
folio— "for  my  kids  and  family" — says 
he's  impressed  with  Lazer-Tron  prod- 
ucts. "And  with  the  company's  good 
management  team,  clean  balance 
sheet — and  it's  making  money  fast — 
what  more  can  you  ask?"  he  says. 

Stuart  Ruddick,  president  of  Rud- 
diek  Asset  Management  in  Mill  Valley, 
Calif.,  is  also  buying.  "When  I  see 
smart  people  such  as  Mathewson  buy 
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heavily  into  a  stock,  I  do  the  same,"  he 
says.  Ruddick  notes  that  San  Francis- 
co's bep  Partners  has  acquired  10%  of 
Lazer-Tron.  Another  San  Francisco  in- 
vestment firm.  Van  Kasper  Advisers, 
which  underwrote  Lazer-Tron's  initial 
public  offering  at  8  a  share  on  May  26. 
holds  7%. 

"Lazer-Tron  may  be  one  of  the  best- 
kept  secrets  on  Wall  Street,  even 
though  it's  the  leader  in  the  rapidly 
growing  ticket-redemption  game  busi- 


LZTN 

S&P500 

P/E 
RATK3 

15.4 

18.4 

YIELD 

0 

2.7% 

ness,"  says  Rud- 
dick. But  people  in 
the  industry  sure 
know  about  it.  One 
money  manager 
says  both  Interna- 
tional Game  Tech- 
nology and  Sega 
tried — and  failed — 
to  acquire  Lazer-Tron  before  it  went 
public 

Lazer-Tron's  sales  and  earnings  are 
soaring:  Both  have  more  than  doubled 
in  each  of  the  past  three  years.  For  the 
year  ended  June  30.  1994,  revenues 
jumped  114%,  and  profits  soared 
136% — from  25c  a  share  to  59c.  Rud- 
dick figures  earnings  will  hit  75c  in  fis- 
cal 1995  on  sales  of  $24  million.  Sales  in 
fiscal  1994  were  $15.4  million. 

He  notes  that  the  popularity  of  tick- 
et-redemption games  has  resulted  in 
the  huge  growth  of  family  entertain- 
ment centers,  which  usually  feature  a 
miniature-golf  course,  a  go-cart  track, 
and  an  arcade  and  amusement  center. 
Lazer-Tron  was  the  first  to  combine 
digital  sound  effects  and  other  uses  of 
high  technology  to  provide  more  in- 
teraction with  the  player,  explains  Rud- 
dick. Recently,  the  company  introduced 
new  redemption  games,  including  the 
Flintstones  Bedrock  Games,  Pogger. 
and  Pirate's  Gold. 


A  BEELINE 
FOR  SPELLING? 

After  acquiring  Blockbuster  Enter- 
tainment, Viacom  Chairman  Sum- 
ner Redstone  has  one  piece  of  unfin- 
ished business  to  deal  with:  Spelling 
Entertainment,  a  film  producer  and  dis- 
tributor 78%  owned  by  Blockbuster. 

The  betting  is  that  with  Blockbuster 
now  a  part  of  Viacom,  the  latter  will 
opt  to  buy  the  22%  of  Spelling  that  it 
does  not  already  hold-  If  it  does,  Via- 
com would  gain  control  of  Spelling's 
cash  flow  and  would  no  longer  have  to 
pay  dividends,  says  Paul  Marsh,  ana- 
lyst at  Nat  West  Securities.  And  by  ab- 
sorbing Spelling.  Viacom  would  save 
at  least  $10  million  in  annual  overhead 
expenses,  he  estimates. 

Spelling's  assets,  such  as  Virgin 
Interactive  Entertainment,  a  maker  of 
interactive  entertainment  software, 
would  blend  well  with  the  Yiacom-Par- 
amount-Blockbuster  triumvirate,  ar- 
gues Marsh.  And  Spelling's  TV  library 
and  production  facilities  could  be  coor- 
dinated with  Paramount 's.  particularly 


since  Viacom  is  trying  to  create  a  fin 
network,  adds  Marsh.  Spelling's  TV  [ 
bran,"  includes  such  hit  series  as  Bern 
ly  Hills  90210,  Melrose  Place, 
Burke's  Laic.  Spelling  also  owns 
public  Pictures,  so  it  has  a  rich  libra} 
of  movie  films. 

If  Viacom  delays  buying  Spellii 
the  price  of  its  stock,  which  has  gone 
from  S  in  July  to  11  now.  could  wj 
climb  some  more,  making  Spelling 
more  expensive  proposition.  Mar| 
thinks  Spelling  is  worth  15  to  17, 
other  pros  figure  it's  worth  20  to 


GOOD  LAB  REPORT 
ON  BIO-REFERENCE 

The  $32  billion  medical-testing  bu 
ness  is  hot — dominated  by  such  j 
ants  as  Coming's  MedPath.  Natioi 
Health  Laboratories,  and  SmithEOi 
Beecham.  So  why  are  some  money  ma 
agers  looking  to  buy  into  small  regie 
al  labs?  "Regional  labs  are  where  t 
national  labs  are  looking  for  buyouts 
sustain  their  fast  growth,"  says  one  B 
;  ton  fund  manager.  He  has  been  aequl 
ing  shares  of  Bio-Reference  Laboratj 
ries.  probably  the  largest  independe 
clinical  lab  serving  New  York.  New  Jt 
sey.  and  Connecticut.  Its  stock,  tradi 
on  the  xasdaq  small-cap  market  at  I 
is  up  from  3^.  in  early  June. 

Bio- Reference  only  recently  a 
nounced  an  agreement  to  acquire  p 
vately  owned  GenCare  Biomedical  E 
search,  whose  labs  provide  D* 
gene-probe  technology,  flow  cytomet 
(used  in  identifying  white  cells),  and  t 
mor  markers  for  diagnosing  cancer.  B 
Reference  itself  does  sophisticated  tef 
for  doctors  and  clinics,  in  addition 
tests  in  fields  such  as  clinical  chemist 
and  diagnostic  immunology.  GenCar 
acquisition  will  help  Bio-Reference  pi 
vide  "highly  specialized  cancer  testi 
for  oncologists  and  hospital  patho! 
gists."  says  Bio-Reference  Preside 
and  ceo  Dr.  Marc  Grodman. 

As  a  lab  that  has  turned  profital 
this  year,  and  in  a  region  of  the  count 
with  high-volume  business.  "Bio-R< 
erence  is  an  attractive  target  for  tal 
over  by  some  of  the  majors."  says  t 
Boston  fund  manager,  who  estimat 
the  company  will  earn  17c  a  share  tl 
year  on  revenues  of  $23  million  and  3 
next  year  on  $30  million.  Last  year,  t 
company  was  in  the  red  on  sales  of  % 
million.  Based  on  recent  takeovers 
the  industry,  this  pro  believes  the  stc 
is  worth  8  to  10. 
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Doors  are  opening. 

Opening  to  people  who  want  to  buy  a  home,  but  need  more  information  on  how  to  do  it. 

Opening  to  people  who've  had  to  struggle  just  to  get  access  to  mortgage  credit. 
Opening  to  people  who  ve  been  underserved,  in  the  city,  in  the  country,  across  America. 
Opening  to  families  buying  their  first  homes. 
Were  committing  a  trillion  dollars  to  help  finance  over  ten  million  homes, 
lo  help  people  most  in  need.  Were  opening  a  lot  of  doors. 


^howins;  America, A  New  Way  I lome.* 
far  more  information  about  our  efforts  lo  heir  reorle  overcome  the  barriers  to  homeownershiD.  call  1-800-54R-9444. 
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FROM  THE  MAN  WHO  BROUGHT 
YOU  SILICON  GRAPHICS . . . 


Can  Jim  Clark  score  again  with  user-friendly  Internet  software \ 
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James  H.  Clark  has  always  been  full 
of  crazy  ideas.  As  an  assistant  pro- 
fessor at  Stanford  University  in 
1981,  he  dreamed  of  making  hy- 
perrealistic  3-D  graphics  come  alive  on 
desktop  computers.  When  every  com- 
puter company  he  approached  said  there 
would  be  no  market  for  such  gear,  Clark 
started  Silicon  Graphics  Inc.,  now  a  $1.5 
billion  company  and  about  the  hottest 
computer  maker  around.  Its  flashy 
workstations  helped  bring  dinosaurs  to 
life  in  Jurassic  Park,  and  its  technology 
is  poised  to  play  a  key  role  in  new  mul- 
timedia services  such  as  interactive  TV. 

So  it's  no  surprise  that  few  people  are 
calling  Clark's  latest  idea  crazy — even  if 
it  is  wildly  ambitious.  Today,  Clark  is  out 
to  tame  cyberspace.  By  putting  a  user- 
friendly  face  on  the  Internet,  his  Mosaic 
Communications  Corp.  plans  to  open  a 
huge  market — the  same  way  Apple  Com- 
puter Inc.'s  Macintosh  and  Microsoft 
Corp.'s  Windows  have  made  personal 
computers  usable  by  the  masses. 

An  estimated  20  million  awMi 
people  now  use  the  Net's 
3.2  million  computers,  but 
tapping  the  system's  vast 
resources  can  still  require 
arcane  commands — and  a 
lot  of  patience.  With  the 
right  software  hiding  that 
complexity  and  speeding 
delivery  of  high-quality 
graphics,  video,  and  sound, 
Clark  figures,  the  Net  is 
sure  to  evolve  into  the  In- 
formation Superhighway 
itself.  "It's  the  country 
road  system  in  the  early 
days  of  the  automobile,"  he  says. 
SURF'S  UP.  Clark  thinks  he  can  be  its 
Henry  Ford.  His  Model  T:  a  program 
called  Mosaic,  created  two  years  ago  by 
students  at  the  University  of  Illinois' 
National  Center  for  Supercomputing  Ap- 
plications (ncsa).  It  lets  people  at  desk- 
top computers  browse  all  kinds  of  multi- 
media documents  stored  in  a  part  of  the 
Internet  called  the  World  Wide  Web, 
where  people  post  electronic  "pages"  of 


MOSAIC  TAKES  OFF 


VISIONARY:  Clark  aims  to  create  the  Gutenberg  press  of  cybersp 


Mosaic,  a  program  for  desktop 
computers,  makes  the  Internet 
user-friendly 
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information — journals  and 
catalogs  supplied  by 
everyone  from  the  cern 
physics  lab  in  Geneva  to  a 
florist  in  Connecticut. 
From  just  50  sites  in  Jan- 
uary, 1993,  the  Web  has 
exploded  to  7,000  and  is 
doubling  every  few 
months. 

To  check  out  what's  on 
the  Web,  Internauts  have 
helped  themselves  to 
more  than  600,000  copies 
of  the  ncsa's  Mosaic,  a  "public-domain" 
package  that  can  be  downloaded  free  of 
charge.  They're  now  grabbing  more  than 
100,000  copies  a  month  and  passing  on 
an  unknowable  number  to  friends 
(chart).  With  that  kind  of  growth  and 
broad  impact,  says  Michael  J.  Walsh, 
president  of  market  researcher  Internet 
Info  in  Falls  Church,  Va.,  the  Web  "is  as 
important  as  the  development  of  tele- 
vision." It  could  make  the  Internet  a 


mass  medium  for  home  shopping,  b 
ing,  and  a  host  of  other  services 

The  beauty  of  Mosaic  and  the  W< 
that  they  make  surfing  the  Internet 
even  for  non-nerds.  Just  clicking 
a  mouse  on  a  highlighted  word 
graphical  button  can  whisk  you  ef: 
lessly  to  computers  halfway  arounc 
world.  Today  you  can  flip  throuj 
stash  of  colorful  satellite  photos, 
dow-shop  at  the  Internet  Mall,  and 
relax  at  the  Voodoo  Lounge,  an  on 
trove  of  Rolling  Stones  concert 
photos,  and  sound  clips.  Tap  into 
Web  computer  at  Clark's  company 
you  can  see  a  digital  photo  of  what 
ing  on  in  the  fish  tank  there. 

"Mosaic  made  the  Internet  con 
ling,"  says  Clark.  "Now,  it's  tim 
start  a  business."  Clark,  50,  inve 
$3  million  of  his  own  money  and  line 
"several  times  that"  from  venture 
italists  Kleiner  Perkins  Caufield  & 
ers.  Last  spring,  he  hired  seven 
NCSA  Mosaic  developers,  including 
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Id  wizard  Marc  Andreessen,  to 
an  all-new  version  of  Mosaic. 

Mosaic  NetScape,  it's  about 
to  be  shipped  to  consumers  run- 
/indows,  Macintosh,  and  many 
is  of  Unix.  And  by  quickly  dis- 
y  crude  renditions  of  incoming 
iges  and  then  fleshing  them  out 
quality,  the  program  works  as 
is  10  times  faster  than  the  origi- 
>saic.  Says  one  early  user:  "It 
s  away." 

ke  sgi's  early  days,  Clark  faces 
iate  competition.  At  least  10  corn- 
have  bought  licenses  to  commer- 
NCSA's  Mosaic,  spry  Inc.  in  Seat- 
ilready  shipping  its  air  Mosaic, 
■11-heeled  computer  and  software 
s,  including  IBM  and  Novell,  are 
ng  competing  Web  browsers, 
k  has  big  plans  for  outdoing  these 
He  aims  to  get  everyone  from 
lers  and  phone  companies  to  mak- 
computers  and  software  to  use 
:sell  his  software.  If  his  Web 
;r  becomes  the  industry  standard, 
Endows  for  PCs,  Mosaic  Communi- 
i  could  be  the  Gutenberg  press  of 
pace.  But  with  so  many  free  cop- 
ise,  "We  don't  think  Mosaic  Com- 
itions  will  be  able  to  set  a  stan- 
"  says  Spyglass  Marketing 
resident  Bob  Rybicki. 
SSIVE  APPROACH.  Clark  has  his 
ve-away  program.  This  month  he 

0  start  distributing  NetScape  for 
:ross  the  Internet.  The  idea  is  to 

demand  for  his  more  lucrative 
res  that  will  work  on  Web  serv- 
le  in  November,  those  programs 
it  for  $5,000  to  $25,000  and  will 
5  such  features  as  the  ability  to 
:redit-card  information  secure, 
will  be  marketed  to  companies 

1  up  shop  on  the  Internet. 

s  aggressive  approach  to  the 
et — other  software  makers  accuse 
)f  trying  to  convert  public  domain 
re  into  a  proprietary  standard — 
age  Clark.  Even  after  sgi  rock- 
3  success,  he  kept  fighting.  Over 
objections  by  most  executives, 
the  company  to  sign  high-profile 
to  develop  tv  set-top  boxes  for 
Warner  and  game  machines  with 
ido.  That  friction  is  one  reason  he 
I.  Quitting  abruptly  last  winter, 
passed  up  $10  million  in  SGI  op- 
"He  thinks  he  can  do  anything," 
ongtime  sgi  board  member  and 
•e  capitalist  C.  Richard  Kramlich. 
le's  nearly  always  right." 
I  this  time?  It's  too  soon  to  tell  if 
;  will  keep  up  its  rapid  growth — 
'uly  bring  the  Web  into  every 
If  it  doesn't,  Clark  may  just  have 
tie  up  with  another  crazy  idea. 

By  Robert  D.  Hof  in 
Mountain  View,  Calif. 


HALFWAY  THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Millions  of  teens  use  alcohol  and  drugs 
each  year.  Halfway  There  helps  to  change 
i     young  people's  perception  about  illegal 
alcohol  and  drug  use. 

Over  700,000  young  people  have 
experienced  live  performances  of 
gap  Halfway  There  in  schools  across  the 
^  country  and  internationally. 

For  information  about  helping  to 
make  a  difference  by  sponsoring  Halfway 
There  in  your  community  contact: 


periwinkle 

■  NATIONAL  THEATRE  Fi 


FOR  YOUNO  AUDIENCES 


19  Clinton  Avenue,  Monticello,  NY  12701    (914)  794-1666 

This  advertisement  is  a  contribution  to  the  national  drug  abuse  prevention  effort 


Information  Processing 


TELECOMMUNICATIONS 


MCI  IS  FILLING  UP 
ITS  DANCE  CARD 

A  latecomer  to  wireless,  it's  scrambling  for  partners 


The  dealmakers  at  MCI 
Communications  Corp. 
are  having  quite  a  sea- 
son. They're  in  the  midst 
of  talks  with  both  gte  and 
the  team  of  Bell  Atlantic 
and  Nynex.  Earlier  this 
year,  they  negotiated — 
then  broke  off — a  deal  to 
buy  a  17%  stake  in  Nextel 
Communications  Inc.,  an 
operator  of  a  new  wireless 
phone  network.  And  they 
have  arranged  to  buy  a  ma- 
jority stake  in  In-Flight 
Phone  Corp. 

There's  a  common 
thread  to  all  this:  The 
No.  2  U.S.  long-distance 
carrier  badly  needs  to 
branch  out  into  wireless 
calling — where  rivals  AT&T 
Corp.  and  Sprint  Corp.  are 
already  well  positioned,  thanks  to  their 
own  dealmaking. 

So  the  deals  will  keep  coming.  In  Oc- 
tober, for  example,  MCI  must  finish  lining 
up  partners  for  the  Federal  Communica- 
tions Commission's  Dec.  5  auction  of 
2,074  airwave  licenses  to  operate  a  new 
form  of  cellular-telephone  system  called 
personal  communications  services  (PCS). 
Companies  that  are  planning  joint  bids 
have  to  register  with  the  commission 
by  Oct.  28.  "The  next  few  weeks  are  all 
about  being  well-positioned  to  provide 
the  next  generation  of  wireless  servic- 
es," says  Mark  J.  Lowenstein,  a  consul- 
tant with  market  researcher  Yankee 
Group  Inc. 

CONNECT  CHARGES.  The  race  for  part- 
ners pits  mci  against  at&t,  Sprint,  and 
a  host  of  corporate  giants.  Sprint,  for 
example,  is  negotiating  a  joint  bid  with 
cable-TV  operators  Comcast,  Continen- 
tal Cable,-  TCI,  and  Cox.  If  MCI  doesn't 
pick  a  partner  soon,  it  could  be  left  out 
of  the  party. 

It's  not  a  party  to  be  missed,  but  no- 
body wants  to  go  stag.  The  commission 
expects  to  rake  in  an  average  $5  million 
per  license,  and  it  will  cost  an  addition- 
al $£<)()  million  or  so  to  build  a  network 
in  a  major  city. 
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PARTY  LINE:  MCI  may  need  a  Bell  's  deep  pockets 


That's  why  mci's  next  deal  may  be 
with  one  or  more  of  the  deep-pocketed 
Baby  Bells,  mci  executives  say  the  com- 
pany is  close  to  teaming  up  with  the 
wireless  group  created  by  Bell  Atlan- 
tic Corp.  and  Nynex  Corp.  over  the  sum- 
mer. Under  current  proposals,  MCI 
would  provide  the  marketing  muscle  in 
return  for  a  stake  in  the  consortium, 
currently  the  nation's  second-largest  cel- 
lular operator.  "There  could  be  an  an- 
nouncement shortly,"  says  one  senior 
MCI  executive.  Bell  Atlantic  and  Nynex 
would  not  comment. 

In  one  sense,  it  would  be  an  odd  pair- 
ing: In  wired  service,  MCI  and  the  Baby 
Bells  are  fast  becoming  mortal  enemies. 


In  early  October,  mci  applied  to  fe 
states  for  permission  to  offer  local  te- 
phone  service  in  competition  with  ie 
Bells.  That's  one  reason  why  Mcjis 
double-tracking — pursuing  a  celh 
deal  with  gte,  too.  mci  views  gte 
somewhat  "less  antagonistic"  towW 
it  than  the  Bells,  says  Albert  Grime  i 
former  mci  executive  familiar  with 
talks. 

mci  got  its  foot  in  the  door  with  | 
Nynex-Bell  Atlantic  group  only  &i 
Sprint  broke  off  negotiations  and  stifc 
ed  talks  with  the  cable-TV  operatafc 
The  cable  giants  had  been  plottinja  ' 
concerted  PCS  bid  for  months,  figur«lB 
they  can  offer  nationwide  wireless  sr- 
vice  by  integrating  PCS  with  cable  ie  ' 
terns.  But  a  pure  cable  coalition  wcB 
lack  a  national  brand  name  and  expfi- 
ence  in  operating  a  phone  network.® 
the  cable-TV  giants  want  to  teamtt 
with  a  long-distance  carrier. 
LAST-MINUTE  SCRAMBLE.  MCl's  aijl  : 
rival,  at&t,  is  still  on  the  prowl,  it©. 
Buying  McCaw  Communications  Cm 
makes  it  No.  1  in  cellular  service. 
AT&T  is  trying  to  expand  its  reach  m 
ther  by  forging  a  partnership  u!$i 
Southwestern  Bell  Corp.,  says  an  em-- 
utive  close  to  the  talks.  "It's  just  r^ 
ly  a  feeding  frenzy  of  dealmaking,"  s|j8 
Grimes.  "Everybody  is  talkingfir 
everybody." 

Even  if  all  these  cellular  deals  re 
consummated,  none  of  the  heavy  hitte 
will  be  able  to  offer  seamless  nati(t|L  • 
service — without  pes,  that  is.  AlthoSfh 
cellular  operators  are  restricted  fiir 
bidding  in  areas  where  they  already 
er  10%  of  the  population,  they're  j$ 
to  bid  for  licenses  in  regions  where  tsy 
have  no  presence — just  what  they  red 
to  fill  in  holes  in  their  service. 

In  the  meantime,  the  dealmaking  in- 
tinues.  "The  stakes  are  so  high  thlH 
don't  believe  any  deals  will  be  final* 
until  the  11th  hour,"  says  Dennis  R.  Wftl 
rick,  president  of  Time  Warner  Teledii 
munications.  Looks  like  no  letup  ew 
for  MCl's  negotiators. 

By  Mark  Lewyn  in  Washinm 


WIRELESS 
WINGDING 


An  array  of  wireless  deals  are  being  discussed 
in  anticipation  of  the  government's  December 
auction  of  PCS  licenses: 


BELL  ATLANTIC  AND  NYNEX'  cellular  phone  venture  might  team  up  with  a  West  Coast  i 
sortium  made  up  of  U  S  West  and  Pactel's  AirTouch  spin-off. 

COMCAST.  CONTINENTAL  CABLE  VISION,  TCI,  COX.  and  other  cable  companies  have  talk 
about  getting  together  and  submitting  joint  bids  with  Sprint. 

MCI  is  eyeing  deals  with  the  Bell  Atlantic-Nynex  group  and/or  GTE. 

AT&T-McCAW  is  looking  at  a  partnership  with  cellular  giant  Southwestern  Bell. 


arketing 


HETICS 


KE  AVON  LADY 
F  THE  AMAZON 


ti  rain  forests  to  remote 
lese  villages,  the 
;n  of  cosmetics  is 
rung  up  across  the  globe 

»sina  Reis  Teixeira  doesn't  fit  the 
ricture  of  a  typical  Avon  lady. 
Clutching  a  sample  kit  filled  with 
;verything  from  deodorant  to  per- 
she  spends  most  weekdays  visiting 
>oden  shacks  in  the  tiny  village  of 
tro,  Brazil.  Located  just  outside 
aulo,  Registro  bears  little  resem- 
i  to  the  manicured  U.  S.  suburbs 
re  the  customary  turf  of  sales  rep- 
atives  for  Avon  Products  Inc.  But 
narkets  are  proving  bountiful  for 
auty-aids  giant:  Its  sales  in  Brazil 
:pected  to  climb  more  than  40% 
ear,  to  more  than  $300  million, 
h  growth  prospects  like  that,  it's 
wonder  Avon  is  so  interested  in 
;ing  economies.  From  small  back- 
villages  in  Brazil  to  the  bustling- 
is  of  Shanghai,  the  New  York- 
direct  marketer  has  deployed  a 
army  of  sales  representatives  to 
its  wares  across  the  developing 
.  In  addition  to  Brazil,  Avon  has 
ished  beachheads  in  26  emerging 
its,  including  Mexico,  Poland,  and 
.  Next  on  its  target  list:  India, 
Africa,  and  Vietnam  by  1997. 
T  PROMISE."  Such  overseas  adven- 
are  taking  on  a  greater  signifi- 
for  Avon  as  its  traditional  mar- 
alter.  While  U.S.  sales  fell  1%,  to 
illion  last  year,  emerging  markets 
ced  $1.3  billion  in  sales,  an  18% 
"We  see  great  promise  in  these 
its,"  says  Avon  Chief  Executive 
>  E.  Preston,  61,  who  began  his 
tny's  big  push  into  emerging  mar- 
1  1990.  "And  we  feel  the  growth  is 
nable." 

it's  welcome  news  at  Avon,  whose 
-marketing  pitch  has  lost  much  of 
;ency  in  the  U.  S.  and  Western  Eu- 
The  pleasing  smiles  of  legions  of 
sales  representatives  have  been 
tch  for  such  retail  chains  as  Wal- 
3tores  Inc.  in  the  U.  S.  and  hyper- 


AVON  CALLS  ON  EMERGING  MARKETS 


MEXICO  Avon's  biggest  market  among  developing  countries,  with  sales  up  16%  in  1993,  to 
$370  million.  Since  entering  market  in  1990,  has  built  sales  force  to  170,000. 

ARGENTINA  Avon's  fastest-growing  foreign  market,  thanks  to  high  economic  growth  and 
expanding  middle  class.  Sales,  $220  million  in  1993,  have  grown  at  a  compound  annual 
rate  of  43%  for  past  five  years. 

CHINA  Sales  have  been  growing  slowly  since  Avon  entered  market  in  1990,  totaling  only 
$15  million  in  1993.  But  company  sees  huge  potential  as  economy  matures  and  has  de- 
ployed a  sales  force  of  25,000. 

POLAND  Became  newest  addition  to  Avon's  markets  in  1993.  Avon  won't  disclose  sales 
figures.  But  the  company  is  betting  on  economic  turnaround  in  Eastern  Europe. 
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Twentieth  Centuiy 
offers  you 
a  notable  value. 


Twentietk  Centuiy 
\&lne 


Twentieth  Century  Value  is  completing  its  first  year  with  per- 
formance worth  noting.  The  fund's  one-year  results  put  it  out  in 
front  of  both  the  S&P/BARRA  Value  Index  of  "value"  stocks,  and 
the  S&P  500  Index,  an  indicator  of  the  performance  of  the  stock 
market  in  general  * 


Average  Annual  Total  Returns  for  the  one-year  period  ending  August  31, 1994. 


Twentieth  Century  Value 


S&P/BARRA  Value  Index* 


S&P  500  Index 


3.27%  is  the  since-inception  (9/1/93)  average  annual  total  return  as  of  6/30/94  for 
Twentieth  Century  Value. 


Twentieth  Century  Value  looks  for  stocks  that  the  fund  managers 
conclude  are  fundamentally  sound  but  temporarily  undervalued. 
To  learn  more,  call  or  write  for  a  FREE  information  kit,  which 
contains  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  minimums,  which  you  should,  of  course, 
read  carefully  before  investing. 


Call  todav,  toll-free: 

1-800-345-2021 


I'O.  liux  419200,  Kansas  City,  MO  64141-6200 


©  1994-Twenlielh  Centurv  Seivi 
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Investments  That  Work" 


'The  S&P/BARRA  Value  Index  is  a  capitalization-weighted  index  consisting  of  S&P  500  stocks  that  have 
lower  price-to-book  ratios  and  in  general  share  other  characteristics  associated  with  "value"  stocks  ■  The 
S&P  500  Index  is  an  index  created  by  Standard  &  Poor's  Corporation  that  is  considered  to  reflect  the  per- 
formance of  the  stock  market  in  general  ■  Neither  index  is  an  investment  product  available  for  purchase 

'  Source  Ibbotson  Associates.  Inc  ■  Data  guoted  represents  past  performance  and  assumes  reinvestment 
of  all  distributions  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal 
value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


Performance:  that  beat  the  S&P  500! 
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The  Information  Revolution 

Communications  +  Hardware  +  Software  +  Management 
Corporate  IT  Strategies  for  the  Next  Stage 

Date:  October  31  -  November  1,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


BOLD  ADVANCEMENTS  in  information 
technology  present  complex  challenges  for 
corporate  IT  executives — managing  the 
integration  and  operations  of  new  systems. 

Preparing  a  strategic  plan  is  crucial  to 
success.  Leading  the  way,  Business  Week 
presents  an  interactive  executive 
symposium,  The  Information  Revolution. 

For  senior-level  IT  executives,  technology 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors,  The 
Information  Revolution  is  an  important 
gathering.  This  high-profile  event  provides 


face-to-face  interaction  with  prominent 
industry  figures  and  corporate  IT  executives 
from  across  the  country. 

Don't  miss  this  opportunity  to  gain  solid 
IT  management  strategies  and  make 
direct  contact  with  industry  leaders. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


lister  for  The  Information  Revolution  con- 
■e,  call  the  Business  Week  registrar  at: 
)  82 1  - 1 329,  fax  your  response  to 
)5 1 2-628 1 ,  or  mail  this  coupon  to: 

McKenna 

ness  Week  Executive  Programs 
Avenue  of  the  Americas,  36  th  floor 
York,  NY  10020 
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CECUTIVE 
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Company 
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FEE:  $575 

Bill  MY: 

□  American  Express 
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□  Check  Enclosed 
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lightening  cream  developed  for  Asian 
women.  The  company  has  opened  25 
such  showrooms  in  Guangdong  and 
Shanghai  and  plans  30  more. 

Marketing  is  also  critical  in  recruiting 
new  sales  representatives.  Ads  extol- 
ling the  earnings  potential  of  Avon  rep- 
resentatives are  a  potent  lure  in  attract- 
ing housewives.  Sales  representatives 
in  Brazil,  for  example,  receive  a  30% 
commission  and  could  earn  $250  to  $700 
a  month,  compared  with  the  national  av- 
erage income  of  $245.  The  chance  at  ad- 
ditional income  persuaded  Teixeira,  36, 
to  sign  up  when  her  husband  became  ill 
in  1989.  But  with  consumers  in  Registro 
inclined  to  buy  low-cost  products  such  as 
deodorant,  Teixeira  earns  roughly  $90 
a  month. 

There  are  also  bonuses  for  the  best 
performers.  In  China,  for  example,  top 
annual  sellers  can  receive  a  free  motor 
scooter.  Avon  won't  disclose  how  many 
sales  representatives  it  has  in  emerg- 
ing markets,  but  it  has  a  total  of  1.3  mil- 
lion working  abroad,  compared  with 
415,000  in  the  U.  S.  Once  hired,  each  rep- 
resentative begins  a  continuing  train- 
ing process  that  covers  everything  from 
billing  to  ordering. 

RUSSIAN  CHILL.  Not  all  of  Avon's  new 
markets  have  been  hits.  When  it  en- 
tered Russia  in  1993,  the  company  felt  it 
could  build  brand  awareness  quickly  by 
distributing  its  products  through  whole- 
salers rather  than  building  a  sales  force. 
But  sales  were  disappointing,  so  Avon  is 
now  hiring  sales  representatives.  Other 
markets,  such  as  China,  are  proving 
slow  to  develop.  Still,  Avon  argues  that 
early  investment  and  plenty  of  patience 
are  fundamental  to  any  emerging-mar- 
ket strategy. 

Unfortunately,  Avon  may  not  have  all 
the  time  it  needs  to  establish  itself.  With 
sales  growing  rapidly  in  such  markets  as 
Taiwan,  Mexico  and  Argentina,  Mary 
Kay  Cosmetics  Inc.,  is  planning  to  ex- 
pand into  China  and  Poland  next  year. 
And  then  there's  Avon's  old  nemesis, 
Wal-Mart.  The  retail  dynamo  and  its 
joint-venture  partner,  Cifra,  a  Mexican 
chain,  will  have  more  than  60  stores  by 
yearend.  Next  year,  Wal-Mart  is  plan- 
ning outlets  in  Argentina,  China,  Brazil, 
and  Hong  Kong. 

For  now,  Preston  figures  Avon  has  a 
good  headstart.  He  expects  developing 
markets  to  account  for  more  than  35%  of 
total  sales  this  year.  And  he  believes 
Avon's  sales  can  grow  by  about  19%  a 
year  over  the  next  few  years.  That's  a 
tall  order.  But  Preston  insists  that  Avon 
has  only  started  to  tap  the  riches  of 
emerging  markets.  It  will  be  up  to  Teix- 
eira and  Avon's  other  front-line  troops  to 
prove  him  right. 

By  Veronica  Byrd  in  New  York,  with 
Wendy  Zellner  in  Dallas 


ENTREPRENEURS 


JIM  HINDMAN:  INVESTING 
IN  TEEN  TURNAROUNDS 

The  ex-Jiffy  Lube  boss  is  making  profits  out  of  his  passion 


Deep  in  the  Catoctin  Mountains,  just 
over  the  hill  from  central  Mary- 
land's Camp  David  Presidential  re- 
treat, 58-year-old  W.  James  Hindman 
strides  purposefully  along  the  tree-lined 
paths  of  what  could  easily  be  mistaken 
for  a  summer  camp.  It's  not.  Surround- 
ing much  of  the  compound  is  an  impos- 
ing 18-foot  fence.  And  the  teenagers 
who  sidle  up  to  Hindman  as  he  makes 
his  way  to  the  main  administration 
building  are  here  because  they  have 
been  convicted  of 
burglary,  assault,  and 
drug  trafficking.  This 
is  a  reform  school 
called  the  Victor  Cul- 
len  Academy.  Jim 
Hindman  is  the  boss. 
"They  respect  me  be- 
cause I'm  strong," 
Hindman  says.  "I  get 
things  done." 

Indeed  he  does. 
Over  the  past  two 
decades,  the  idiosyn- 
cratic entrepreneur 
has  not  only  helped 
create  an  industry 
out  of  quick  oil 
changes  for  autos  but 
has  also  bought  and 
s  old  25  nursing 
homes  and  coached  a 
Division  III  college 
football  team  to  na- 
tional ranking.  Most 
recently,  he  persuad- 
ed Wall  Street  to  " 
help  finance  the  care  and  feeding  of  1,200 
juvenile  delinquents,  despite  the  failure 
of  his  last  public  enterprise,  Jiffy  Lube 
International  Inc.  Cullen  Academy  is 
but  1  of  13  facilities  nationwide  that 
Hindman  has  bundled  into  a  company 
called  Youth  Services  International  Inc. 
(ysi).  In  February,  he  took  it  public,  and 
now  holds  31%  of  the  stock. 
STOCK  SURPRISE?  For  Hindman,  ysi  is 
both  a  business  and  a  passion.  He's 
proud  that  it  turned  profitable  in  the 
fiscal  year  ended  in  June — showing  a 
$2.1  million  gain  on  $34.9  million  in  sales. 
But  he's  far  more  likely  to  trumpet  YSl's 


human  successes.  With  a  ratio  of 
teacher  for  every  six  or  eight  stude 
the  schools  have  raised  reading  lei 
as  many  as  four  grades  in  some  ca 
Hundreds  of  delinquents  who  w 
headed  for  criminal  careers  are  nov 
work,  back  in  school,  or  in  the  milit 
The  joy,  Hindman  says,  is  in  "tak 
somebody's  discards  and  making  tl 
beautiful." 

At  the  moment,  investors  are  fai 
to  see  the  beauty  in  ysi's  stock.  Si 


human  SUCCESS:  Hindman  at  the  Victor  Cullen  Acade 


going  public  at  10,  the  shares  h 
slipped  to  about  1%  "It's  a  concept  st< 
and  the  current  earnings  level  doe 
support  the  stock  price,"  says  Paul 
Kuster,  senior  vice-president  at  I 
egrine  Capital  Management  Inc.,  a  R 
neapolis  firm  that  sold  its  65,000  sh; 
last  spring. 

Hindman,  however,  is  convinced 
company's  cost-efficiency  will  create 
ble  growth  and  earnings  over  the  1 
run.  By  promising  savings  of  20%  to  1 
over  the  cost  of  state-run  facilities, 
is  an  easy  sell  to  state  officials.  H: 
man  shaves  expenses  by  limiting 
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To  smoke  or  not  to  smoke.  In  this  country,  almost 
50  million  people  choose  to  smoke.  A  great  many 
others  choose  not  to. 

At  Philip  Morris,  we  believe  people  should  be  able 
to  make  the  choice  they  feel  is  right  for  them. 

Of  course,  as  a  tobacco  company,  we  support  those 
who  choose  to  smoke. 

But  we  also  respect  the  decisions  of  those  who 
choose  not  to  smoke. 

The  important  thing  is  that  no  matter  what  people 
decide,  they  have  a  right  to  their  individual  choice. 

For  a  free  copy  of  our  booklet,  Smoking  Issues,  which 
includes  information  on  this  and  other  issues  relating 
to  smoking,  please  call  us  at  1-800-852-3445,  Ext.218. 


PHILIP  MORRIS  U.S.A. 


We  want  you  to  know 
where  we  stand. 


acts  Matter 


In  a  poll  reported  in  TIME  magazine,  73% oi  respondents  agreed  that  people  should  have  the  right 
to  make  their  own  choice  whether  to  smoke. 
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reaucracy  and  using  stock  options  to 
augment  pay.  He  also  puts  the  students 
to  work  on  maintenance  and  facility  re- 
habilitation. 

ysi  sells  itself  on  the  quality  of  its 
programs.  Unlike  many  juvenile  correc- 
tions institutions,  each  of  the  schools  is 
fully  accredited,  and  students  can  earn 
graduate  equivalent  degrees.  Hindman 
has  personally  set  aside  $1  million  in 
stock  as  a  scholarship  fund  for  kids  to 
tap  into  after  they  leave,  ysi  students 
get  work  experience,  too,  by  wwe 
running  such  real-life  business- 
es as  a  restaurant  at  an  Iowa 
college  and  an  on-site  bakery  at 
Cullen  Academy.  Smitten  Iowa 
legislators  this  year  authorized 
two  pilot  programs  modeled 
partly  on  YSI.  "I'm  impressed 
with  their  combination  of  disci- 
pline and  academics,"  says  Iowa 
State  Senator  Paul  Pate. 
"CRIMINAL  PATH."  Hindman's  en- 
thusiasm for  helping  kids  stems 
from  his  own  tough  upbringing. 
After  his  father  abandoned  the 
family  early  on,  Hindman's 
mother  put  him  and  two  young- 
er brothers  into  a  Sioux  City 
(Iowa)  orphanage.  There,  he 
says,  he  was  sexually  abused  by 
a  visiting  minister.  "I  was  defi- 
nitely on  a  criminal  path,"  he 
says. 

But  Hindman  also  got  enough 
stern  discipline  that  his  anger 
was  kept  in  check.  His  salvation 
was  sports.  He  parlayed  his  tal- 
ent as  a  linebacker  into  a  foot- 
ball scholarship  at  Sioux  City's 
Morningside  College  and  then 
earned  a  master's  in  hospital  ad- 
ministration at  the  University 
of  Minnesota.  In  the  mid-1960s, 
rescuing  financially  troubled 
Baltimore  County  General  Hos- 
pital developed  his  taste  for 
turnarounds.  He  started  buy 
ing,  improving,  and  selling  nurs- 
ing homes,  eventually  expanding  to  25 
residences  and  earning  his  first  $1  mil- 
lion by  age  35. 

Free  to  do  what  he  liked,  Hindman 
started  coaching  football.  Known  as 
"The  Millionaire  Coach,"  he  moved  from 
the  Community  College  of  Baltimore  to 
Western. Maryland  College,  where  he 
turned  the  once  hapless  Green  Terrors 
into  contenders.  By  1977,  Western  Ma- 
ryland had  posted  a  7-1-1  record  and  a 
national  Division  III  ranking.  Hindman's 
method:  grueling  6:30  a.m.  practices  and 
motivational  talks  larded  with  Vince 
Lombardi  quotes  and  his  own  life's  hard 
lessons.  "Whatever  he  does,  he  does 


with  a  vengeance,"  says  Randy  M.  Heck, 
a  Connecticut  hedge-fund  manager  who 
played  for  Hindman. 

Jiffy  Lube  started  on  a  whim.  After 
one  of  his  players  complained  that  it 
was  no  longer  possible  to  become  a  mil- 
lionaire by  building  a  business,  Hind- 
man decided  to  prove  him  wrong.  Judg- 
ing that  the  demise  of  the  local  gas 
station  would  spawn  enormous  demand, 
Hindman  acquired  seven  quick-lube 
shops  based  in  Utah.  He  quit  coaching  to 
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BORN       !  Nov.  10, 1935,  in  Volin,  S.D. 
RAISED      !  Boys  &  Girls  Home,  a  Sioux  City  (Iowa) 
orphanage. 

EDUCATION  i  BA,  social  psychology  and  business  administra- 
tion, Morningside  College,  1957.  MA,  hospital 
administration,  University  of  Minnesota,  1959. 
Bought  and  sold  nursing  homes  privately.  Made 
first  $1  million  from  1967-69.  Owned  25  nursing 
homes  at  one  point.  Still  lives  next  to  his  first 
nursing  home:  Chape!  Hill  Convalescent  Center 
near  Baltimore. 

Known  among  his  players  as  "The  Millionaire 
Coach,"  he  worked  the  sidelines  from  1968-80 
Community  College  of  Baltimore  and  Western 
Maryland  College. 
JIFFY  LUBE  I  Founded  Jiffy  Lube  International  in  1979. 

Unloaded  it  in  a  distress  sale  to  Pennzoil  in 
1990.  Net  worth  topped  $100  million  at  Jiffy 
Lube's  peak. 

Founded  reform  school  operator  Youth  Services 
International  in  1991,  investing  about 
$1  million.  His  31%  stake  is  worth  about  $11 
million.  Company  operates  13  facilities  nation- 
wide. Revenues:  $34.9  million.  Profits:  $2  mil- 
lion.* Hindman's  son  teaches  at  a  YSI  school, 
his  daughter  is  a  YSI  director. 

^Figures  for  fiscal  year  ended  June  30,  1994 

build  a  national  business. 

Hindman's  instincts  proved  solid,  but 
his  methods  were  born  of  the  locker 
room.  In  his  drive  to  make  Jiffy  Lube  a 
national  player,  he  not  only  hired  many 
of  his  former  players  as  franchisees  but 
also  helped  set  them  up.  He  offered  lib- 
eral terms  and  even  acquired  real  es- 
tate for  them.  Eventually  the  debt  grew 
too  heavy,  and  Jiffy  Lube  defaulted  on 
more  than  $69  million  in  debt  in  1989. 
That  drove  the  stock — which  once 
topped  $40  a  share — into  single  digits 
and  allowed  Pennzoil  Co.  to  buy  the 
company  for  about  $100  million  in  cash 
and  debt  assumption.  Hindman  walked 


away  with  $2.3  million  but  now  say 
net  worth  tops  $20  million. 

Stephen  Spinelli,  a  former  Wes 
Maryland  football  player  who  r 
nursing  home  for  Hindman  and  late 
came  a  Jiffy  Lube  franchisee,  has  l 
ing  but  kind  words  for  his  old  c< 
But,  Spinelli  says,  "when  he  believ 
something,  it's  hard  for  him  to  sto] 
ing  forward."  You  wouldn't  see 
scene  at  McDonald's:  Spinelli  a 
group  of  unhappy  franchisees  were 
■h  caucusing  in  a  hotel  roon 
fore  a  negotiation  session 
Hindman.  The  coach  stoi 
upstairs  and  kicked  the  dot 
railing  about  closed-door  n 
ings.  Remembers  SpineL 
ended  up  having  to  pay  fo 
PASSING  GAME.  Hindman  is 
a  tough  guy  boss.  (He  make 
staff  answer  phones  by  the 
ring,  for  instance.)  But  ( 
tened  by  the  Jiffy  Lube  ex 
ence,  Hindman  says  tha 
won't  repeat  his  mistakes, 
one,  he  runs  ysi  tightly  : 
headquarters.  And  he  has 
rounded  himself  with  a  g 
of  solid  managers,  includi 
former  Maryland  National 
executive  and  several  coi 
tions  experts.  Moreover,  1 
man  is  steering  clear  of  res 
tate  this  time.  He  leases  n^ 
all  ysi's  homes  in  such  stat 
Iowa,  South  Dakota,  Tenne 
and  Utah. 

The  question  is,  will  the  c 
let  his  professional  mana 
make  smart  decisions  the 
may  disagree  with?  "Ji 
probably  one  of  the  best  ei 
preneurs  I've  been  associ 
with,  but  his  shortcomir 
management,"  observes  Dc 
P.  Remey,  a  New  Jersey 
ture  capitalist  who  helpe 
nance  Jiffy  Lube.  "The  guy 
starts  the  business  often 
the  best  guy  to  run  it  once  it  gets 
For  now,  however,  Hindman  is  1: 
ing  in  the  fact  that  the  Cullen  foo 
team  he  helps  coach  is  4-1  in  its 
season.  Making  a  bunch  of  hard 
teenagers  believe  in  themselves 
each  other  on  the  football  field  is  ai 
portant  step  in  solving  the  nationa 
sis  of  gangs,  drugs,  and  general 
lawlessness,  he  says.  Hindman  ki 
that  Wall  Street's  scrutiny  will  keef 
on  the  straight  and  narrow  financ 
But  when  it  comes  to  helping  out 
advantaged  kids,  profits  aren't  nt 
sarily  everything. 

By  Joseph  Weber  in  Sabillasville 
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When  the  producer  in  LA. 
gave  her  changes  to  the  script 
via  computer  to  the  writer  in 
New  York,  he  looked  confused, 
so  she  highlighted  the  revisions 
on  his  screen. 


Now  you  can,  too. 


Introducing  AT&-T  WorldWorx™  Solutions: 
video,  voice  and  instantaneous  data  sharing. 

It's  simple  to  use.  It's  affordable.  And 
it  enables  you  to  collaborate  on  everything 
from  spreadsheets  to  word  processing  to 
design.  Because  you'll  not  only  see  and 
hear  each  other,  you'll  be  able  to  work  on 
the  same  document  at  the  same  time,  just 


as  if  you  were  sitting  next  to  each  other 
instead  of  across  the  country.  So  you'll  be 
able  to  save  time  and  make  decisions  faster. 
Which  could  be  the  business  advantage 
you've  been  waiting  for. 

So  whatever  your  business,  find  out  how 
AT&T  WorldWorx  Solutions  can  help  you 
transform  the  way  you  work  with  other  people. 


Just  call  us  at  1 800  828-WORX. 


AK3T  WorldWorx™  Solutions. 
Changing  the  way  people  work.,  .together 

AT&T 


©1994  AT&T 

WorldWorx  is  a  trademark  ol  AT&T 


THUNDERBIRD: 


THE  LEADER  IN  GLOBAL  BUSINESS  EDUCATION 


010  INTERNATJJJJg«H»|)i% 
INTERATRIAL  EXEciTIVEjIjjlfSli  PNSUI 
^T-NIBADEGREP^GMV 


The  Global  Manager  of  Tomorrow 


Takes  These  Courses  Today: 

•  International  Purchasing  and 
Countertrade 

•  International  Business  Ethics 

•  International  Advertising 
and  Marketing  Workshops 

•  International  Risk 
Management  and  Insurance 

•  Commercial  Correspondence 

(offered  in  5  languages) 

•  International  Finance  and 
Trade  (Required  at  Thunderbtid) 

•  Regional  Business 
Environment  (political  and 
social  context  of  business) 

Required  at  Thunderbird 

•  Political  Risk  and  Global 
Change 

•  And  a  choice  of  more  than 
100  other  courses  in  interna- 
tional business,  language, 
and  business  environment. 

They  know  global  business. 
They  speak  the  language. 
They  understand  the  culture. 

And  they  learned  it 
at  Thunderbird. 


Office  of  Admissions: 

15249  North  59th  Avenue 
Glendale,  Arizona  85306 
1602)  978-7210 
Fax  (602)439-5432 


•  Can  you  use  your  business  skills  beyond 
the  borders  of  your  home  country? 

•  Do  you  have  the  flexibility  to  modify 
business  strategy  in  a  changing  global  market? 

•  Can  you  speak  the  language  of  your  client? 
Your  business  associates? 

•  Are  you  able  to  manage  and  function  as  part 
of  a  culturally  diverse  team? 

You  need  more  than  an  MBA  to  succeed  in  the  global  market. 

Thunderbird,  The  American  Graduate  School  of  Internationa 
Management,  teaches  that  success  in  global  business  requires 
more  than  financial,  marketing,  and  operational  skills. 

THUNDERBIRD  offers: 

The  Master  of  International  Management  degree  which 
requires  courses  in  international  management,  international 
business  environment  and  any  of  ten  foreign  languages. 

An  international  Executive  master's  program. 

A  Post-MBA  degree  program. 

As  a  Thunderbird  graduate,  you  will  join  more  than  27,000 
alumni  who  hold  leadership  positions  in  business,  industry  and 
government  in  every  state  and  more  than  133  countries. 


THUNDERBIRD 

The  American  Graduate  School  of 
International  Management 


driving  Lessons,  Wharton  style 


Wharton's  George  Day  coined  the  term 
"market-driven  strategy,"  used  today 
hy  companies  worldwide. 


To  successfully  drive  your  business,  you  have  to  be 
competitively  focused  and  customer  focused.  It's  a 
lesson  too  many  people  forget. 

Not  George  Day,  Wharton  marketing  professor.  He 
introduced  "market-driven  strategy"  to  the  business 
vocabulary.  It's  one  of  the  many  innovative  ideas  that 
have  been  developed  by  our  world-class  faculty. 

As  the  oldest  business  school  in  the  world,  Wharton 
has  been  at  the  frontier  in  finance,  international 
business,  management,  strategy  and  marketing.  Driven 
by  a  faculty  with  unparalleled  depth  and  breadth,  the 


School  is  helping  many  organizations  negotiate  the 
tricky  turns  of  global  business  in  the  1990's. 

This  rich  tradition  of  innovation  is  the  foundation  for 
our  executive  education  programs,  which  incorporate  a 
unique  blend  of  scholarly  excellence  and  real-world 
pragmatism.  These  insightful,  dynamic  courses  offer 
business  people  the  opportunity  to  refocus  and  refuel. 

Are  you  running  low  on  new  ideas  to  drive  your 
business?  Come  to  Wharton  Executive  Education.  Then 
put  what  you  learn  into  action  and  watch  your  company 
pull  away  from  the  field. 


i 


□  Finance  and  Accounting  for  the  Non-Financial  Manager 

January  15-20,  1995  •  March  12 -  17,  1995  •  May  21  -  26,  1995 

□  Managing  With  Ambiguous  Authority 
April  2  -  7,  1995 

□  Competitive  Marketing  Strategy 

December  11  -  16,  1994  •  May  21  -26,  1995 

□  Executive  Development  Program:  The  Transition  From  Functional 
to  General  Management 

February  5  -  17,  1995  •  May  7  - 19,  1995 

□  Wharton  Advanced  Management  Program 

January  29  -  March  3,  1995  •  June  4  -  July  7,  1995 

Call  today  for  a  complete  catalog  listing  over  thirty  different  courses  in  finance,  management,  strategy 


and  marketing:  1-800-255-EXEC,  ext.  1330. 


lllharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 

Wharton  Executive  Education 


255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  ext.  1330  •  (215)  898-1776  ext.  1330  •  FAX  Attn:  Dept.  1330  (215)  386-4304 
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5  EXECUTIVE  PROGRAMS 
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re  can't  tell  y> 


T   Ve  can't  tell  you  how  to  run  your  business, 


but  we  can  teach  you  how  to  be  smarter  about 


running  it.  Each  year  over  700  executives  from 


around  the  world  attend  Stanford  Executive 


Education  programs  to  learn  the  key  concepts 


and  approaches  that  help  them  build  and 


sustain  their  competitive  edge. 


range  of  executive  programs  focusing  0 
sirah'i))',  kwndh  resoiatp,  finance,  marketing,  organi 
zaiional  change,  <"id  mnnagemenl  <>/  gfowing 
companies.  Each  Stanford  Business  School 
Executive  Education  program  provides  lop- 
nolch  teaching  from  exceptional  Stanford 
faculty  rind  in-deplh  discussion  with  your 
worldwide-  business  counterparts. 


>EAD 

ply  now  for  your  copy 

the  new  1995  Executive 
)gramme  Brochure 

1  Wall  Street  Journal  last  year  reported  research  conducted 
•icker's  International  Directory  which  reviewed  Advanced 
ment  Programmes  from  major  schools  throughout  the  world. 
SEAD  came  equal  first  with  one  other  school  in  terms  of  I 
3r  money.  One  survey  is  not  a  basis  lor  your  decision, 
s  seems  highly  relevant  in  tough  times. 

"Visit"  INSEAD  via  our  new  CD-ROM 
multimedia  presentation 

personal  visit  is  the  best  way  to  judge  what  makes  INSEAD 
it,  but  that  may  not  be  possible.  So  we  have  produced  an 
:ive  CD-ROM  multimedia  presentation.  Through  this  you 
ur"  our  campus. 

learn  more,  please  call  Chantal  Poget  on  33  (1)  60  72  42  90. 
tively,  you  can  fax  your  business  card  or  details  to  Chantal, 

code  GBBW  on  33  (1)  60  72  42  42  or  mail  them  to  INSEAD, 
;;BBW,  Boulevard  de  Constance,  77305  Fontainebleau 

France.  She  will  arrange  for  a  brochure  and/or  CD-ROM 
sent  to  you. 

raiments  in  the  199  3/4  academic  year  were  the  highest 
Several  programmes  were  fully  booked.  So  we  advise  an 
esponse. 
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OUR  GENERAL  AND  FUNCTIONAL  MANAGEMENT 
PROGRAMS  ARE: 

Executive  Management,  Executive  Development  Strategic  Leadership, 
Engineer/Scientist  as  Manager,  Financial  Analysis  for  Strategic  Management, 
Developing  Managerial  Effectiveness,  Managing  the  Global  Enterprise, 
Industrial  Marketing  Management,  Industrial  Sales  Management,  Human 
Resource  Management,  Manufacturing  Strategy  and  Technology,  Program 
for  Logistics  Executives,  and  Strategic  Purchasing  Management  Program. 

For  additional  information,  please  contact  — | 

^•Penn  State  Executive  Programs 

The  Pennsylvania  State  University 
Room  310— Smeal  College  of  Business 
University  Park,  PA  16802-3003  USA 
Phone  (814)  865-3435  FAX  (814)  865-3372 
Internet  Address:  psep@psu.edu 

pennState 


Entrepreneurs 
|      don't  grow 
on  trees. 
I      TKey  grow 
j    among  them. 

Babson.  The  country's  number 
one  business  specialty  school 
five  years  running.  In  the  midst  of 

Babson  College's  quiet,  wooded  New  England  cam- 
pus, a  bold  and  innovative  approach  to  business 
education  flourishes.  Since  1919,  Babson  graduates 
have  taken  with  them  a  unique  understanding  of 
entrepreneurial  thinking.  It's  why  the  Babson  MBA 
was  recently  rated  the  nation's  top  program  for  entre- 
preneurial studies.  And  why  our  dynamic  School  of 
Executive  Education  is  considered  one  of  the  world's 
finest.  To  learn  more  about  our  top-rated  undergrad- 
uate, MBA  and  Executive  Education  programs,  write 
to  the  Office  of  College  Marketing,  Babson  College, 
Babson  Park,  MA  02157-0.3 10  or  call  1-800-933-3543. 
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CHICAGO'S 


two  executive  M.B.A.  programs... 
one  step  ahead  in  management  education. 


•  In  1943,  we  invented  the  concept  and  introduced  the  world's  first  executive  M.B.A.  program. 

•  In  1994,  we  inaugurated  our  International  Executive  M.B.A.  Program  at  Barcelona — the  first 
of  its  type  in  Europe. 

•  For  a  truly  global  perspective,  students  in  our  Chicago  executive  program  spend  four  weeks 
studying  alongside  participants  in  our  Barcelona  program. 

•  A  record  four  members  of  our  business  school  faculty  have  won  the  Nobel  Prize  in 
Economics,  the  latest  in  1993. 

•  Both  executive  M.B.A.  programs,  as  well  as  our  full-time  program  and  part-time  evening 
and  weekend  M.B.A.  programs,  are  taught  by  regular  members  of  the  University  of  Chicago 
faculty. 

Chicago  has  an  undisputed  international  reputation  for  scholarship  and  innovation  in 
teaching.  The  Chicago  advantage:  Stay  one  step  ahead  throughout  your  career. 


I.R.A.  classes  are  held  in  the  new  University  of 
/vntown  Center. 


TO  FIND  OUT  MORE  ABOUT  A  CHICAGO  EXECUTIVE  M  B  A  ,  CALL  OR  WRITE: 


Executive  M.B.A.  Program 

The  University  of  Chicago  Graduate  School  of  Business 
450  North  Cityfront  Plaza  Drive,  Chicago,  Illinois  60611 
(312)  464-8750  phone,  (312)  464-8755  fax 


i  offers  the  best  executive 
nation  programs  in  the  world? 
ask  the  participants. 


'hat  the  authors  of  the  reference  book  Business  Week's  Guide  to 
'Executive  Education  Programs  did!  The  overwhelming  choice  of 
utives  who  participate  in  these  programs  was  the  Darden 
e  School  of  Business  Administration  at  the  University  of  Virginia. 


RDEN 

e  School  of 
s  Administration 
ity  of  Virginia 


The  Rotunda,  University  of  Virginia 

Executive  Education  otters  you: 

irollment  Programs.  Our  programs  are  designed,  developed, 
vered  to  take  full  advantage  of  the  diversity  of  experience  found 
:ipants  from  a  variety  of  industries,  cultures,  and  functional 
iunds.  We  offer  over  50  open-enrollment  programs  each  year  in 
s  of  General  Management,  Finance,  Leadership  and  Organiza- 
hange,  Marketing  and  Sales,  Operations,  and  Special  Topics. 

ty  Partnerships  and  Consortium  Programs.  Darden  welcomes 
ortunity  to  work  with  a  few  select  organizations  in  the  design 
elopment  of  program  and  research  activities  tailored  to  achieve 
corporate  objectives  and  focused  on  key  corporate  issues.  In 
i,  Darden  consortium  activities  encourage  involvement  by 
of  companies  in  the  design  of  programs. 

re  information,  contact  Darden  Executive  Education  •  The 
School  Foundation  •  P.  0.  Box  6550  •  Charlottesville,  VA 
6550  •  Phone  804/924-3000  •  Fax  804/924-4402 


If  you're  headed  for  the  top, 
dress  for  the  climb. 

Bentley  has  nationally  accredited  programs  ranked 

among  the  top  by  business  leaders.  Our  faculty  of 

teachers/scholars  have  real  world  experience.  Only 

minutes  from  Boston,  Bentley  offers: 

An  MBA  with  11  concentrations. 

5  Master  of  Science  programs  in  business. 

Travel  abroad,  mentor  and  service  learning  programs. 

Credit  for  previous  course  work. 

Call  Bentley  at  617/891-2108  or  1/800/442-4723 

(outside  Massachusetts)  for  a  copy  of  our  catalog. 

^BENTLEY 

WALTHAM,  MA  02154-4705 
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Financial  Seminar  for 
Non-Financial  Managers 

March  15-17,  July  12-14  and 
November  1-3,  1995 

Market  Strategy  for 
Technology-Based  Companies 

April  19-21,  1995 
Cycle  Time  Strategy 


7-19,  1995 


Advanced  Management 
College 

September  11-22,  1995 

Managing  Innovation 

October  1X-20,  1995 

Leadership  Advancement 
Symposium 

November  18,  1994 
and  November  17,  1995 


For  more  information,  contact: 

Nancy  T.  Nichols,  Director,  Stanford  Continuing  Education 
Bowman  Alumni  House,  Stanford,  CA  94305-4005 
Telephone:  (415)  723-2027,  FAX:  (415)  723-3145 

Tttest  programs  sponsored  l>y  the  Stanford  Alumni  Association  and  am  open  to  [  —  J 
all  qualified  candidates.  A  degree  from  Stanford  is  not  a  prerequisite  far  enrollment,  i  ' 


SPONSORED  BY  THE  STANFORD  ALUMNI  ASSOCIATION 


MASTER  GLOBAL 
STRATEGIES 


Develop  strategic  thinking 
in  your  organization.  in  the 
Executive  Education 
non-degree  programs  at 
Duke  University's  Fuqua 
School  of  Business, 
executives  learn  to  position 
their  organizations  for  a 

SUCCESSFLIL  TRANSITION  TO  A    mr  fuqua  school  of  business 

global  economy.  Maintain  a  M>tt.<BAEiy4AS 

COMPETITIVE  ADVANTAGE.        DU°„ *„.  nc  Vto.-o,  . % 

Call  today  for  our  — 

^f^^-  REGISTRATION  COORDINATOR 

iVy;  CATALOG.'  soo  .3723932  csoo  fsbexeo 


DUKE 

THE  FUQUA 

SCHOOL 
OF  BUSINESS 


REGISTRATION  COORDINATOR 

800  372-3932  (800  FSB-EXEC) 
919  660-8011  FAX:919  681-7761 


Each  course  taught  with  a  global 
management  perspective  . 


Workshops  on  leadership,  TQM, 
teamwork,  crisis  management... 


//'.*  not  biuwiiw  ad  usual. 


For  details,  please  call  or  write: 

Phone  (-112)6-18-1700  FAX  (412)648-169 

Admissions  Olhce 
276  Mervis  Hall 
University  of  Pittsburgh 
Pittsburgh,  PA  15260 

Joseph  M.  Katz  Graduate  School  of  Business 

University  of  Pittsburgh 


For  information  regarding 
advertising  in 

The  1003 

Businessweek 

Exenilive 

Education^ 
MB  A  Diieelorv 

please  contact  Susan  Roth 

at  1-800-424-3090 
or  by  fax  at  312-337-5633, 
or  write:  Business  Week 
100  E.  Ohio  Street,  Suite  632 
Chicago,  IL  60611 


MBA  EMBA  P/KE  MSTM  MSOD  MIB 


Master  of 
Business 
Administration 

Emphasizing  the 
practical  application 
of  business  theory 
and  strategy  for  all 
managerial  levels, 
courses  can  be  com- 
pleted in  two  years  in 
a  series  of  evening 
classes  or  in  a  full-time 
residential  program. 


Executive  Master 

of  Business 
Administration 

Designed  for  mid-  to 
senior-level  executives 
with  several  years 
of  management  ex- 
perience, courses  are 
conducted  in  small- 
group  sessions  and  meet 
every  third  week  for 
20  months. 


Presidential/ 
Kev  Executive 

"  MBA 

Directed  exclusively 
to  the  needs  of  senior- 
level  executives,  an 
integrated  curriculum 
focuses  on  strategic 
issues  facing  senior 
management.  Classes 
meet  once  a  month 
for  20  months. 


Master  of  Science 
in  TecKnology 
Management 

Educating  managers 
to  compete  in  the 
global,  technology- 
driven  business 
environment,  classes 
are  scheduled  every 
third  weekend  over  20 
months  and  include 
two  international 
field  trips. 


Master  of  Science 
in  Organization 
Development 

For  managers  and  other 
professionals  involved 
in  organization  change 
and  development,  this 
internationally  re- 
nowned program 
consists  of  a  series 
of  residential  seminars 
held  over  two  years. 


Master  of 
International 
Business 

To  provide  the  man- 
agement, cultural, 
and  language  skills 
required  to  succeed 
in  the  global  market- 
place, this  full-time 
program  includes  a 
year  on  campus  and 
eight  months  of  work 
and  study  abroad. 


gnized  as  an  innovative  leader  in  management  education 
t  business  professionals,  Pepperdine  will  provide  you 
with  the  credentials  to  reach  your  career  potential. 
11  for  further  information  about  our  business  programs. 

Pepperdine  University  is  accredited  by  the  Accrediting  Commission  for  Senior 
Colleges  and  Universities  of  the  Western  Association  of  Schools  and  Colleges. 


PEPPERDINE 
UNIVERSITY 

School  of  Business  and  Management 
400  Corporate  Pointe,  Culver  City,  CA  90230 

1-800-488-8616 

pYf^nainn  1DD 
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University  of  Southern  California 

School  of  Business  Administration 

US(;  offers  today's  business  executives  a  variety  ot  innovative 
degree  and  non-degree  programs  to  prepare  them  for  doing 
business  m  the  future. These  programs  include: 

Executive  MBA  -  a  two-year  program  offered  on  alternating  Fridays 
ami  Saturdays  to  accommodate  the  working  manager  who  can  apply  the 
learning  immediately  to  current  business  strategy. 

USC  Executive  Program  -  a  three-week  residential  program  tor 
senior  executives  looking  to  expand  their  leadership  capabilities  and 
guide  their  company  into  successful  global  business  endeavors. 

USC  Advanced  Management  Program  -  .1  program  ottered  in  five 
two-day  sessions  (Friday.  Saturday)  for  middle  to  senior  managers  who 
want  to  strengthen  their  strategic  decision-making  skills 

USC  Management  Development  Program  -  .1  12-week  survey  of  a 
traditional  MBA  program  conducted  one  evening  a  week  for  up-and- 
coming  managers  who  want  to  build  their  general  business  knowledge. 

University  Park.  Los  Angeles,  CA  4(1089-11X7  I  $ 

(213)740-8990  fax:  (213)749-3689  Wi 


Due  Dfence  On 
Gettmelur  MBA 
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When  you  compare  the  top  MBA  programs 
one  offers  advantages  that  are  quite  compellinj 

Like  access  to  a  library  second  only  to  the 
Library  of  Congress.  Plus  a  notebook  computer 
a  nationally  rated  computer  lab 
and  a  week  long  course  oversea 
And,  something  that's  mos 
valuable  to  busy  people.  A 
program  dedicated  to  savinj 
you  time  with  personal  servic 
Visit  one  of  our  upcoming 
information  sessions  soon.  I 
could  go  a  long  way  towards 
making  your  short  list  shorte: 

UNIVERSITY  OF  CALIFORNIA,  IRVINE 

Executive  and  Fully  Employed  MBA  Programs 
Call  (714)  856-5374  for  our  schedule  of  upcoming  information  sessions 


San  Diego  State 
University 

SDSU's  MBA  for  Executives 

■  Designed  for  the  mid-career  executive 

m  Enhance  your  leadership  and  managerial  skills 

■  Develop  a  global,  strategic  perspective 
u  Small  classes  of  experienced  executives 

■  Learn  from  outstanding  SDSU  faculty 

■  Earn  an  AASCB-accredited  MBA  in  two  years 


FOR  OUR  BROCHURE, 
CALL  OR  WRITE: 

Executive  Management  Programs 

College  of  Business  Administration 

San  Diego,  CA.  92182-8232 

Telephone:  (619)  594-6010 


Top-Ranked 
Executive  Education 

UCLA 

Anderson  School 


ti 


Executive  MBA 


1  Two-year,  alternate  week- 
end program 

1  Seven-month  International 
Field  Study,  with  five-day 
residential  abroad 

(all  (310)  825-2032 
lux  (310)  206-4151 


Executive  Education 


1  More  than  40  open  enrollment 
and  customized  programs 
each  year 

1  Programs  of  various  lengths 
conducted  at  UCLA  and  other 
domestic  and  international 
locations 

Call  (310)  825-2001 
Fax  (310)  825-3340 
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Our  training  for  flight 
attendants  is  extremely 
porous.  Maybe  that's  why 
ur  flights  are  so  relaxing. 


Simply  to  qualify  for  the  Korean  Air  train- 
rogram  is  an  accomplishment.  Of  every 
and  who  apply,  only  a  few  possess  just  the 
blend  of  grace  and  poise. 
Then,  nine  hours  a  day,  six  days  a  week  for  a 
h  or  even  more,  their  natural  abilities  are 
■d.  They  study  world-class  service.  And  hos- 
ty.  And  a  number  of  different  languages. 
By  the  time  our  flight  attendants  graduate, 
•e  skilled  in  all  the  arts  of  comfort.  Which 
s  our  passengers  nothing  to  do  but  relax. 


KOREAN  AIR 

Fly  the  spirit  of  dedication" 


WE'RE 
WORKING 
FOR  THE  DAY 
MS  MEANS 
MYSTERY 
SOLVED 


Every  day  the  National  Multiple  Sclerosis  Society  brings  that  day  closer  by  funding  vital  researc1.' 

to  unravel  the  secrets  of  MS.  It's  because  of  this  research  that  scientists  are  making  significant, 
progress  in  the  search  for  a  cure  and  effective  treatments.  Your  support  will  speed  the  day.  Helji 
bring  new  meaning  to  someone's  life.  For  more  information,  call  1-800-LEARN  MS. 

(Ill  THE  NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 

  WE  DON'T  TAKE  MS  LYING  DOWN   

106D-CA 


If  you  think  the  buildings  are  big  in  New  York. 


nhattan  East  Suite  Hotels,  you'll  enjoy  one  of  New  York's  greatest  luxuries.  Space.  Our  suites  give  you 
of  room  to  do  almost  anything,  whether  it's  entertaining  or  holding  a  meeting,  fixing  a  snack  in  your  kitchen 
Dly  relaxing  -  all  for  the  price  of  an  ordinary  hotel  room.  You'll  also  enjoy  the  hospitality  of  our  caring  staff, 
ervice  and  business  amenities  like  dataports  for  computer  modem  hookups.  Most  of  our  hotels  feature  fine 
•ants  and  fully  equipped  fitness  centers.  So  the  next  time  you're  in  New  York,  stay  at  one  of  our  nine  distinc- 
tive locations  throughout  New  York  City.  Charge  your  stay  with  the  American  Express*  Card  and  if 
there's  a  chance  you'll  be  checking  in  late,  request  an  American  Express  Card  Assured  Reservation, 
which  guarantees  your  room  will  be  waiting  until  checkout  time  the  next  day." 


H  Manhattan  East  Suite  Hotels 

Beekman  Tower,  Dumont  Plaza,  Eastgate  Tower,  Lyden  Gardens,  Lyden  House, 
Plaza  Fifty,  Shelburne  Murray  Hill,  Southgate  Tower,  Surrey  Hotel 

Get  the  better  of  New  York. v 
For  reservations  or  a  brochure,  call  your  travel  agent  or  1-800-ME-SUITE,  Ext.  20. 

'Please  call  before  6:00  p.m.  to  cancel  your  Assured  Reservation  and  avoid  being  billed  for  the  first  night. 

©  Manhattan  East  Suite  Hotels 
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More  than  160  corporations  have  invested  over  $5  million  in  regional  theatre  through  the 
National  Corporate  Theatre  Fund.  Together,  they  help  support  one  of  America's  most  vital  and 
valued  cultural  resources  —  nonprofit  professional  theatre. 

Learn  how  your  corporation  can  help  insure  the  continued  vitality  of  the  regional  theatre  movement. 
You'll  be  in  good  company.  Two  million  theatregoers  support  these  theatres  and  recognize  the  corporate 
sponsors  who  have  demonstrated  their  commitment  to  our  nonprofit  professional  theatres. 

C  'ontact  Michael  Wall,  Executive  Director,  National  Corporate  Theatre  Fund, 

32  Avenue  of  the  Americas,  Suite  2000,  New  York,  NY  10013.  Telephone  (212)  387-5115. 

-  — —  National  Corporate  Theatre  Rind  — — 

Actors  Theatre  (if  Louisville  •  American  Conservatory  Theater.  San  Francisco  •  American  Repertory  Theatre.  Cambridge  • 
The  Cleveland  Play  House  •  Goodman  Theatre.  Chicago  •  Guthrie  Theater.  Minneapolis  •  Long  Wharf  Theatre,  New  Haven  • 
Old  Cilobe  Theatre,  San  Diego  •  Seattle  Repertory  Theatre  •  Trinity  Repertory  Company,  Providence 

106F-CA 


"The  quality  of  mercy  is  not  strain  d, 
It  droppeth  as  the  gentle  rain  from  heaven 
Upon  the  place  beneath.  It  is  twice  bless'd: 
It  blesseth  htm  that  gives  and  him  that  takes." 

—William  Shakespeare 
The  Merchant  of  Venice 
-Act  IV,  Sc.  1 


yelopments  to  Watch 


i  BY  EMILY  T.  SMITH 


PLER, 
ER  WAY  TO 
i  CHIPS 


SLICE  A  SEMICONDUC- 

look  at  it  under  the 
ope,  you  will  see  lay- 
iuperthin  crystalline 
hese  flawless  lattices 
product  of  several  of 
rld's  most  complex 
icturing  processes: 
re  deposited  from  va- 
chemicals,  others  are 
from  beams  of  mole- 
cientists  have  refined 
proaches  to  the  point 
hey  can  deposit  chem- 
rs  a  single  atom  thick. 
;h  steps  require  high 
atures,  which  excite 
ms  and  mix  them  up. 
jrsity  of  Georgia  chem- 
!  Stickney  believes  he 
eve  comparable  results 
ill-established  electro- 
il  techniques  resem- 
sctroplating.  Using  an 
current  to  alter  the 
ve  or  positive  ionic 
of  a  chemical  solution, 
leposit  layers  of  atoms 
pound  semiconductor 
le  best  part:  The  bond- 
lone  at  temperatures 
ds  of  degrees  centi- 
>wer  than  required  by 
es  relying  on  chemical 
or  molecular  beams- — 
ng  atomic  activity. 
:echniques  are  nearly 


3-D  TV  THAT'S  AS  CLOSE  AS  YOUR  SPECS 


COMING  SOON  TO  A  LIVING 

room  near  you:  3-D  glasses 
with  built-in  TV  screens. 
Virtual  i/o  Inc.,  a  Seattle 
startup,  has  designed  a 
pair  of  i-glasses!"  that 
gives  the  wearer  what 
amounts  to  a  private  video 
screening.  It  does  this  by 
shining  images  from  two 
liquid-crystal  displays — 
one  for  each  eye.  Virtual  i/o 
uses  special  mirrors  and  lenses  to  remove  such  prob- 
lems as  curved  or  clipped-off  images  and  color  distor- 
tion. One  version  actually  tracks  movements  of  the 
head,  for  video  games  in  which  the  scene  you're  viewing 
changes  as  you  turn  your  head  left  or  right.  The  tracker 
works  by  measuring  how  the  glasses  move  with  respect 
to  the  earth's  magnetic  field. 

Of  course,  no  one  will  want  the  glasses  without  pro- 
grams or  games  that  exploit  their  features.  Luckily  for 
Virtual  i/o,  it's  partly  owned  by  Tele-Communications 
Inc.,  the  nation's  largest  cable  operator,  tci  says  it 
plans  in  the  coming  year  to  broadcast  programs  and 
distribute  video  games  that  will  appear  in  3-D  to  peo- 
ple wearing  i-glasses!.  Right  now,  people  watching  3-D 
without  the  glasses  would  see  a  bad  picture,  but  Virtu- 
al i/o  says  TCI  will  correct  that  problem  soon.  Virtual 
I/o  plans  to  produce  the  glasses  in  volume  next  year. 
They'll  sell  for  about  $599,  or  $799  for  the  head-track- 
ing version. 


100  years  old.  Computer-disk- 
drive  companies  have  used 
electrodeposition,  for  in- 
stance, to  make  thin-film  re- 
cording heads  for  hard-disk 
drives.  But  tailoring  the  tech- 


nique to  single-atom  dimen- 
sions calls  for  a  whole  new  set 
of  control  standards.  So  Stick- 
ney says  he  must  ratchet  up 
the  film  quality  before  talk- 
ing to  chipmakers. 


THROWING  THE 
OFF-SWITCH  IN 
TRANSMUTED  MICE 

IN  MANIPULATING  GENES  TO 

fight  disease,  timing  is  all.  In 
hereditary  breast  cancer,  for 
example,  the  problem  gene 
malfunctions  at  a  particular 
time,  and  only  in  specific  cells 
of  the  breast.  Since  genetic  ex- 
periments on  people  are  next 
to  impossible,  what  research- 
ers want  is  an  animal  experi- 
ment that  mimics  the  course 
of  a  disease  in  humans. 

Biologists  have  learned 
how  to  plant  normal  and  dis- 
abled genes  in  so-called  trans- 
genic mice  and  study  the  re- 
sults. But  such  tests  are  too 
imprecise  to  shed  much  light 
on  how  diseases  develop.  Last 
month,  however,  National  In- 
stitutes of  Health  researcher 
Lothar  Hennighausen  and  Dr. 
Priscilla  Furth  at  the  Univer- 
sity of  Maryland  School  of 
Medicine  described  a  way  to 
switch  the  genes  on  and  off 
at  will.  They  use  artificial 
"promoter"  genes  constructed 
from  bacterial  and  viral  com- 
ponents. These  bond  with  in- 
jected tetracycline  to  create 
new  molecules  that  can  stop 
the  target  mouse  gene  activ- 
ity. In  theory,  this  advance 
could  lead  to  injections  that 
would  halt  errant  genes  be- 
fore they  trigger  a  disease. 


I  GENE  KEEPS  YOUR  BLOSSOM  IN  BLOOM 


[NG  A  CORSAGE  IN  THE 

i  may  extend  the  life 
:  bloom  a  few  days,  but 
s  will  to  live.  Once  a 
r  is  pollinated  by  in- 
,  it  is  programmed  to 
estruct:  The  plant  au- 
tically  recycles  nutri- 
from  pollinated  petals 
Ip  produce  new  seeds 
ruit. 

w,  a  team  of  Purdue 
srsity  researchers  may 
figured  out  how  to  out- 
t  a  flower's  self-destruct 
n.  And  that  could  be  a 


boon  to  the  $7  billion  floral 
industry,  which  figures  that 
flowers  will  sell  better  if 
they  last  longer.  When  a  bee 
pollinates  a  flower  or  when  a 
flower  is  cut,  the  flower  pro- 
duces a  hormone  called  eth- 
ylene. This  hormone  turns 
on  genes  that  produce  en- 
zymes, which  then  break 
dawn  the  petal's  carbohy- 
drates and  proteins — and 
produce  still  more  ethylene. 

To  thwart  the  process, 
Purdue  horticulture  profes- 
sor William  R.  Woodson  and 


WOODSON:  His  team  found 
the  wilt  button  in  flowers 


graduate  students  Hanan 
Itzhaki  and  Julie  M.  Maxson 
have  taken  an  altered  copy 
of  the  gene  that  controls 
the  death  of  petals  and  in- 
serted it  into  carnations, 
rendering  them  insensitive 
to  ethylene.  These  geneti- 
cally engineered  carnations 
lasted  three  weeks  after 
cutting,  vs.  the  normal 
three  to  five  days.  Since 
some  of  these  same  genes 
control  the  dropping  of 
fruit,  the  research  has  the 
potential  to  boost  harvests 
by  keeping  fruit  on  trees 
until  it's  truly  ripe. 


Science  &  Technology 


MEDICAL  RESEARCH 


AIDS:  MAYBE  THERE 
ISN'T  A  MAGIC  BULLET 


Led  by  the  NIH,  the  war 
against  AIDS  is  scaling  back 
big  clinical  trials  in  favor  of 
fundamental  science 

The  numbers  in  the  aids  epidemic- 
are  staggering.  Thirteen  years  af- 
ter the  disease  burst  on  the  scene, 
it  has  killed  243,000  Americans.  An 
estimated  one  million  people  in  the 
U.  S. — 17  million  worldwide — are  infect- 
ed by  hiv  (human  immunodeficiency  vi- 
rus), while  in  some  parts  of  Asia  new  in- 
fections have  soared  tenfold  in  four  years. 
Besides  the  human  toll,  there  are  other 
humbling  statistics.  Since  the  early  1980s, 
the  U.  S.'s  biomedical  research  Establish- 
ment has  spent  more  than  $6  billion  in 
the  hunt  for  weapons  against  HIV.  The 
number  of  completely  effective  drugs  or 
vaccines  so  far:  zip.  And  "there's  not 
much  else  coming  up  the  pipeline,"  says 
immunologist  Irvin  S.  Y.  Chen,  director 
of  the  aids  Institute  at  the  University 
of  California  in  Los  Angeles. 

That's  why  the  National  Institutes  of 
Health,  led  by  its  new  chief  of  aids  re- 
search, immunologist  Dr.  William  E. 
Paul,  is  orchestrating  a  profound  and 
controversial  shift  in  the  direction  of  re- 
search. The  central  idea:  Instead  of 
rushing  promising  treatments  into  large 
clinical  trials,  scientists  should  go  back 
to  answering  fundamental  questions 
about  how  the  virus  disrupts  the  body's 
immune  system.  "We  have  to  redouble 
our  efforts  to  get  more  basic  informa- 


AIDS:  Shifting  Focus 


tion,"  says  Nobel  Laureate  David  Balti- 
more, a  molecular  biologist  at  Massa- 
chusetts Institute  of  Technology  and  a 
top  adviser  to  Paul. 

More  than  a  decade  after  hiv  was 
identified,  in  fact,  it's  sobering  to  realize 
how  mysterious  aids  still  is.  While  tan- 
talizing clues  are  beginning  to  emerge, 
scientists  aren't  sure  how  the  virus  kills 
key  cells.  They  don't  know  whether  the 
immune  system  is  capable  of  defeating 
the  virus — or  whether  an  active  immune 
response  is  part  of  the  problem.  And  it's 
unclear  why  infected  victims  remain  free 
of  symptoms  for  years  before  the  dis- 
ease takes  hold.  In  short,  Paul  says, 
though  "we've  come  from  nowhere  to  a 
situation  where  we  know  an  enormous 
amount,"  science's  grasp  of  how  the  vi- 
rus works  "is  not  what  it  ought  to  be." 
SHORTCHANGED.  Part  of  the  ignorance 
results  from  the  complexity  of  AIDS.  With 
the  wisdom  of  hindsight,  moreover,  much 
of  the  government's  $5  billion-plus  in 
aids  research  outlays  might  have  been 
better  spent.  Because  aids  activists, 
Congress,  and  many  scientists  wanted 
to  rush  treatments  to  victims,  vast  sums 
were  lavished  on  large  clinical  trials. 
They  were  used  to  deliver  care  as  well  as 
to  evaluate  such  drugs  as  azt.  And  basic 
science  was  shortchanged.  "When  Con- 
gress was  pumping  money  in,  they  were 
asking:  'How  many  patients  do  you  have 
on  clinical  trials?  What,  only  500?  You 
should  have  1,000,"'  recalls  Dr.  Anthony 
S.  Fauci,  Paul's  predecessor  as  head  of 
nih's  aids  research.  "I  would  dutifully 
say,  'Mr.  Chairman,  the  number  doesn't 


sta 


make  any  difference — you  gotta  a: 
right  questions.' " 

Such  questions — about  both  th 
chemical  details  of  the  virus'  ra 
and  the  best  way  to  use,  say,  azt 
cousin,  ddc — typically  weren 
dressed,  however.  "With  better  [ 
research  five  years  ago,  we'd  have 
answers  today,"  says  activist  C  I 
Gonsalves  of  the  Treatment  A 
Group.  "It's  hard  to  make  the  cas 
money  was  not  wasted." 

Paul  and  his  advisers  aim  to  fix 
The  new  plan  shifts  millions  of  d 
from  clinical  trials  to  more  fund 
tal  lab  and  animal  studies.  It  also 
squeeze  far  more  basic  informatio 
of  clinical  trials  themselves  by 
regular  measurements  of  such  ke 
rameters  as  the  total  amount  of 
in  the  body — tasks  for  which  both 
ing  and  technology  were  insuffieiei 
til  now.  Inevitably,  however,  giv 
aids  budget  that  won't  grow  pa; 
current  $1.3  billion  per  year,  boo 
basic  science  and  adding  costly  lab 
will  mean  fewer,  smaller  trials 
scientists  expect  the  network  of  bi 
supported  clinical  trials  to  shrink 
33  sites  to  20  next  year. 

With  a  disease  as  politicized  as 
the  prospect  of  such  downsizing 
ready  stirring  opposition.  Clini 
worried  about  losing  their  trials  en 
are  certain  to  plead  with  sympat 
lawmakers  on  Capitol  Hill.  Once  a 
trials  are  shut  down,  "there  will  be 
very  unhappy  people,"  warns  Rob 
Schooley,  incoming  director  of  the 


More  than  a  dozen  years  after  the  AIDS 
epidemic  began,  there  are  still  major 
gaps  in- the  understanding  of  the  deadly 
disease.  That's  why  the  National  Insti- 
tutes of  Health  is  taking  the  controversial 
step  of  shifting  money  from  clinical  trials 
back  to  the  lab  bench.  Here's  what 
scientists  need  to  learn — and  why: 


WEAPONS  Which  part  of  the  immune 
system — antibodies,  killer  cells,  or 
something  else — is  the  best  weapon. 
Figuring  out  which  component  to 
boost — or  suppress — is  crucial  to 
vaccine  development. 

METHOD  How  the  virus  actually  de- 
stroys vital  immune-system  cells.  It's 
difficult  to  protect  them  without  first 
understanding  why  they  die. 


TARGETS  The  functions  of  vc 
the  genes  in  the  virus.  It  ma; 
sible  to  disable  one  that  doe 
tate  fast  enough  to  elude  th< 
mune  system  or  drugs. 

LOCATION  In  which  cells  the 
virus  lurks  at  different  stage 
fection.  The  answer  may  exp 
it  eludes  the  immune  systen 
suggest  new  treatments. 
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I  aids  Clinical  Trials 
ACTG).  Adds  re- 
John  Moore  of  the 
liamond  aids  Re- 
enter in  New  York: 
going  to  be  nasty 

the  nih's  Paul  ap- 
uffled  by  that  pros- 
me  people  find  this 
basics'  idea  fright- 
i  unwise,"  he  con- 
iut  I  am  hopeful  a 
is  not  in  the  offing." 
n.yone  can  pull  off 
licy  shift,  research- 
t's  the  smart,  self- 
58-year-old  immu- 
"A  lot  of  us  have 
Bill  Paul,"  says 
3esides,  even  the 
lent  defenders  of 
rials  concede  that 
st  area  for  aids  re- 
basic  science.  Sci- 
re turning  up  cru- 
v  insights  —  and 
■and  generating  promising  ide- 
ure  treatments. 
rARGET.  One  mystery  of  aids 
tibodies  don't  stop  hiv.  In  dis- 
:h  as  polio  and  smallpox,  vac- 
Dmpt  the  immune  system  to 
;ibodies,  which  neutralize  the 
But  first-generation  aids  vac- 
m  Genentech  Inc.  and  others, 
:  based  on  one  entire  protein  in 
slope"  surrounding  the  virus, 
m  to  work. 

cientists  are  figuring  out  why. 
it  to  stopping  hiv  from  infect- 
says  immunologist  Susan  Zolla- 
»f  the  Manhattan  va  Medical 
3  binding  to  just  a  tiny,  specif- 
the  virus  envelope.  Antibodies 
d  by  current  vaccines  aren't 
argeting  these  regions;  neither 
ast  majority  of  those  made  by 
people.  But  Zolla-Pazner  has 
ntibodies  that  can  neutralize 
."  At  the  Scripps  Research  In- 

Nhy  a  handful  of  people 
n  AIDS,  in  spite  of  being  in- 
;han  a  decade  ago.  Their  se- 
;lp  everyone  else  keep  the 

fit 

the  virus  harnesses  the 
o  replicate  itself,  and 
so  gets  a  crucial  boost  when 
system  kicks  in.  It  may  be 
lock  that  process. 


stitute  in  La  Jolla,  Calif.,  researchers 
have  gone  even  further,  engineering 
similar  natural  antibodies  to  make  them 
10  times  as  potent.  "Anything  that  re- 
duces the  viral  load  has  the  possibility  of 
being  very  beneficial,"  explains  Scripps's 
Dennis  R.  Burton.  There's  interest  in 
commercializing  these  antibodies,  but 
no  trials  are  set  yet. 

Unfortunately,  antibodies  can  tackle 
only  viruses  running  free  through  the 
blood.  In  aids,  scientists  now  know, 
that's  not  enough.  The  reason  is  that 
the  virus  hides  inside  cells — it  may  even 
be  transmitted  that  way.  So  researchers 
are  trying  to  find  ways  to  boost  another 
component  of  the  immune  system,  so- 
called  cytotoxic  lymphocytes  (ctls)  that 
can  kill  infected  cells.  In  one  promising 
approach,  companies  such  as  Vical  and 
Viagene  are  using  gene  therapy  to  slip 
viral  genes  into  human  cells.  When  the 
cells  begin  to  make  the  protein  coded 
for  the  gene,  they  seem  to  turn  on  the 
ctl  response. 

The  virus  continues  to  throw  curves, 
however.  In  one  of  the  most  exciting — 
and  perplexing — recent  experiments, 
Ronald  C.  Desrosiers  of  the  New  Eng- 
land Regional  Primate  Research  Cen- 
ter seems  to  have  protected  monkeys 
from  the  simian  equivalent  of  aids  by 
vaccinating  them  with  live,  weakened 
virus.  Trouble  is,  the  key  parts  of  the 
immune  system  don't  appear  to  be  play- 
ing a  role.  The  monkeys  "don't  have  neu- 
tralizing antibodies;  they  don't  have  cy- 
totoxic cells,"  says  Fauci.  "Why  in  God's 
name  are  they  protected?" 


MORE  CONFLICT? 

H  Some  people 
find  this  back- 
to-basics  idea 
frightening  and 
unwise.  But  I 
am  hopeful  a 
civil  war  is  not 
in  the  offing  J  J 

—  DR.  WILLIAM  E.  PAUL 


The  answer  to  this  and  other  vital 
questions  may  come  from  a  scientific- 
gold  mine.  Over  the  past  couple  years, 
Fauci,  Dr.  David  D.  Ho  of  the  Aaron  Di- 
amond center,  and  others  have  identi- 
fied people  who  have  been  infected  for 
more  than  a  decade  but  show  no  signs  of 
aids.  "Their  immune  system  seems  to 
be  winning,"  says  Aaron  Diamond's 
Moore.  Now,  says  Fauci,  comes  the 
"trench  work"  of  finding  the  reason. 
HORMONE  HOPES.  In  the  meantime,  ba- 
sic science  is  making  progress  fighting 
the  secondary  diseases  caused  by  aids. 
In  the  National  Cancer  Institute  lab  of 
hiv  co-discoverer  Dr.  Robert  C.  Gallo, 
for  instance,  researchers  have  made  a 
potential  breakthrough  for  Kaposi's  sar- 
coma, once  known  as  gay  cancer.  To 
study  the  disease,  researchers  grew  sar- 
coma tumors  in  immune-deficient  mice. 
But  when  a  lab  worker  injected  sarcoma 
cells  into  a  female  mouse  by  mistake, 
says  Gallo,  the  tumors  failed  to  grow. 
"It  was  a  huge  surprise,"  he  says.  A  fe- 
male hormone,  produced  during  preg- 
nancy, appears  to  stop  the  cancer. 

Such  successes  offer  hope  that  boost- 
ing basic  research  will  bring  an  end  to 
the  epidemic.  But  the  shift  in  policy  is 
also  an  admission  of  failure.  The  high 
hopes  of  quickly  producing  effective 
drugs  and  vaccines  are  long  gone,  re- 
placed by  a  new  urgency  about  learn- 
ing aids's  hidden  secrets.  "Knowledge 
doesn't  equate  to  a  cure,"  says  Moore. 
"But  without  it,  we  won't  find  a  cure 
unless  we  stumble  on  it." 

By  John  Carey  in  Washington 
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A  BIGGER  ROLE  FOR  SMALL  FRY 
IN  YOUR  PORTFOLIO? 


When  the  managers  of 
Heartland  Value  fund 
pick  stocks,  they  seek 
companies  with  an  average 
market  capitalization  of  just 
S75  million  and  "a  price  chart 
that  looks  like  a  dead  man's 
heartbeat."  They  prefer  small, 
undervalued  companies  with 
some  hidden  catalyst  that  will 
kick  up  the  price.  Take  Nichols 
Institute,  an  S81  million  Cali- 
fornia lab-testing  company.  It 
had  sti-ong  operations  and  lots 
of  cash  yet  was  overlooked  by 
Wall  Street.  When  acquirer 
Corning  saw  what  Heartland 
saw,  the  fund  sold  its  stake  for 
a  $3.75  million  profit. 

Such  opportunities  are  more 
prevalent  among  small  com- 
panies because  they  are  less 
scrutinized  on  the  Street. 
That's  one  reason  investors 
have  been  piling  into  small-cap 
and  so-called  microcap  funds 
in  this  picked-over  market. 


business  week  defines  small 
caps  as  companies  with  S200 
million  to  $750  million  in  mar- 
ket capitalization,  with  micro- 
caps  S200  million  or  less.  But 
the  definition  of  small  varies 
depending  on  who's  counting. 
Morningstar,  which  tracks  mu- 
tual funds,  defines  it  as  anv 


INVESTING 


tial  category  in  any  invest- 
ment portfolio.  Fast-growing 
smaller  companies  provide  the 
highest  returns  and  add  di- 
versification to  a  portfolio  of 
blue  chips.  Although  the  little 
guys  took  a  dive  during  the 
stock-market  correction  this 
spring,  in  August  they  roared 


ter  they  averaged  6. i 
4.9%  for  the  Standi 
Poor's  500-stock  inde: 
6.8%  for  the  Dow.  And  e  ■ 
say  the  rally  that  bej 
1991  is  far  from  over. 

Other  factors  make 
caps  compelling  now. 
strong  earnings  and  g 


The  number  of  small-cap  fur 
has  risen  from  84  to  227  in  five  years,  an 
assets  have  almost  quadrupled 


company  under  SI  billion, 
while  the  soon-to-be-released 
Standard  &  Poor's  small-cap 
index  defines  small  as  roughly 
S80  million  to  $600  million. 

By  any  measure,  though, 
small-  and  microcap  stocks  are 
being  recognized  as  an  essen- 


back.  driven  by  stronger-than- 
expected  earnings  in  technol- 
ogy companies-telecommuni- 
cations and  computers-health 
care,  and  basic  industry.  While 
small-cap  funds  underper- 
formed  the  major  indexes  for 
the  year-to-date,  for  the  quar- 


potential  should  carry 
through  an  economy  s 
by  rising  interest  rates, 
remain  cheaper  than 
were  throughout  most 
1980s.  And  they  should 
fit  from  an  influx  of  moi 
the  increasingly  poj 
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f  small-cap  funds.  The 
1  of  funds  has  risen 
\  five  years  ago,  to 
an  227  now — and  as- 
e  almost  quadrupled, 
he  confusing  defini- 
,n  make  finding  the 
all-cap  more  difficult 
needs  to  be.  For  ex- 
he  reigning  small-cap 
)r  the  past  five  years, 
ed  by  Morningstar, 
5ven  consider  itself  a 
,p  fund.  The  Oppen- 
Main  Street  Growth 
e  fund  has  a  five-year 
e  annual  return  of 
Although  fund  man- 
in  Wallace  isn't  limit- 
ize,  and  25%  of  his 
3  is  in  bonds,  he  at- 
i  much  of  the  fund's 
to  small  caps. 
Heartland  managers, 
looks  for  a  catalyst  ■ 
3  a  stock  up.  He 
I  International,  a 
lion,  well-managed 
tance  phone  com- 
at  should  grow  at 
25%,  or  twice  the 
rate.  The  catalyst: 
insion  into  new 
on  the  East  Coast, 
sees  hidden  value 
mware,  a  $2.1  bil- 
;er  of  productivity 
3  for  mainframes, 
trough  the  main- 
lsiness  has  slowed, 
•itical  applications 
1  used,  he  says, 
rare  is  expected  to 
30%  over  the  next 
rs. 

)GE?  Wallace  also 
a  strict  sell  disci- 
arting  to  unload  a 
j  when  its  price  drops 
it  to  absorb  the  $1.3 
in  assets  that  have 
nto  the  fund,  he  has 
into  big  companies, 
Philip  Morris,  Nike 
itional,  and  Block- 
Entertainment.  As  a 
e's  already  edging  out 
nall-cap  realm. 
Iluminates  a  key  prob- 
nall-cap  funds.  If  they 
cessful  and  attract 
:hey  have  to  head  for 
:ompanies  or  close  to 
mbers.  This  was  the 
h  No.  2  small-cap  fund 
ressive  Growth,  which 


closed  its  doors  last  May  when 
its  assets  hit  $650  million.  "If 
the  fund  gets  too  large,  you 
can't  participate  in  small  com- 
panies in  a  meaningful  way," 
says  aim  manager  Bob  Kippes. 

Doors  may  be  closing  by 
yearend  at  pbhg  Growth  fund, 
where  money  is  pouring  in  at 
a  rate  of  $60  million  to  $80 
million  a  month,  pbhg  has  re- 
turned an  average  annual 
19.9%  over  five  years.  Fund 
manager  Gary  Pilgrim  follows 
a  strict  earnings  discipline. 
"Earnings  surprises  and  revi- 
sions are  the  most  important 
part  of  how  we  rank  stocks," 
he  says.  "As  soon  as  they 
start  tipping  into  deceleration, 
we  get  out." 

Twentieth  Century  Giftrust, 
with  a  five-year  average  an- 
nual return  of  19.28%,  limits 


Royce,  whose  Quest  Advisory 
manages  microcap  Royce  otc 
Fund,  which  has  earned  over 
20%  a  year  since  it  started  in 
1991.  Royce  believes  that  mi- 
crocaps  today  represent  the 
same  opportunities  that  small- 
cap  companies  offered  10 
years  ago.  Because  risk  rises 
as  company  size  drops,  Royce 
looks  for  small  companies  with 
a  proven  track  record.  Dress 
Barn  at  $200  million  is  typi- 
cal. It  has  a  high-quality  bal- 
ance sheet  in  a  cyclical  indus- 
try, and  its  stock  is  off  50%. 
Companies  like  this,  on  which 
most  investors  have  soured, 
represent  tine  value  to  Royce. 
HEAVY  WEIGHT.  Although  most 
microcap  funds  are  fairly  new, 
Heartland  Value,  the  top  in 
microcaps  for  the  last  five 
years,  has  been  stock  shopping 


all  large-cap  portfolio.  Aim  for 
a  mix  of  growth  and  value 
stocks,  because  one  is  usually 
doing  well  while  the  other 
isn't.  Over  the  past  20  years, 
the  average  annual  return  for 
small  caps  is  17.3%  (20.4%  for 
microcaps),  compared  with 
13.6%  for  large  caps,  accord- 
ing to  Satya  Pradhuman,  vice- 
president  for  quantitative 
analysis  at  Merrill  Lynch.  Add 
to  this  the  "small-cap  effect," 
whereby  the  little  guys  tend 
to  provide  higher  returns  with 
less  risk  than  would  justify 
those  returns.  "We  all  know 
equities  are  the  one  solid  way 
of  building  real  wealth  outside 
of  inflation,"  says  Quest  Ad- 
visory's Royce,  "and  if  you're 
ignoring  small  companies, 
you're  ignoring  the  best  way 
to  do  it." 


Some  Top  Small-Cap  Funds 


FUND 

ASSETS 

YR  TO  DATE 

5YRS 

MARKET  CAP 

LOAD/FEE 

SMALL 
CAPS 

($200-$750 
MILLION) 

OPPENHEIMER  MAIN 
STREET  INCOME  &  GROWTH  A 

$1.3  bil. 

0.07% 

23.09% 

$716  mil. 

5.75%/1.23% 

AIM  AGGRESSIVE  GROWTH 

650  mil. 

8.1 

21.78 

376  mil. 

closed/1.00% 

PBHG  GROWTH 

590  mil. 

-2.5 

19.99 

660  mil. 

1.5%/ 2%* 

TWENTIETH  CENTURY 
GIFTRUST 

234  mil. 

5.88 

19.28 

381  mil. 

none/1.00% 

MICROCAPS 

(UNDER  $200 
MILLION) 

HEARTLAND  VALUE 

301  mil. 

3.8 

15.26 

44  mil. 

none/0.51% 

HOTCHKIS  &  WILEY 

13.9  mil. 

0.14 

11.78 

173  mil. 

none/0.48% 

T.  R0WE  PRICE 
SMALL  CAP  VALUE 

438  mil. 

1.84 

11.98 

128  mil. 

closed/0.98% 

BERWYN 

54  mil. 

3.74 

10.59 

101  mil. 

1.37/1%* 

*  Redemption 

its  asset  size  by  a  unique  in- 
vesting approach.  You  can 
only  use  this  fund  to  make 
gifts  to  someone  other  than 
yourself  and  your  spouse,  and 
the  investment  must  stay  in 
the  fund  for  at  least  10  years. 
This  "forces  people  to  be  good 
long-term  investors,"  says 
spokesman  Gunnar  Hughes. 
People  tend  to  make  small 
contributions,  and  the  fund  is 
popular  with  parents  and 
grandparents  seeking  a  way 
to  save  for  their  children. 

As  small  caps  get  discov- 
ered, microcaps  become  "the 
final  frontier,"  says  Chuck 


with  a  magnifying  glass  since 
1984.  The  fund  has  outper- 
formed the  Russell  2000  index 
each  of  those  years  except  one. 
Co-manager  Hugh  Denison  re- 
lies on  local  brokers  to  pick 
such  undervalued  stocks  as 
Norstan,  a  $33  million  telecom- 
munications company  trading 
at  about  12  times  earnings  and 
VA  times  book  value. 

If  you're  too  heavily 
weighted  in  small-cap  stocks, 
you  take  on  greater  risk.  But 
many  investors  don't  realize 
that  a  modicum  of  small  caps, 
say  10%  to  15%,  actually  re- 
duces risk  by  diversifying  an 


DATA:  MORNINGSTAR  INC. 

If  you  have  a  time  horizon 
beyond  five  years,  especially  if 
saving  for  retirement,  you're 
missing  out  by  not  capturing 
that  extra  return.  According 
to  Ibbotson  Associates,  your 
chances  of  profiting  with 
small-cap  investing  are  high 
after  10  years — and  almost 
certain  after  20  years.  If  the 
risk  still  bothers  you,  pbhg's 
Pilgrim  advises,  "be  very  con- 
servative about  money  you 
think  you  might  need  over  the 
next  few  years."  Then  you  can 
use  small-fry  funds  to  help  put 
some  punch  into  the  rest  of 
your  portfolio.     Punt  Black 


Personal  Business  / 


IT'S  HIGH  TIME 
FOR  BIRD-WATCHING 


THE  MAJEnr 

of  an  osp 


Some  came  alone, 
others  in  pairs,  and 
still  others  by  the 
dozens.  For  hours, 

they  flew  over  swamps  and 
dunes.  The  falcons  seemed  to 
be  in  the  biggest  hurry,  devi- 
ating from  their  flight  path 
only  to  snag  a  dragonfly  or 
hunt  another  bird.  Broad- 
winged  hawks  drifted  leisure- 
ly in  search  of  warm  currents 
rising  from  the  land.  Ospreys 
soared  overhead  majestical- 
ly, like  eagles. 

At  the  annual  hawk  watch 
at  Cape  May  Point,  X.J.,  up- 
wards of  35,000  birds  of  prey 
put  on  a  wondrous  display  as 
they  migrate  from  as  far 
north  as  Greenland  to  as  far 
south  as  Argentina.  From  late 
August  through  the  first  chill 
days  of  December,  hawk- 
watchers  flock  to  this  seaside 
Victorian  resort  town  to  see 
the  birds  on  their  journey. 

It's  not  the  only  hot  bird- 
watching  spot  this  time  of 
year.  Others  include  Duluth, 
Minn.;  Whitefish  Point,  Mich.: 
and  Goshute  Mountains,  Utah. 
The  top  of  New  York's  World 
Trade  Center  is  a  prime  loca- 
tion, as  are  On- 
tario's Holiday 
Beach,  the  San- 
ta Ana  National 
Wildlife  Refuge 
in  Texas,  and 
Hawk  Moun- 
tain in  Penn- 
sylvania. 

It  was  at 
Hawk  Mountain 
that  hawk- 
watching  got  its 
start  in  1934,  when  conserva- 
tionist Rosalie  Edge  raised 
money  to  buy  the  rocky 
plateau  from  which  local  gun- 
ners slaughtered  hawks  for 
sport.  These  days,  it's  Cape 
May  that  has  a  special  allure 
for  both  birds  and  bird-watch- 
ers. The  peninsula  is  known 
as  a  land  funnel:  Seeing  a  vast 


REST  STOP 

for  a  hawk 


stretch  of  water  to  the  east, 
west,  and  south,  birds  con- 
verge over  the  cape  to  rest 
and  eat  before  continuing  on 
their  long  passage. 
So  far  this  season, 
more  than  12,500  sharp- 
shinned  hawks  and  American 
kestrals  have  been  spotted. 

The  town  has  made  bird- 
watchers equally  welcome  by 


OUTDOORS 


spring  hawk  mi- 
gration north  isn't 
as  much  of  a  spectacli 
as   the  journey 
south;  the  birds 
come  back  in  dribs 
and  drabs.  Spring  is  the 

time  to  look  for 
warblers  and 
shorebirds  heading  north  from 
South  America.) 

It  doesn't  cost  a  lot  to  get 
into  the  sport.  The  most  criti- 
cal requirement:  binoculars. 


Birding  Guides 

NATIONAL  GEOGRAPHIC  SOCIETY  FIELD  GUIDE  TO  THE 
BIRDS  OF  NORTH  AMERICA  (Random  House,  $21).  Hailed  by 
birders  for  its  accuracy,  the  book  features  paintings  and  draw- 
ings that  render  average  likenesses  of  birds,  useful  because  of  the 
range  of  variabilities  even  among  birds  of  the  same  species. 

PETERSON  FIELD  GUIDE  TO  HAWKS  by  William  S.  Clark  and 
Brian  K.  Wheeler  (Houghton  Mifflin.  $15.95).  This  handy  guide 
provides  drawings,  photos,  and  silhouettes  of  raptors  in  flight. 

THE  BIRDER'S  HANDBOOK  by  Paul  R.  Ehrlich  (Simon  & 
Schuster,  $17).  A  book  that  offers  fun  facts  about  birds,  such  as 
feeding  and  nesting  habits  and  gestation  periods. 


ON  THE  MOVE:  Turki  tj  culture  and  peceyc'im  falcon 

Expect  to  spend  at  least  $300 


building  an  elevated  platform 
near  the  base  of  the  old  light- 
house. The  Cape  May  Bird 
Observatory  (609  884-2736) 
offers  field  trips  and  lectures, 
ranging  from  August  Hum- 
mingbird Extravaganzas  to 
Hawk  I.D.  Mini-Workshops 
in  September  and  October. 
LONG  JOURNEY.  Perhaps  the 
greatest  tutorial  for  would-be 
hawk-watchers  is  held  at 
Cape  May  Point  all  day,  every 
day  through  Nov.  27  on  the  el- 
evated platform.  Just  bring  a 
set  of  binoculars,  and  you  can 
work  side-by-side  with  official 
bird-counters,  who  will  help 
you  learn  to  spot  and  identify 
the  19  species  of  hawks  and 
eagles  cruising  overhead.  (The 


for  a  durable,  lightweight  pair 
that  can  focus  quickly.  Make 
sure  the  glasses  fit  the  grip  of 
vour  hand.  You  will  be  hold 


ing  them  up  for  ho 
a  time,  so  you  ms 
want  anyt 
heavier  th 
ounces.  You 
also  want  to 
away  from  glasses 
higher  magnifications — 
range  of,  say,  10 — since  tl 
harder  to  focus,  and  you 
smaller  field  of  vision. 
"AT  PEACE."  If  gettin, 
equipment  is  easy,  lea 
the  ropes  of  bird-watch 
not.  Becoming  proficient 
lots  of  experience  in  th* 
and  attendance  at  lectin 
good  way  to  start  is  by 
ing  the  S20  introductory 
to  join  the  National  Auc  - 
Society  in  New7  York  (80( 
4201).  Another  resource 
American  Birding  Ass 
Colorado  Springs,  Colo 
634-7736). 

Birders  spend  hours 
ing  into  the  sky.  noting 
shape,  tail  length,  and 
ner  of  flight  to  identify 
that  appear  as  dots.  Knc 
differences  among  specie  j: 
ables  veteran  birders  to 
process  of  elimination  t 
termine  which  one  th' 
sighting. 

The  intellectual  stimu]  K 
of  the  detective  work  isn 
only  attraction.  For  Ma 
Murgitroyde,  a  volunte 
Cape  May  Point  who  has 
birding  for  15  years,  it's 
to  relieve  stress.  "I'm  t&~-. 
at  peace  when  I'm  bird 
she  says.  If  you  need  a  i 
ing  break  from  the  daily 
you're  just  a  pair  of  binoc 
awav.      Christina  Del 


WORTH  NOTING 


■  IRS  WOES.  If  you  and  the  Internal  Revenue  Service 
don't  see  eye  to  eye,  the  worst  thing  you  can  do  is  ign 
the  problem,  says  tax  attorney  Martin  Horwitz  of  Ci 
nati.  How  to  Survive  Your  ms  Crisis,  his  two-hour 
comes  with  a  manual  and  worksheets.  Call  800  310 
to  order  the  $59  kit. 

■  travel  TIPS.  People  not  privy  to  the  secrets  of  sea 
soned  travelers — such  as  howT  to  get  more  legroom  on 
flight  or  avoid  hotel-phone  surcharges — can  get  some 
handy  advice  from  202  Tips  Even  the  Best  Business 
Travelers  May  Not  Know  by  Christopher  J.  McGinnis 
($10,  Irwin  Professional  Publishing). 


1  12  BUSINESS  WEEK  /  OCTOBER  24,  1994 


oil  may  not  know  it, 
but  you  use  Unisys  products 
and  services  every  day 


ien  you  cash  a  check,  reserve  a 
n  a  plane  or  make  a  telephone 
u  probably  don't  think  about 
you  can  do  those  things  more 
ecause  we  think  about  you. 
i're  Unisys.  Our  solutions  help 
lies  like  the  ones  you  see  here 
e  you  with  better  products 
vice. 

isys  serves  over  80  percent  of 
rld's  leading  banks  .  .  .  over 


) 


)tn-er>lze\  kus'-ts-ma-rize'W 
nake  a  company  more  responsive 
:ustomers  and  better  able  to  attract 
ines  2 :  to  customerize  an  organi- 
n"s  information  strategy,  e.g..  to 
id  systems  capabilities  to 
locations  and  other  points  of 
mer  contact  and  support  3 :  what 
'S  Corporation  does  for  a  growing 
of  companies,  and  government 
:ies,  worldwide  syn  see  customer 
:e.  competitive  edge,  business- 
al  solutions,  revenue  generation 


lines  .  .  .  over  1,600  govern- 
igencies  .  .  .  and  35  of  the 
>  largest  telecommunications 


CITIBAN<£ 


VJJ  United  Airlines  | 


companies.  And  our  customerize 
approach  helps  them  all  be  more 
responsive  to  what  customers  like 
you  really  want. 

UMSYS 

We  make  it  happen. 


§?5 


A/Cf 


side 


HCarnival 

THE  .MOST  Pom  Alt  CRtlsK  LINE  CS  THE  WORLD!. 


So  if  using  the  products  and  ser- 
vices of  these  companies  helps  make 
your  life  more  enjoyable,  call  us  at 
1-800-874-8647,  ext.  22.  See  how  we 
can  help  make  your  organization 
well  known  for  creating  something 
truly  valuable  in  business:  satisfied 
customers. 


s  Corporation 


iness  Week  Index 


CTION  INDEX 


from  last  week:  0.2% 

from  last  year:  9.4%  1992=100  (tour-week  moving  average) 


Oct.  1 
116.1 

T 

k 

Sept.  24 
116.0 

• 

Feb.  June  Oct. 

i  1994  1994  1994 


ction  index  rose  in  the  week  ending  Oct.  1.  Seasonally  adiusted  output 
jcks,  crude-oil  refining,  and  paperboard  fell,  and  output  rose  in  steel, 
;r,  coal,  paper,  lumber,  and  rail-freight  traffic.  The  unaveraged  index  hit 

115.9.  In  September,  the  index  fell  to  116.5,  from  August's  118.8. 
las  been  updated  to  reflect  new  1992  weightings  of  its  components, 
monthly  history  is  available  from  business  week. 

BW  production  index  copyright  1994  by  McGraw-Hill  Inc. 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

STEEL  (10/8)  thous.  of  net  tons 

1,929 

1,91 3# 

6.3 

AUTOS  (10/8)  units 

131,257 

i  ifi  c/"o.ii 

1 19,ooor# 

11.1 

TRUCKS  (10/8)  units 

1 13,648 

1  li^UUrff 

3.5 

ELEuTHIC  rOWcn  (10/8)  millions  of  kilowatt-hrs. 

57,232 

57,941# 

3.6 

PDIIIIC  All  DCCIUIUfi  n  n/oi  iu.,,.   ~<  kki  m-^., 

bltUUt-UIL  ntriltlllu  (lU/oj  thous.  of  DDI. /day 

1  Cl  70 

— U.D 

COAL  (10/1)  thous.  of  net  tons 

20,514# 

20,007 

11.6 

PAPERBOARD  (10/1)  thous.  of  tons 

895. 6# 

880.4 

5.4 

PAPER  (10/1)  thous.  of  tons 

829. 0# 

829.0r 

3.2 

LUMBER  (10/1)  millions  of  ft. 

496.8# 

496.9 

4.3 

RAIL  FREIGHT  (10/1)  billions  of  ton-miles 

24. 9# 

24.1 

10.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2,  Association  of  American  Railroads 


VINDICATORS 


;  WEEK  LEADING  INDEX*  (10/1) 


PRICES 


LATEST 
WEEK 

245.92 


WEEK  YEARLY 
AGO    %  CHG 

246. 07r  8.0 


ICES  (10/7)  S&P  500 

456.98 

462.53 

-0.8 

rE  BOND  YIELD.  Aaauo/7) 

8.57% 

8.48% 

27.5 

AL  MATERIALS  PRICES  (l 0/7) 

108.2 

108.1 

15.4 

FAILURES  (9/30) 

293 

317 

-17.5 

&TE  LOANS  (9/28)  billions 

$440.3 

$440. 3r 

6.2 

PPLY,  M2  (9/26)  billions  $3,562.4 

$3,558.4r 

1.8 

.AIMS.  UNEMPLOYMENT  (9/24)  thous 

310 

321 

-5.8 

enter  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
jy's.  Journal  of  Commerce  (index:  1980=100),  Dun  &  Bradstreet  (failu 
lpanies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data 
lures  and  real  estate  loans.  *Copyright  1994  by  CIBCR. 


1ST  RATES 


FUNDS  (10/11) 

LATEST 
WEEK 

4.71% 

WEEK 
AGO 

4.78% 

YEAR 
AGO 

2.91% 

IAL  PAPER  (10/12)  3-month 

5.53 

5.46 

3.25 

ITES  OF  DEPOSIT  U0/12)  3-month 

5.52 

5.50 

3.22 

RTGAGE  (10/7)  30  year 

9.03 

8  9 1 

6.83 

ILE  MORTGAGE  (10/7)  one  year 

5.80 

5.69 

4.15 

ederal  Reserve,  HSH  Associates 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (10/12)  $/troy  oz. 

387.900 

39  3  700 

5.9 

STEEL  SCRAP  (10/11)  #1  heavy,  $/ton 

133.50 

134.50 

3.5 

COPPER  no/8)  e/ib. 

121.5 

126.0 

42.0 

ALUMINUM  (io/8)  e/ib. 

80.0 

79.0 

55.3 

COTTON  (10/8)  strict  low  middling  1-1/16  in., 

e/lb.  66.26 

68  85 

20.3 

OIL  (10/11)  $/bbl. 

17.71 

1  7  96 

-4.8 

Sources:   London  Wednesday  final  setting,  Chicago 
market,  NYMEX 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (10/12) 

99.95 

99.49 

107.15 

GERMAN  MARK  (10/12) 

1.54 

1.54 

1.62 

BRITISH  POUND  (10/12) 

1  58 

1.59 

1.51 

FRENCH  FRANC  (10/12) 

5.28 

5.27 

5.73 

ITALIAN  LIRA  (10/12) 

1568.0 

1  56  /  5 

1595.5 

CANADIAN  DOLLAR  (10/12) 

1.35 

1.35 

1.33 

MEXICAN  PESO 

3.419 

3.412 

3.106 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r  =  revised       NM  =  Not  meaningful 
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>  INVENTORIES 

)ct.  17,  10  a.m.  ►Inventories  held 
icturers,  wholesalers,  and  retailers 
ose  by  about  0.4%  in  August,  not 
5rent  from  their  monthly  increases 
id  July.  That's  the  median  forecast 
ists  surveyed  by  mms  Internation- 
on  of  McGraw-Hill  Inc.  Manufac- 
e  already  reported  a  0.1%  ad- 
heir  stockpiles  for  the  month. 
;ales  probably  increased  by  a 
in  August,  as  suggested  by  the 
p  in  factory  shipments  and  0.8% 
ail  sales.  As  a  result,  the  ratio  of 
nventories  to  sales  likely  dropped 
August,  from  its  1.42  reading  in 


INTERNATIONAL  TRADE 

Wednesday,  Oct.  19,  8:30  a.m.  ►The  trade 
deficit  in  goods  and  services  likely  narrowed 
only  modestly  in  August,  to  about  $9.9  bil- 
lion, from  July's  unexpectedly  large  $11  bil- 
lion total.  That  would  place  the  average  for 
the  trade  gap  so  far  in  the  third  quarter 
above  its  second-quarter  pace.  For  merchan- 
dise alone,  the  mms  forecasters  expect  the 
deficit  to  narrow  a  bit  more,  to  $13.5  bil- 
lion, from  $15.7  billion  in  July.  Exports, 
which  dropped  by  4%  in  July,  are  projected 
to  bounce  back  to  a  record  $42.4  billion. 
Imports,  which  were  flat  in  July,  probably 
dipped  slightly  in  August  as  retailers  worked 
off  an  overhang  of  inventories,  including  im- 
ported goods. 


HOUSING  STARTS 

Thursday,  Oct.  20,  8:30  a.m.  ►The  mms 
survey  forecasts  that  housing  starts  fell  to 
an  annual  rate  of  1.4  million  in  September, 
after  rising  2.1%  in  August,  to  a  1.44  mil- 
lion pace.  However,  that  increase  was 
caused  entirely  by  a  33%  surge  in  apart- 
ment construction,  a  gain  unlikely  to  be  re- 
peated. Starts  of  single-family  homes  fell  in 
August.  Higher  mortgage  rates  are  cutting 
some  buyers  out  of  the  real  estate  market, 
leading  to  a  slowdown  in  housing  activity. 
Payrolls  at  general  building  contractors  have 
flattened  out  this  summer.  Builders  report 
buyer  traffic  is  weakening,  and  mortgage  ap- 
plications to  purchase  a  home  declined  in 
September. 


"YOUR 
FREE 
CATALOG 
KNOCKED 
MY  SOCKS 
OFF" 


We  get  that  sort  of  comment 
all  the  time.  People  are 
impressed  that  our  free 
Consumer  Information 
Catalog  lists  so  many  free 
and  low-cost  government 
booklets.  There  are  more 
than  200  in  all,  containing  a 
wealth  of  valuable 
information. 

They  tell  you  how  to  make 
money,  how  to  save  money 
and  how  to  invest  it  wisely. 
They  tell  you  about  federal 
benefits,  housing,  jobs,  and 
learning  activities  for 
children.  They  fill  you  in  on 
nutrition,  health  and  much, 
much  more. 

Our  free  Catalog  will  very 
likely  impress  you,  too.  But 
first  you  have  to  get  it.  Just 
send  your  name  and 
address  to: 

Consumer  Information  Center 
Department  KO 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
U.  S.  General  Services  Administration 
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52-week  change 
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%  change 
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Latest 

Week 

52-week 

DUSTRIALS 

3875.2 

2.3 

7.5 

>ANIES  (S&P  MidCap  Index) 

175.0 

2.5 

-0.9 

NIES  (Russell  2000) 

254.9 

2.2 

-1.2 

IS  (Russell  3000) 

267.7 

2.5 

-0.3 

%  change  (local  currency) 

OCKS 

Latest 

Week 

52-week 

NCIAL  TIMES  100) 

3100.5 

4.9 

0.6 

INDEX) 

20,089.7 

1.7 

0.3 

COMPOSITE) 

4355.0 

2.4 

5.9 

FUNDAMENTALS 

Latest 

Week  Ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.12% 

5.07% 

3.10% 

30-YEAR  TREASURY  BOND  YIELD 

7.89% 

7.95% 

5.92% 

S&P  500  DIVIDEND  YIELD 

2.75% 

2.80% 

2.77% 

S&P  500  PRICE/EARNINGS  RATIO 

18.3 

17.9 

21.7 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

460.6 

460.8 

Positive 

Stocks  above  200-day  moving  average 

37.0% 

31.0%r 

Positive 

Speculative  sentiment:  Put/call  ratio 

0.83 

0.84  r 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.37 

1.44 

Positive 
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%  change 
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I  SYSTEMS 
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21.4 

-22.9 
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5.4 
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8.6 

22.5 

72  3A 
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5.2 

17.7 
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10.6 

18.4 

28  V8 
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4.9 
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40.9 
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LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
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Price 
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tal  return 

% 

LAGGARDS 
Four-week  total  return 

% 

1  STRATEGIC  INVESTMENTS 

5.0 

STEADMAN  AMERICAN  INDUSTRY 

-12.2 

rl  CENTURY  GIFTRUST  INVESTORS 

5.0 

FIDELITY  SELECT  AIR  TRANSPORTATION 

-11.9 

.RICAN  TECHNOLOGY  A 

3.9 
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il  return 

% 

52-week  total  return 

% 

i  STRATEGIC  INVESTMENTS 

56.6 

MONITREND  GOLD 

-39.0 

S&P  500 


4-week  total  return 


Average  fund 
52-week  total  return 
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ERY  GROWTH 


43.7 
43.6 


STEADMAN  OCEANOGRAPHIC  TECHNOLOGY  -36.5 


AMERICAN  HERITAGE 


-29.9 


/E  PORTFOLIOS 


DRl/McGRAW-HILL 


Foreign  stocks 
$11,377 

+0.75% 


Gold 
$10,555 

-1.22% 


U.S.  stocks 

$10,387 

+2.46% 


llll 


Money  market  fund 
$10,207 

+0.05% 


Treasury  bonds 
$8,887 

+0.03% 


page  are  as  of  market  close  Wednesday,  Oct.  12,  1994,  unless  otherwise  indicated. 
;  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar- 
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Editorials 


A  BETRAYAL  OF  THE 
GOFS  PRINCIPLES 

Principles.  Once  upon  a  time,  belonging  to  a  political  par- 
ty meant  standing  by  them.  Take  free  trade.  Just  yester- 
day, "Republican  Party"  was  synonymous  with  free  trade. 
For  Republicans  in  the  House  and  the  Senate,  the  issue  was 
a  no-brainer.  The  party,  in  the  modern  era,  has  always  stood 
for  free  markets  and  competition,  at  home  or  abroad. 

But  no  more.  Principles  are  suddenly  less  important  than 
denying  a  weakened  President  Clinton  any  legislative  victo- 
ries before  November's  midterm  elections.  That  is  why  Sen- 
ate GOP  leader  Robert  Dole  of  Kansas  and  House  Republican 
leader  Newt  Gingrich  of  Georgia  are  trashing  the  new  Gen- 
eral Agreement  on  Tariffs  &  Trade.  They  might  have  suc- 
ceeded in  killing  it  had  the  Business  Roundtable  not  given 
Dole  a  wake-up  call  recently. 

As  it  is,  a  final  congressional  vote  on  the  trade  pact  won't 
take  place  until  after  the  elections,  giving  Naderites,  unions, 
and  isolationists  time  to  mobilize  opposition.  Worse,  the  GOP's 
new  "Contract  with  America,"  signed  by  316  Republicans 
running  this  fall,  is  mum  on  the  subject.  For  the  first  time  in 
memory,  the  party  of  free  trade  is  not  fighting  for  it. 

Beneath  the  betrayal  of  principle  lies  the  poisonous  polar- 
izing of  politics  that  has  taken  hold  in  Washington.  Dole  and 
Gingrich  sense  what  Ross  Perot  and  Pat  Buchanan  captured 
in  last  year's  fight  over  the  North  American  Free  Trade 
Agreement.  Americans,  anxious  about  the  global  economy,  are 
looking  for  someone  to  blame,  be  they  immigrants  or  big 
business.  It  used  to  be  the  unions  and  the  Democrats  that  ex- 
pressed those  fears  politically.  Not  anymore. 

Free  trade  is  always  a  hard  sell.  But  as  a  vibrant  macroec- 
onomic  force  for  growth  and  prosperity,  it  hasn't  failed  Amer- 
ica yet.  Witness  what  nafta  has  wrought.  Instead  of  U.  S. 
companies  fleeing  south  to  exploit  cheap  labor,  exports  and 
trade  are  booming.  The  economic  impact  of  gatt,  with  tariff 
cuts  averaging  36%,  will  be  nafta  multiplied  by  100. 

There  is  no  retreat  from  the  new  world  economy.  Those  who 
export  will  prosper;  those  who  don't  will  suffer.  Dole,  Gingrich, 
and  the  Republican  Party  know  this.  Their  flirtation  with 
protectionism  is  shortsighted  and  destructive.  They  should  re- 
turn the  gop  to  its  true  free-trade  bedrock. 

THE  RUBLE'S 
BRUTAL  LESSON 

What  is  one  to  make  of  the  precipitous  drop  in  the  value 
of  the  Russian  ruble?  A  one-day  plunge  of  27%  invites 
images  of  a  worthless  currency,  hyperinflation,  and  econom- 
ic as  well  as  political  chaos.  This  was  true  of  Germany  in  the 
1920s.  It  is  not  true  of  Russia  in  the  1990s — not  yet  anyway. 
The  ruble  crisis  is  a  brutal  reminder  to  Prime  Minister 
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Viktor  Chernomyrdin  that,  despite  great  success  in 
tizing  the  Russian  economy,  there  is  no  alternative  to 
restraint.  The  markets  will  have  their  revenge. 

For  the  first  half  of  1994,  Chernomyrdin  was  able  to 
the  credit-hungry  bureaucrats  from  the  farming  an 
tary-industrial  sectors.  As  a  result,  the  government  c 
credit,  the  central  bank  printed  less  money,  inflation 
in  half — to  5%  a  month — and  the  ruble  stabilized.  F 
investors  began  pouring  billions  of  dollars  into  the  st 
newly  privatized  Russian  companies.  In  August,  the  vi 
cycle  ended.  Political  pressure  pushed  Chernomyrdin 
government  lending  once  again.  By  September,  inflati 
up  to  8%  monthly.  The  ruble  was  ready  for  a  fall. 

What  to  do  now?  Chernomyrdin  has  no  choice  but  to 
to  a  tighter  fiscal  and  monetary  policy.  Privatization  ' 
ceeding  at  an  amazing  pace  in  Russia  and  a  new  class 
trepreneurs  is  growing  fast.  But  it  will  be  years  bef 
state  industries  can  be  absorbed  by  the  expanding  priva 
tor.  In  the  interim,  President  Boris  Yeltsin  and  Chern 
din  must  perform  delicate  economic  surgery  on  Russia, 
political  and  financial  instruments.  Hyperinflation  can 
that  impossible.  Witness  the  current  panic  over  the  r 

IT'S  POWER,  NOT  THE 
WAY  YOU  TALK 

The  argument  of  Deborah  Tannen's  new  book,  Ta 
From  9  to  5,  is  seductive:  Men  and  women  have  difl  f 
talking  styles.  Men  tend  to  be  boastful,  interrupting  anc 
manding,  always  trying  to  "one-up"  their  colleagues.  W  I 
tend  to  be  indirect,  ingratiating,  and  hesitant,  always  t 
to  blend  in  and  be  sensitive  to  the  group.  The  result?  Th 
speech  styles  often  lead  to  miscommunication  betwee 
sexes,  with  women  suffering  most  of  the  consequences  i 
opportunities,  promotions,  and  pay.  Tannen  argues  t 
only  men  and  women  understood  one  another's  special  s 
there  would  be  fewer  misunderstandings  and  women  \ 
be  better  able  to  break  through  the  proverbial  "glass  cei 
Alas.  If  only  it  were  that  simple.  Status  and  the  role 
pie  play  at  work  have  at  least  as  much  to  do  with  their  s 
styles  as  gender  and  the  different  ways  boys  and  gir 
brought  up.  Does  anyone  really  think  that  Linda  Wa 
president  of  Warnaco,  or  Kay  Koplovitz,  chief  executive 
Networks,  are  hesitant  or  indirect  in  the  way  they  talk  t 
ordinates?  Speech  styles  depend  in  great  part  on  the 
relations  between  speaker  and  listener.  That  power  may 
from  work  status,  social  status,  or  age,  but  it  is  real. 

This  is  not  to  deny  that  gender  plays  a  role  in  d' 
tiating  speech  styles.  It's  just  that  it  doesn't  play  m 
one.  Texans  and  New  Yorkers,  Yalies  and  Michigan 
twentysomethings  and  aging  boomers  have  been  bri 
different  styles  of  talking  to  the  office  for  years.  The  ii 
of  women  to  get  ahead  in  the  workplace  can't  be  rati 
ized  by  simply  their  style  of  speech.  They  must  have  equ 
cess  to  networks,  contacts,  mentors — the  stuff  of  powe 


AMERICA'S  UMBRELLA 


We  all  share  the  same  goals  in 
business  and  in  life.  Security... 
protection.. .  trust.  WJiat  every 
man,  woman  and  child  seeks  from 
birth.  Wliat  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  130  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  health  care  networks,  or 
the  innovation  of  a  property 
casualty  program  that  has  helped 
save  American  business  over 
$300  million;  or  through  a 
pension  and  retirement  plan  that 
is  safeguarding  the  dreams  of  10 
million  workers,  retirees  and  their 
families,  we  make  a  difference  in 
people's  lives. 


Even  with  50%  of  the  Fortune  500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  billions 
of  dollars  in  assets  and  the  knowl- 
edge that  every  customer  under 
America's  umbrella  is  our  most 


•  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


important  one. 

Travelerslnsurance 

a  Member  of  TravelersGroup  J 
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Derivatives  can  be  a 
dangerous  game  -  just 
ask  the  corporations  that  got  burned  in  last 
spring's  debacle.  Chastened  executives, 
convinced  that  managing  risk  is  essential  to 
survival,  are  now  rushing  to  redesign  their 
strategies  for  the  perilous  '90s.  Here's  how. 
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"Information.  There's  more  of  it.  But  its 
not  as  easy  to  understand  as  it  used  to  be. 
Who  can  help?" 

Chemical  can.  We  know  the  right  financial  information  can 
help  you  make  decisions  more  quickly,  intelligently  and  success- 
fully than  the  competition.  But  todays  torrent  of  information 

Z%  Chemical 


■I 


cons  in  many  different  forms  and  needs  expert  interpretatio. 
to  1  understandable  and  useful.  That's  where  we  come  in.  , 

Vround  the  clock,  our  Geoserve®  unit  transforms  raw  dat 
int.  elevant  intelligence  for  our  clients.  As  a  market  leader  - 
in  t  asury  management,  secunt.es  processing,  and  transaction, 
anduformation  services  worldwide,  we  specialize  in 


hat  give  clients  a  competitive  edge, 
sample,  Geoserve  is  the  leading  provid 
ns  and  balance  and  transaction  reportii 
ight  information,  immediately  availah 
ps  companies  exert  a  powerful  contn  i 
i  flow. 


As  banker,  advisor  and  operating  services  partner,  Chemical 
helps  clients  manage  their  own  information  flows  and  can  also  tap 
and  interpret  global  market  information  to  guide  funding,  invest- 
ing and  risk  management  decisions. 

Call  Chemical.  We  transform  information  into  the 
power  to  make  decisions. 


Expect  more  from  us? 
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"Information.  There's  more  of  it.  But  its 
not  as  easy  to  understand  as  it  used  to  be. 
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Chemical  can.  We  know  the  right  financial  information  can 
help  you  make  decisions  more  quickly,  intelligently  and  success- 
fully than  the  competition.  But  today's  torrent  of  information 
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As  banker,  advisor  and  operating  services  partner,  Chemical 
helps  clients  manage  their  own  information  flows  and  can  also  tap 
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The  new  AS/400. 

Black  goes  with  everything. 


If  your  business  plan  includes  client/server  computing, 
rest  assured  that  the  new  AS/400®  Advanced  Series  will 
coordinate  impeccably.  Everything  about  it  is  designed 
with  a  new  openness  and  interoperability,  to  thrive  in 
client/server  environments.  There's  open  client  access,  to 
serve  OS/2?  Windows,™  DOS,  Macintosh  or  UNIX®  sys- 
tems with  equal  ease  and  security.  Powerful  features  that 
provide  open  database  access  and  protocol-independent 
networking  are  built  in.  There's  a  wide  choice  of  AS/400 
Advanced  Servers— high  performance  processors  fine- 
tuned  for  client/server  duty.  And  thousands  of  AS/400 
client/server  applications  are  ready  today.  In  short,  the 
new  AS/400  is  so  easy  to  implement  and  manage,  it  rep^ 
resents  a  new  generation  ih  client/server  computing:  a 
system  designed  to  stand  out^  even  as  it  blends  in.  For  \ 
additional  information,  call  1  &jqiBM-6676,  ext.  641. 

IBM,  AS/400 'and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation. 
Windows  is  a  trademark  of  Microsoft  Corporation.  UNIX  is  a  registered  trademark  of  UNIX  System 
Laboratories, .Inc.  Macintosh  is  a  registered  trademark  of  Applet'Cferftputer.  Inc.  ©1 994  IBM  Corp. 
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The  derivatives  debacle  last  spring 
taught  Corporate  America  some 
hard  lessons  about  financial  risk 
in  the  perilous  '90s — and  the  need 
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EDITED  BY  LARRY  LIGHT  &  JULIE  TILSNER 


FAT  WALLETS 

LOU  GERSTNER'S 
BIG  BLUE  REWARD 


CONFIDENT:  Buying  up  stock 
WALL  STREET  HAS  BEEN  KIND 

lately  to  IBM — and  also  to  its 
boss,  Louis  Gerstner.  The 
runup  of  Big  Blue  stock  has 
given  Gerstner  some  hand- 
some paper  profits  since  his 
April,  1993,  arrival:  $1.1  mil- 
lion on  the  50,000  shares  he 
owns,  plus  $13.8  million  on  op- 
tions granted  as  part  of  his 
pay  package. 

Shortly  after  coming  to 
IBM,  when  investors  were 
treating  its  shares  like  toxic 


waste,  he  began  buying  on 
the  open  market.  And  he  kept 
that  up  through  the  stock's 
nadir  (42  in  August,  1993)  and 
into  the  current  upswing  (75% 
on  Oct.  19),  spending  $2.6  mil- 
lion. Key  factors  in  Wall 
Street's  change  of  heart  are 
Gerstner's  relentless  cost-cut- 
ting at  the  computer  giant 
and  the  perception  that  an  im- 
proving global  economy  bodes 
well  for  IBM  earnings. 

But  the  fact  that  Gerstner 
was  putting  his  own  money  in 
helped.  Says  Smith  Barney 
Shearson  analyst  Barry  Bo- 
sak:  "That's  a  real  statement 
of  confidence."  The  invest- 
ment community  also  appre- 
ciated that  he  didn't  exercise 
any  of  his  options,  a  sign  that 
he  thought  it  better  to  wait 
because  the  stock  price  would 
go  even  higher.  In  April,  1994, 
he  was  eligible  to  exercise, 
for  44%,  25%  of  the  options  he 
has  on  500,000  shares.  Given 
his  wealth — $2.6  million  in 
1993  pay — he  can  afford  to 
buy  a  lot.  □ 


SUPPLY  AND  DEMAND 

BOTTLENECK  IN 
THE  DISH  BIZ 


LAMENT,  YOU  SATELLITE-TV 

lovers.  There's  a  shortage  of  a 
key  part  for  the  booming  sat- 
ellite dish  market  The  de- 
cryption module,  which  de- 
codes tv  signals,  is  in  short 
supply  because  distributors 
underestimated  demand,  and 
a  production  snag  developed. 
General  Instrument,  which 
has  a  monopoly  on  the  mod- 
ule's descrambling  chip,  says 
it's  hustling  to  catch  up. 

Equipment  suppli- 
ers are  steaming  as 
they  watch  production 
lag  and  customers 
walk  away.  Take 
Uniden  America,  the 
Fort  Worth  subsidiary 
of  Uniden  of  Japan. 
It's  the  biggest  suppli- 
er of  channel  tuners 


and  says  the  module  shortage 
has  cost  it  millions  in  sales. 

The  problem  is  confined  to 
the  big,  old  C-band  dishes — 
massive  monuments  that  oc- 
cupy a  sizable  chunk  of  the 
yard.  Even  though  the  new 
pizza-pan-size  digital  units  are 
out,  the  market  is  still  boom- 
ing for  the  analog-based  C- 
band  dishes.  Total  authorized 
units  installed  rose  27%  from 
January  to  October,  to  2.1  mil- 
lion dishes,  gi  says.  C-band 
systems  cost  more  (top  price: 
$2,500  vs.  $900)  but  are  said 
to  have  slightly  better  picture 
quality.  Peter  Coy 


beam  IT  DOWN:  Key  part  missing 


TALK  SHOW  ((People  don't  realize  we've  had  a  crash  in  tl 
bond  market,  worse  than  the  stock  market  crash  in  '87." 

— Donald  Marron,  CEO  of  Paine  Webber,  which  is  buying  Kidder 
Peabody,  whose  fixed-income  woes  have  been  acute 


SLUGFESTS 


THIS  PAINKILLER  GIVES  RIVALS  A  HEADACHE 


FIREWORKS  WERE  EXPECTED 

when  Procter  &  Gamble's 
new  Aleve  muscled  into  the 
$2.6  billion  painkiller  market. 
No  one  was  disappointed. 
Aleve,  an  over-the-counter 
version  of  prescription  drug 
Anaprox,  was  rolled  out  in 


TOP  BRAND-NAME  PAIN  RELIEVERS 


DATA:  INFORMATION  RESOURCES  INC., 
AS  REPORTED  BY  PROCTER  A  GAMBLE 


June  with  TV  ads 
claiming  it  lasts  longer  than 
market  leader  Tylenol  and,  by 
implication,  other  remedies. 
Since  its  debut,  according  to 
independent  data  made  public 
by  p&g,  Aleve  had  powered 
into  a  tie  with  Excedrin  for 
third  place  among  brand 
names  (chart). 


More  surprising  ti 
Aleve's  sudden  ascensio 
preliminary  evidence  s 
gesting  that  its  inroads 
not  necessarily  at  rivals' 
pense.  For  one  thing,  Al 
has  attracted  patients 
used  the  prescription  di 
For  another,  Pi 
ter's  marketing  k 
and  a  counteratt 
from  competit 
have  hiked  ove 
\  pain-reliever  sa 
I  says  Paul  Kelh 
\  Silvermine  C 
\  suiting  Gro 
Johnson 
Johnson's 
lenol  brand 
launched 
"Extended 
lief"  version. 

Other  reaction  to  Alev< 
harsher.  Maker  of  No.  2  | 
vil,  American  Home  Produ* 
has  filed  a  suit  accusing  P&( 
false  claims.  A  U.S.  Disti 
Court  hearing  began  Oct. 
P&G  brushes  aside  ahp's  | 
plaint.        Zachary  Schi 


RETAIL  REVELRY 


LEVI'S  WANTS  TO  HANG  OUT  AT  THE  MALL 


IT  S  NOT  HARD  TO  FIND  A 
store  that  sells  Levi's.  Turns 
out,  though,  the  jeans  whole- 
saler is  opening  its  own  na- 
tionwide retail  chain.  Within 
five  years,  Levi  Strauss  plans 
to  have  103  denim-oriented 
Original  Levi's  stores,  47  cas- 
ual-clothes Dockers  Shops, 
and  90  factory  outlets.  One 
hurdle:  It  needs  flexibility 
from  the  feds  on  a  1978  con- 
sent decree  barring  it  from 
controlling  retail  prices. 
Levi's  expects  an  O.K.  soon. 

Why  this  move?  "To  en- 
hance brand  image,"  says 
Robert  Rockey,  a  top  Levi's 
exec.  Levi's  basic  business  is 
struggling.  Revenues  this  year 
are  expected  to  be  flat  at 
about  $5.9  billion,  with  earn- 


HlP  SHOT:  G  unning  for  Gal 


ings  below  1993's  $492  milli>. 
For  now,  Levi's  big  custom* ; 
say  its  new  stores  won't  stl 
sales.  But  at  800-store  Sea 
head  of  apparel  Robert  Mi- 
tler  says,  "If  they  open  lotsf 
these,  that  becomes  compei- 
tion."  One  target  is  clear  i 
Levi's.  Says  Rockey:  'We  ho 
to  compete  head-to-head"  wii 
Gap.  Russell  Mitch' 
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it  is  THE  ROOTS  0F  A  STRUCTURE 
THAT  CONTINUE  toprovide 
ITS  STRENGTH  AND  STABILITY. 


A  DEFINING  PHILOSOPHY.  That  is  what  fudge  Samuel  Putnam  wrote  in 
1830  with  his  Prudent  Man  Rule,  thus  creating  the  guiding  principle  upon 
which  professional  money  management  rests.  And  it  is  a  philosophy  still 
maintained  today  at  Putnam  Investments.  The  opinion  stated  that  one 
should  manage  money  as  if  it  were  one's  own,  providing  clients  and  investors 
with  a  balanced  approach  to  investments,  considering  both  income  as  well  as 
protection  of  capital.  It  is  why  we  have  developed  a  demonstrated  strength  in 
both  equities  and  fixed  income,  and  across  a  broad  range  of  asset  categories. 
This  philosophy,  even  more  relevant  today,  forms  the  roots  of  our  firm.  It  is 
what  has  allowed  Putnam,  and  its  clients  and  investors,  to  grow  and  flourish. 

A  TIME  -  HONORED  TRADITION   IN  MONEY  MANAGEMENT 


PUTNAM 

INVESTMENTS 


BOSTON-LONDON-TOKYO 
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NEW  WORLD  ORDER 

A  TIMEPIECE  FOR  THE 
NUCLEAR  WINTER 

SOVIET  NUCLEAR  MISSILES 

may  no  longer  be  the  threat 
they  were  during  the  cold 
war,  but  the  clock  is  still  tick- 
ing. And  a  San  Diego  busi- 
nessman wants 
to  sell  it  to  you. 
Mike  Rivkin  of 
Sunset  Cliffs 
Merchandising  is 
selling  "dooms- 
day clocks" — 
timepieces  orig- 
inally designed 
for  use  in 
launching  Soviet 
missiles.  WELL-BUILT 
These  clocks,  ~ 


he  says,  can  take  a  licking 
and  then  some.  Built  to  last 
500  years,  they  can  withstand 
lOg's  of  pressure  and  temper- 
atures ranging  from  -76F  to 


THE  BIG  PICTURE 


PRODUCTION  UP, 
NOSE  COUNT  DOWN 

Many  producers  of 
computing  and  office 
equipment  have 
slashed  their  payrolls 
in  recent  years.  But 
the  cutbacks  haven't 
slowed  production. 


'87  '88  '89  '90  '91  '92  93  '94* 
AINDEX.  1987  =  100       *  JAN  -AUG  AVG 

DATA  FEDERAL  RESERVE  LABOR  DEPT .  BUSINESS  WEEK 


140F.  Owners,  though,  wind 
them  periodically,  the  old- 
fashioned  way.  They  run  me- 
chanically, so  they're  immune 
from  the  electromagnetic 
fields  created  by  a  nuclear  at- 
tack. 

A  doomsday  clock,  which 
comes  complete  with  inspec- 
tion documents,  goes  for 
$699.  Rivkin  has 
sold  about  50 
and  has  100  left. 
He's  also  hawk- 
ing other  Soviet 
military  clocks: 
for  *MiG-29 
fighter  planes 
($249),  Soviet 
missile  sub- 
marines ($229), 
Soviet  clock  T-72  tanks 
-  ($120),  and  the 
Soyuz  spacecraft  ($799).  The 
clocks,  says  Rivkin,  "are 
beautifully  made,  with  won- 
derful workmanship." 

Rivkin,  a  former  commer- 
cial fisherman,  is  one  of  sev- 
eral American  entrepreneurs 
now  trafficking  in  Soviet  mil- 
itary gear,  obtained  from 
Russian  factories  eager  to 
cash  in  on  the  peace  dividend. 
He  started  out  in  1991,  ped- 
dling 95  pairs  of  Zeiss-Jena 
binoculars  used  by  East  Ger- 
man border  guards  in  the  bad 
old  days.  Scott  LaFee 


DRAWN  &  QUARTERED 


/   HAVE  W  NOTICED  A 
'   DIFFERENCE  IN  OUR 
50H  SINCE  PUBLIC 

Schools  began  &m 

RUN  BY  PRINTS 
£j  COMPANIES? 


AD  GAMES 

THE  WRITING  ON  THE 
BATHROOM  WALL 

TALK  ABOUT  YOUR  CAPTIVE 

audience.  Marketing  mavens 
are  now  placing  ads  on  res- 
taurant restroom  walls.  It's 
mainly  upscale  goods,  such  as 
Cadillacs  or  Rolexes,  from  lo- 
cal stores  look- 
ing for  cheap 
space.  In  Pitts- 
burgh, that 
runs  $20  to  $30 
monthly  for  an 
ad.  Restroom  ads  also  are 
cropping  up  in  Atlanta,  Chi- 
cago, and  Miami. 

This  niche  is  the  province 
of  small  regional  advertising 
firms,  not  Madison  Avenue  gi- 
ants. Advantage  Indoor  Ad- 
vertising, for  instance,  has 


placed  ads  in  50  Pittsbui 
eating  establishments.  Gil 
get  ads  with  a  plastic  pro! 
tive  covering,  posted  at  I 
level  above  the  urinalsjj 
men's  rooms  and  on  s| 
doors  in  ladies'  rooms.  "H 
pie  can't  miss  them,"  says  I 
vantage  President  D.  Lawj 
Stokes. 

Bathroom  advertisj 
works  best 


n 


the  merchal 
are  within  w;| 
ing  distance « 
short  car  r 
from  the 
says  Gary  Stibel,  foundeil 
New  England  Consulting 
Westport  (Conn.)  market| 
adviser.  When  there's  no  | 
vertisement  in  place,  Adv 
tage  posts  a  sign  saying:  "C 
tomers  will  be  relieved  to 
your  ad."  Keith  L.  Alexan 


GLOBAL  TRADE 


WHY  FIDEL  IS  HUMMING  0  CANADA' 


WITH  U.S.  COMPANIES  STILL 
barred  from  doing  business 
in  Cuba,  Canadians  are  rush- 
ing in  to  exploit  opportunities 
created  by  Fidel  Castro's  eco- 
nomic liberalization.  There 
are  now  about  20  joint  ven- 
tures between  Canadian 
outfits  and  state-controlled 
Cuban  companies,  up  from 
2  in  1992.  And  an  addition- 
a  1  18  deals  are  under 
review. 

Most  of  them  focus  on 
dc\  I'lnpih-  ( 'nliaV  consid- 
erable mineral  re- 
sources. In. June, 
Canada's  Sher- 
/  ritt  reached  a 


sweeping  deal  with  Cuba's 
General  Nickel  to  mine  and  re- 
fine the  island's  rich  nickel  re- 
serves, which  are  among  the 
world's  largest.  Canada  North- 
west Energy,  a  Sherritt  sub- 
sidiary, has  struck  oil  in  wa- 


CANADA'S  CUBAN  CONNECTIONS 


CANADA  NORTHWEST  ENERGY 

Offshore  oil  drilling 

DELTA  HOTELS  &  RESORTS 
Managing  nine  hotels 

MACDONALD  MINES 

Gold  exploration 

SHERRITT  Nickel  mining,  refining 


ters  off  Cuba,  and  it  appe 
that  it  has  found  a  signific 
deposit.  And  at  least  six  < 
nadian  mining  companies 
now  looking  for  gold  in  Cu 
using  new  gold-reeove 
technology. 

Then  comes  tourism.  E 
ta  Hotels  &  Resorts,  whicl 
often  described  as  "Canac 
Marriott,"  is  targeting  t 
100,000-plus  Canadia 
who  vacation  on  the  isle 
every  year,  more  than  fr 
any  other  country  By  D 
1,  Delta  will  have  tak 
over  management  of  n: 
different  properties 
Cuba,  with  a  total  of'J 
rooms — and  the  compa 
is  planning  to  expand  tl 
to  1,200  rooms  ne 
year.  William  C.  Syraoi 


FOOTNOTES  Per  capita  spending  in  restaurants,  1993,  general  population:  $473.  For  baby  boomers:  $584 
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WhatYou 
HaveThe  Least  Of, 
WellHelpYouMake 
The  Most  Of.  Time. 


It  seems  as  if  there's  never  enough  of  it.  And  we  real- 
ize the  last  thing  you  can  afford  to  do  is  run  out  of  it. 
So  to  help  you  make  the  most  of  it,  Delta  Air  Lines 
has  a  flight  leaving  every  17  seconds  of  every  day  to 
almost  anywhere  in  the  world  your  business  might 
take  you.  To  London,  Frankfurt,  Paris,  Rome.  To 
Tokyo,  Hong  Kong,  Bangkok,  Seoul.  And  every  step 
of  the  way,  we'll  do  everything  possible  to  make  sure 
you  not  only  arrive  relaxed  and  refreshed,  but  also 
with  plenty  of  time  to  spare.  Join  us  on  your  next 
business  trip.  We  think  you'll  love  the  way  we  fly. 


A  DELTA  AIR  LINES 

You'll  Love  The  Way  We  Fly^- 
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Readers  Report 


RON  BROWN  RESPONDS 

TO  OUR  POLL  ON  BILL  CLINTON 

"Probusiness  Democrats"  is  the 
phrase  I  hear  from  top  ceos  for  the  Clin- 
ton Administration's  new  economic  ap- 
proach. Certainly,  it  captures  the  suc- 
cessful partnership  between  business 
and  government  more  accurately  than  is 
indicated  by  business  week's  recent 
corporate-leader  poll  ("Why  business 
hates  Clinton,"  Top  of  the  News,  Oct. 
10). 

Let's  look  at  the  bottom  line.  Presi- 
dent Clinton's  $700  billion  deficit  re- 
duction has  restrained  interest  rates 
while  keeping  inflation  under  control. 
He  has  streamlined  the  public  sector, 
even  as  the  private  economy  has  grown. 
And  he  has  presided  over  the  creation 
of  4  million  new  private-sector  jobs,  a 
pace  that  has  exceeded  our  own  early 
expectations. 

Business  has  re- 
sponded  by  devoting 
a  postwar  record 
share  of  gross  do- 
mestic product  to  ex- 
penditures on  new 
plant  and  equipment. 
Simply  put,  we  have 
given  the  signals  and 
created  the  tools  that 
make  it  profitable  for 
business  to  create 
wealth.  As  a  result, 
we  are  enjoying  investment-driven,  pro- 
ductivity-led growth.  The  partnership 
between  the  public  and  private  sectors 
is  working  and  working  well. 

This  means  we've  moved  beyond  the 
sterile  debate  between  the  "laissez- 
faire"  and  "industrial  policy"  camps  that 
preoccupied  us  as  we  lost  ground  in  an 
increasingly  competitive  global  econo- 
my. This  Administration  recognizes  that 
the  private  sector  is  the  engine  of 
growth.  Productivity  in  the  Clinton  Ex- 
pansion has  accounted  for  a  record  share 
of  growth  in  output — and  is  laying  the 
groundwork  for  rebuilding  America's 
future.  The  innovative  partnership 
created  over  the  past  two  years  has  fa- 
cilitated U.  S.  competitiveness  at  home 
and  abroad,  now  and  in  the  long  term. 


At  Commerce,  the  driving  forces 
this  new  partnership  have  been  dev 
oping  new  avenues  for  technological 
velopment  and  diffusion,  building  1 
new  national  and  global  information 
frastructure,  improving  protection 
intellectual  property,  developing  a  n 
development  approach  based  on  "co 
petitive  communities,"  reforming  co 
war  export  licensing,  providing  pror 
business  and  economic  information,  a 
creating  a  National  Export  Strate 
that  embraces  aggressive  advocacy 
behalf  of  U.  S.  business.  All  these  act 
ities  facilitate  private-sector  compe 
tiveness,  and  in  turn  create  opport 
nities  and  jobs  for  Americans. 

In  recent  years,  U.  S.  Administratis 
sat  back  and  watched,  while  overse 
ceos  and  their  government  leade 
gained  foreign  contracts  that  were  ou 
to  win.  We've  responded  by  practici 
hardheaded,  advocacy-oriented,  coi 


IN  DEFENSE  OF  CLINTON 

"The  President  has  kept 
inflation  under  control, 
streamlined  the  public 
sector,  and  presided  over 
the  creation  of  4  million 
private-sector  jobs." 

-  Commerce  Secretary  Ron  Brown 


mercial  diplomacy.  On  missions  I  ha\ 
led,  from  China  to  South  America  to  tl 
Middle  East  to  Russia  to  South  Africa  1 
Central  Europe,  the  resulting  successe 
in  projects  and  dollars  will  support  hui 
dreds  of  thousands  of  U.  S.  jobs  now  an 
in  the  future.  By  opening  markets  an 
lowering  barriers  abroad,  nafta  an 
gatt  will  provide  thousands  more. 

But  just  as  our  companies  are  reer 
gineering  in  response  to  exploding  tecl 
nology  and  global  competition,  we  nee 
to  respond  to  the  changing  needs  of  on 
families  and  communities.  Opportunitie 
abound  at  both  work  and  school.  Rt 
forming  health  care  and  pensions  an 
training  for  the  skills  of  the  future  ar 
some  of  the  essential  elements  in  creal 
ing  a  prosperous  tomorrow.  Our  pec 
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Rest  Stop 
40  Miles 
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I  HAD  A  TOUGH  TIME 
GOING  THE  DISTANCE. 


Every  time  I  traveled  someplace,  I  was  worried  about  finding 
a  bathroom  so  I  could  urinate.  It  was  frustrating. 

I  saw  my  doctor,  and  he  told  me  I  was  having  the  symptoms  of 
a  prostate  condition  called  BPH.  He  prescribed  HYTRIN  And 
guess  what? 


HYTRIN*  HELPED 


HYTRIN  is  a  medication  that  can  improve  the  symptoms  of  BPH 
(benign  prostatic  hyperplasia),  which  is  an  enlargement  of  the 
prostate  gland.  HYTRIN  can  help  in  as  little  as  2  to  4  weeks.  And 
it  only  has  to  be  taken  once  a  day. 

Are  you  a  man  over  50  with  urinary  discomforts?  Do  you  urinate 
often  during  the  day  or  night?  Is  your  urine  stream  difficult  to  start? 
Is  it  weak  or  interrupted?  Does  your  bladder  feel  as  if  it  isn't 
emptying  completely? 

If  so,  see  your  doctor.  Your  doctor  can  determine  whether  you 
have  symptomatic  BPH  (or  other  conditions  such  as  prostate 
cancer).  Your  doctor  can  also  explain  the  different  treatment  options 
for  symptomatic  BPH:  surgery;  "watchful  waiting,"  which 
consists  of  having  regular  checkups  over  time;  and  oral  medications 
such  as  HYTRIN. 

HYTRIN  can  cause  a  sudden  drop  in  blood  pressure  at  the 
beginning  of  treatment  (or  if  you  miss  doses  and  then  start  taking 
the  medication  again).  You  may  feel  dizzy,  faint,  or  "light-headed, " 
particularly  after  getting  up  from  a  chair  or  bed. 

Talk  with  your  doctor  today  and  call  to  receive  your  FREE  informative 
booklet  on  symptomatic  BPH  and  HYTRIN. 

1-800-477-7778 


ASK  YOUR  DOCTOR  TODAY  ABOUT 

HYTRIN 

/terazosin wj 

IT  CAN  HELP  IN  A  MATTER  OF  WEEKS 
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Please  see  patient 
information  on  adjacent  page 


HYTRIN 

(terazosin w) 

PATIENT  INFORMATION 
ABOUT 
HYTRIN®  (HI-TRIN) 

Generic  Name: 
terazosin  (ter-A-zo-sin) 
hydrochloride 

When  used  to  treat 
BENIGN  PROSTATIC 
HYPERPLASIA  (BPH) 

Please  read  this  leaflet  before  you  starl  taking 
HYTRIN  Also,  read  it  each  time  you  get  a  new  pre- 
scription This  information  should  NOT  take  the  place 
ol  a  lull  discussion  with  your  doctor.  You  and  your 
doctor  should  discuss  HYTRIN  and  your  condition 
before  you  start  taking  It  and  at  your  regular  check-ups. 
HYTRIN  is  used  to  treat  benign  prostatic  hyperplasia 
or  BPH.  HYTRIN  is  also  used  to  treat  high  blood  pres- 
sure (hypertension I  This  leaflet  describes  HYTRIN 
only  as  a  treatment  for  BPH. 

What  is  BPH? 

The  prostate  is  a  gland  located  below  the  bladder  It 
surrounds  the  urethra  (you-REETH-rah),  which  is  a 
tube  that  drains  urine  from  the  bladder  BPH  is  an 
enlargement  ol  the  prostate  gland.  The  symptoms  of 
BPH,  however,  can  be  caused  by  an  increase  in  the 
lightness  ol  muscles  in  the  prostate  II  the  muscles 
inside  the  prostate  tighten,  they  can  squeeze  the  ure- 
thra and  slow  the  (low  of  urine.  This  can  lead  to  symp- 
toms suc  h  as 

•  a  weak  or  interrupted  stream  when  urinating 

•  a  leehng  that  you  cannot  empty  your  bladder 
completely 

•  a  leehng  ol  delay  when  you  start  to  urinate 

•  a  need  to  urinate  olten.  especially  at  night,  or 

•  .1  leehng  that  you  must  urinate  right  away. 
Treatment  options  for  BPH 

There  are  three  main  treatment  options  lor  BPH: 

•  Progiam  ol  monitoring  or  "Watchful  Waiting". 
Some  men  have  an  enlarged  prostate  gland,  but  no 
symptoms,  or  symptoms  that  are  not  bothersome 
II  this  applies,  you  and  your  doctor  may  decide  on 
a  program  ol  monitoring  including  regular  check- 
ups, instead  ol  medication  or  surgery  . 

•  Medication  There  aie  different  kinds  ol  medica- 
tion used  to  Ireal  BPH.  Your  doctor  has  prescribed 
HYTRIN  lor  you  See  "What  HYTRIN  does" 
below. 

•Surgerv.  Some  patients  may  need  surgery  Your 
doctor  can  describe  several  different  surgical  pro- 
cedures to  treat  BPH.  Which  procedure  is  best 
depends  on  your  symptoms  and  medical  condi- 
tion. 

What  HYTRIN  does 

HYTRIN  relaxes  the  lightness  of  a  certain  type  ol 
muscle  in  the  prostate  and  at  the  opening  ol  the  blad- 
der This  may  increase  the  rate  of  urine  How  and/or 
decrease  the  symptoms  you  arc  having. 

•  HYTRIN  helps  relieve  the  symptoms  of  BPH.  It 
does  NOT  change  the  size  of  the  prostate,  which 
may  continue  to  grow  .  However,  a  larger  prostate 
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toms. 

•  II  HYTRIN  is  helping  you,  you  should  notice  an 
effect  on  your  particular  symptoms  in  2  to  4  weeks 
ol  starting  to  lake  the  medication. 

•  Even  though  you  take  HYTRIN  and  it  may  help 
you.  HYTRIN  may  not  prevent  the  need  for 
surgery  in  the  future. 

What  you  should  know  while  taking 
HYTRIN  for  BPH 

WARNINGS 

HYTRIN  Can  Cause  A  Sudden  Drop  in  Blood 
Pressure  After  the  VERY  FIRST  DOSE.  You  may 

leel  cli//y.  faint,  or  "light-headed"  particularly  after 
you  get  up  from  bed  or  from  a  chair.  This  is  more 
likely  to  occur  alter  you've  taken  the  first  few  doses, 
bul  can  occur  at  any  lime  while  you  are  taking  the 
drug  It  can  also  occur  if  you  stop  taking  the  drug  and 
then  re-start  treatment. 

Bec  ause  of  this  el  leel,  your  doctor  may  have  told  you 
to  lake  HYTRIN  at  bedtime.  If  you  take  HYTRIN  at 
bedtime  but  need  to  get  up  from  bed  to  go  to  the  bath- 
room, get  up  slowly  and  cautiously  until  you  are  sure 
how  the  medicine  affects  you.  It  is  also  important  to 
get  up  slowly  from  a  chair  or  bed  at  any  time  until  you 
learn  how  you  react  to  HYTRIN.  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the 
effects  of  the  medication.  If  you  begin  to  feel  dizzy,  sit 
or  he  down  until  you  feel  better. 

•  You  will  start  with  a  I  mg  dose  of  HYTRIN.  Then 
the  dose  will  be  increased  as  your  body  gets  used 
to  the  effect  ol  the  medication. 

•Other  side  effects  you  could  have  while  taking 
HYTRIN  include  drowsiness,  blurred  or  hazy 
vision,  nausea,  or  "puffiness"  of  the  feet  or  hands. 
Discuss  any  unexpected  effects  you  notice  with 
your  doctor. 

Other  important  facts 

•  You  should  see  an  effect  on  your  symptoms  in 
2  to  4  weeks.  So,  you  will  need  to  continue  seeing 
your  doctor  to  check  your  progress  regarding  your 
BPH  and  to  monitor  your  blood  pressure  in  addi- 
tion to  your  other  regular  check-ups. 

•  Your  doctor  has  prescribed  HYTRIN  lor  your 
BPH  and  not  for  prostate  cancer.  However,  a  man 
can  have  BPH  and  prostate  cancer  at  the  same 
time.  Doctors  usually  recommend  that  men  be 
checked  lor  prostate  cancer  once  a  year  when  they 
turn  50  (or  40  il  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  even  if  you 
are  taking  HYTRIN.  HYTRIN  is  not  a  treatment 
lor  prostate  cancer 

•About  Prostate  Specific  Antigen  (PSA).  Your 
doctor  may  have  done  a  blood  test  called  PSA. 
Your  doctor  is  aware  that  HYTRIN  does  not  affect 
PSA  levels  You  may  want  io  ask  your  doctor  more 
about  this  it  you  have  had  a  PSA  test  done. 

How  to  take  HYTRIN 

Follow  your  doctor's  instructions  about  how  to  take 
HYTRIN.  You  must  take  it  every  day  at  the  dose  pre- 
scribed. Talk  with  your  doctor  if  you  don't  take  it  for 
a  lew  days,  you  may  have  to  restart  it  at  a  I  mg  dose 
and  be  cautious  about  possible  dizziness.  Do  not  share 
HYTRIN  wilh  anvone  else,  it  was  prescribed  only  lor 
you. 

Keep  HYTRIN  and  all  medicines  out  ol  the  reach  ol 
children 

FOR  MORE  INFORMATION  ABOUT  HYTRIN 
AND  BPH,  TALK  WITH  YOUR  DOCTOR, 
NURSE,  PHARMACIST  OR  OTHER  HEALTH 
CARE  PROVIDER. 
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pie — as  well  as  our  businesses- 
and  deserve  new  tools  for  ens 
competitiveness. 

We  proudly  contrast  our  app 
with  the  myopic  tax  giveaways  and 
ket  regulatory  dispensations  of  tl 
cent  past.  Remnants  of  that  discre 
strategy  have  resurfaced  in  the  R 
lican  congressional  leadership's 
tract  with  America,"  creating  du 
short-term  gains  and  immense 
terms  costs.  A  contract  on  Amer 
more  like  it. 

America  is  challenged  by  many 
es  of  change — and  opportunity.  To  ( 
growth,  the  partnership  envision* 
Clinton  is  essential.  For  those  i 
business  community  not  yet  on  b 
the  message  is  clear:  There's  no  til 
waste.  We're  in  this  transition  tog( 
and  the  Clinton  economic-growth 
nership  works. 

Ronald  H.  B 
Commerce  Seen 
Washir 

It  is  not  surprising  President  CI: 
received  weak  marks  from  Amei 
leaders  in  your  poll.  After  all,  h< 
raise  their  personal  income  taxes. 

I  suspect  that,  by  1996,  these  : 
leaders  will  have  gotten  over  thi 
front  to  their  personal  wealth  and 
be  supporting  Clinton  for  reelec 
based  on  the  solid  job  he  is  doing  i 
storing  the  economy  as  a  strong  1 
term  competitor  in  the  world  marl 
Don  Bare 
Boca  Raton, 

MUTUAL  FUNDS: 

NOT  SO  SQUEAKY  CLEAN 

You  say  Jeffrey  N.  Vinik  had  "pri 
meetings"  with  Motorola  Inc.'s  top  e 
utives  in  which  they  discussed  Mot 
la's  businesses  ("Inside  Fidelity,"  G 
Story,  Oct.  10).  Both  Motorola  and  F 
ity  Investments  "swear  that  no  ir 
mation  was  revealed  beyond  wh; 
normally  available  to  all  investors 
this  is  the  case,  why  does  Vinik  w 
time  and  money  going  to  Schaumb 
111.?  This  is  just  an  example  of  how 
supposedly  squeaky-clean  mutual-i 
business  is  a  haven  for  inside  deals 
inside  information. 

Walter  Livings' 
Highland  Park 

SHOULD  THE  FCC 

BE  MAKING  SOCIAL  POLICY? 

Your  story  on  personal  commur 
tions  systems  (pes)  ignores  the  impa< 
the  Federal  Communications  Com: 


EGTIONS  &  CLARIFICATIONS 

art  with  "Rumble  in  Buick  City" 
the  News,  Oct.  10)  should  have  de- 
ated  General  Motors  Corp.'s  annual 
tion  in  millions  ot  units. 

i  winds  ot  change  blow  every- 
'  (Special  Report,  Oct.  17)  should 
aid  that  Sun  Life  Assurance  Soci- 
has  $24.6  billion  in  assets  under 
<ement. 

ry  Kingmaker  Live?"  (Top  of  the 
Oct.  24)  should  not  have  identified 
alker,  one  of  Larry  King's  agents,  as 
jrce  for  the  estimate  of  how  much 
riarges  for  a  speech  and  how  often 
iears.  That  information  should  have 
ttributed  to  agents  in  the  business. 


lesignated-entity  rules  on  small 
ises  not  owned  by  women  and  mi- 
3  ("A  feast  for  small  fry — or  des- 
•  the  big  guys?"  Information  Pro- 

Oct.  10). 
minimum,  a  small  company  that 
ler  woman-  nor  minority-owned 
id  at  a  15%  disadvantage.  That's 
as  impediment  to  a  small  compa- 
l  as  Tel/Logic,  which  has  been  an 
ieveloper  in  the  PCS  industry  for 
ars. 

■e  are  a  number  of  qualified  des- 
:1  entities  of  all  types  eager  to 
,e  in  PCS.  Unfortunately,  one  con- 
ce  of  the  fcc's  foray  into  the  so- 
icy  arena  is  that  it  appears  to  be 
ing  many  more  interested  in  win- 
;  the  bank  than  in  the  telecom- 
.tions  marketplace. 

Winston  E.  Himsworth 
President 
Tel/Logic  Inc. 
Plandome,  N.  Y. 

article  is  disconcerting  because  it 
ins  that  minority  and  women  bid- 
ho  have  financial  supporters  are 
id  fronts.  With  very  few  excep- 
ill  entrepreneurs  who  are  suc- 
have  financial  sponsors.  That's 
idividuals  other  than  the  very 
hy  have  always  begun  new 
es. 

lere  is  difficulty  visualizing  the 
)f  the  fcc,  it  is  easily  put:  The 
lesignated-entity  program  is  an 
ip  to  the  Information  Superhigh- 
t  women  and  minorities.  These 
;  have  been  forced  to  hitchhike 
too  long. 

Sandra  Goeken  Martis 
Chairman  and 
Chief  Executive 
Goeken  Custom 
Communications  Inc. 
Oakbrook  Terrace,  111. 


We  believe  travel  should  open  new  doors. 


From  pampering  you  with  luxuries  to  the  personal  way  we  greet  you,  our  atten- 
tive staff  embraces  our  philosophy.  To  celebrate  the  best  ot  local  culture.  And  to 
offer  only  the  highest  standards.  Experience  the  difference  by  calling  your  travel 
planner  or  1-800-527-8585  and  ask  for  our  International  Corporate  Rates. 

We're  proud  to  offer  access  to  the  AT&T 
network  for  reliable  AT&T  services  at  reasonable  prices. 
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NORTH  AMERICA:  VANCOUVEH   SAN  FRANCISCO  VAN  MH.it  ANAHEIM  HAWAII  PACIFIC:  AUCKLAND.  (iOI  AS!  VANUATU 

PAL  ALL  ASIA:  BANGKOK.  HONCi  KONG,  SINGAPORE.  KUALA  LUMPUR  JOHOR  I1AHRU.  PANGKOR  IAKAKTA. DHAKA  w  I  'XI.  NAUITA 


from  BusinessWeek  for 


M  ade  by  British  craftsmen 
and  available  in  your  choice  of  color: 
classic  black  or  rich  burgundy  this 
slimline  pocket  planner  offers  real  value 
for  money.  Boasting  a  13-month  calendar, 
week-to-view  appointments'  pages,  and  a  useful 
business/travel  information  section  it's  the  planner 
vou  should  already  be  using. 

TO  ORDER:  Make  check  payable  to  BUSINESSWEEK 
PLANNER  and  mail  to  DEPT.  BN54PP5.  P.O.  Box  1597. 
Fort  Lee,  NJ  07024  U.S.A.  Enclose  separate  sheet  with  color  choice,  personalization 
requirements  and  delivery  details.  N.J.  residents  add  6%  Sales  Tax.  U.K.  residents 
please  add  V.A.T.  Full  refund  if  not  completely  satisfied  with  materials  and 
workmanship.  For  customization  options  and  special  discounts  on  larger  quantities 
call  Amanda  Kane  on  201-461-0040. 


"Sentimentality  is  not  something  you  expect  in  a  finan- 
cial controller.  Yet  whenever  I  see  our  corporate  logo, 
I  feel  it's  welcoming  me  into  the  family.  It's  based  on  an 
old  Creek  sculpture  and  pet  haps  that  makes  it  special  to 


me.  We  Creeks  really  value  that  good  old  family 
At  other  multinationals  I  worked  for,  headqua 
seemed  very  distant.  As  if  all  they  were  inters 
were  my  balance  sheets.  At  Akzo  Nobel  I  feel  I 


Akzo  Nobel  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  health  care  products  an 
More  than  73,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  Nobel  workforce.  For  more  information 
call:  Corporate  Communications  Department/R  1  1 ,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1 2)  906-7500. 


AKZO  NOBEL 


e  clearly  defined  but  give  a  lot  of  freedom.  I'm 
i  to  have  my  say  and  not  just  about  money 
;ing  involved  beyond  the  call  of  duty  -  for  me 
cial  element  in  creating  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 


Keaders  Keport 


THE  JOY 

OF  SPENDING 


After  reading  "The  OOP's  campaign 
pledge:  Bad  math,  smart  politics"  (Gov- 
ernment, Oct.  10),  I  finally  understand 
why  I  am  in  such  financial  straits:  I 
make  too  much  and  don't  spend  enough. 
As  soon  as  I  find  my  charge  cards,  I  am 
going  to  have  a  fun  day. 

Joseph  A.  Moyzis  Jr. 
Kettering,  Ohio 

BASEBALL:  A  FEW 

MODEST  PROPOSALS  

Gary  S.  Becker's  presentation  of  a  fis- 
cal solution  seems  ironic,  coming  from  an 
economist  who  often  mocks  government 
intervention — preferring  market  solu- 
tions ("Baseball:  How  to  level  the  play- 
ing field,"  Economic  Viewpoint,  Oct.  10). 

Becker  expresses  a  concern  shared 
by  many:  that  players'  high  salaries  may 
price  poorly  performing,  low-net-reve- 
nue teams  out  of  the  market.  He  ac- 
knowledges a  need  for  spending  limits  to 
keep  teams  from  buying  their  way  to 
the  pennant. 

So  why  should  government  intervene 
to  prop  up  poorly  performing,  inefficient 
ball  clubs?  Why  not  simply  let  them  fail? 


The  geographical  distribution  of  our  na- 
tion's baseball  teams  represents  an  eco- 
nomic period  that  exhausted  itself  long 
ago.  Inevitable  change  has  transformed 
the  nation,  giving  prominence  to  Phoe- 
nix, Tampa,  St.  Petersburg — and  even 
Mexico  City.  Should  these  cities  be  de- 
nied access  to  sport  franchises  solely 
due  to  their  ill-timed  entrance  into  the 
world  of  prosperity? 

There  is  no  reason  we  can't  accept 
the  bankruptcy  of  a  team  such  as  the 
Cleveland  Indians  and  its  reemergence 
in  a  place  such  as  St.  Petersburg  or 
Mexico  City.  Perhaps  this  is  the  only 
solution  to  the  financial  debacle  facing 
our  national  pastime. 

James  Sanford 
New  York 

I  would  like  to  think  there  are  alter- 
natives for  sports  fans — which  is  prov- 
ing to  be  the  case.  When  the  fans  stop 
attending  the  games,  the  greed  will 
stop  as  well.  When  television  money 
dries  up  and  fan  support  diminishes,  so 
will  the  salaries  and  egos  of  our  enter- 
tainment prima  donnas.  As  always,  sup- 
ply and  demand  is  the  immutable  law. 

Craig  S.  Wilson 
Schaumburg,  111. 


Gary  Becker's  proposal  for  "taa 
major  league  baseball's  bottom-d 
ers  misses  the  strike  zone  by  a 
margin.  It  does  nothing  to  moti 
the  players,  and  it  hurts  the 
teams  least  likely  to  afford  it.  Mo 
the  point  would  be  to  drop  each  y 
last-place  teams  to  the  Trip! 
leagues,  while  bringing  the  top  Tr 
A  teams  up  to  the  majors.  Maybe 
the  Chicago  Cubs  would  get  motiv 
to  win  a  pennant. 

Steve  Rh 
Shorashim,  Ii 
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Thrive  on  Change 

WITH  THESE  LEADING  TITLES  FROM  VAN  NOSTRAND  REINHOLD 


AGILE  COMPETITORS  AND  VIRTUAL 

ORGANIZATIONS 

Strategies  for  Enriching  the  Customer 

Steven  L  Goldman,  Roger  N.  Nagel,  and  Kenneth  Preiss 
Foreword  by  Lee  Iacocca 

This  "survival  guide"  for  today's  globally  challenged  businesses  uses 
real-world  examples  to  describe  what  it  takes  for  companies  and  indi- 
viduals to  become  "agile"— and  thrive  in  the  face  of  constant  change 
and  intensifying  global  competition.  "Ever  since  the  Iacocca  Institute  at 
Lehigh  University  issued  its  report  on  agilitv,  people  have  been  asking 
me  what  agility  is  and  how  it  will  help  them  be  better  competitors," 
says  Lee  Iacocca.  "Now  I  can  tell  them,  read  the  book!" 

LEADERSHIP  AND  THE 

CUSTOMER  REVOLUTION 

The  Messy,  Unpredictable,  and  Inescapably 

Human  Challenge  of  Making  the  Rhetoric 

of  Change  a  Reality 

Gary  Heil,  Rick  Tate,  and  Tom  Parker 

For  years  Garv  Heil— who  manv  have  referred  to  as  "the  next  Tom 

Peters"— and  Rick  Tate  have  helped  companies  like  Toyota,  Disney,  and 

Federal  Express  create  programs  for  productivity  improvement  and 

customer  satisfaction.  Now  they've  joined  forces  with  best-selling 

author  Tom  Parker  to  share  their  strategies  for  leading  the  emerging 

"customer  revolution"  into  the  21st  cenrurv. 


AGUE 

COMPETITOR 

Steven  L.Goldman 

Ros>er  \  Nagel 
Kenneth]^, 


CUSTOMER 


Fax  or  mail  this  coupon  to:  McGraw-Hill  Bookstore.  1221  Avenue  of  the  Americas, 

\'ew  York,  NY  10020.  Order  hv  phone  in  NY  at  212-512-4100  or  fax  this  coupon  to  us  at 

212-512-4105.  Fax  or  phone  orders  delivered  within  10  dayf! 
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How  dare  we  advertise  ourselves  like  that  ? 


•  "Go  ahead".  This  is  the  opening  line  of  AXA's  international  advertising  campaign. 

A  pretty  strong  message  for  a  little  known  company  to  give  the  world.  Few  companies  in  our  field  of 
nsurance  and  investment  would  dare  print  such  a  statement.  So  how  can  we,  AXA,  do  it  ? 

•  We  are  the  4th  largest  insurance  group  in  the  world,  based  on  funds  under  management 
over  $220  billion)  and  12th  by  premium  income.  We  are  50  000  strong  with  offices  in  16  countries, 
across  3  continents. 

•■s    •  How  did  we  reach  such  a  position  ? 

We  followed  a  simple  idea.  In  a  competitive  economy,  it  takes  better  service  to  get  and  keep  clients.  The 
service  we  provide  is  the  service  we  promised.  No  hiding  behind  the  small  print.  You  get  what  you  expected. 
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mis  service  is  innovative  ana  rnorougn,  Lunsidiuiy  uemg  resiidpeu  iu  m  dii  evei  uidiignig  wunu.  miu  u  is 
mplemented  by  committed  men  and  women. 

'  •  True,  it  took  more  than  just  better  service  and  better  people  to  grow  like  that. 
It  took  a  well  balanced  strategy  combining  many  elements.  Consistent  profitability.  Rapid  reaction  to 
Dpportunities.  And  international  expertise  gained  through  different  kinds  of  partnerships  with  long 
established,  well  respected  local  companies. 


•  AXA  has  just  such  partnerships  with  The 
We  benefit  from  their  experience  a 
truly  global  players. 

•  It  is  the  sum  of  all  this  experience  that  al 


we  deal  with  :  "Go  ahead.  You  can  r 


ieir  image,  they  profit  from  ours.  Ci 
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e  that  allows  us  to  say  today,  not  o 


XA  Equity  &  Law  in  the  UK. 
s.  Cross  fertilization  is  making  all  of  us 


nly  to  our  clients  but  to  whomever 


Books 


THE  MONKEY  WARS 

By  Deborah  Blum 
Oxford  •  306pp  •  $25 


PRIMATE  RESEARCH:  HOW 
MUCH  GAIN  FOR  THE  PAIN? 


In  the  mid-1950s,  medical  science 
made  a  dramatic  breakthrough:  the 
creation  of  a  vaccine  to  prevent  po- 
lio. Within  a  few  years,  the  incidence  of 
the  crippling  disease  plummeted  from 
20,000  cases  per  year  in  the  U.  S.  alone 
to  a  mere  trickle.  But  the  victory  took  a 
heavy  toll  on  one  of  humanity's  animal 
cousins.  An  estimated  1  million  to  5  mil- 
lion monkeys  were  killed,  their  cells  and 
bodies  used  to  grow  and  test  the  experi- 
mental vaccines. 

Scientists — and  most 
other  people — see  that  as 
a  price  worth  paying.  "Is 
my  son's  life  worth  more 
than  that  of  a  monkey?," 
asks  neurosurgeon  Stuart 
Zola-Morgan  of  the  Uni- 
versity of  California  at 
San  Diego  in  Deborah 
Blum's  book,  The  Monkey 
Wars.  "I  don't  even  have 
to  think  about  that 
answer." 

Yet  many  other  ques- 
tions about  the  value  of 
primate  research  aren't  so 
easily  resolved.  In  her  book,  which  de- 
veloped from  a  Pulitzer  Prize-winning 
series  in  The  Sacramento  Bee,  science 
writer  Blum  describes  how  the  van- 
quishing of  polio,  along  with  the  thalid- 
omide disaster — where  monkey  tests 
that  would  have  spotted  the  terrible 
birth  defects  weren't  done — led  scien- 
tists to  conclude  that  primates  are  es- 
sential to  biomedical  research.  But  in 
the  explosion  of  studies  since,  thousands 
of  macaques,  chimps,  and  other  primates 
have  been  subjected  to  experiments  in 
which  the  scientific  gain  seems  small 
compared  with  the  animals'  pain.  Blum 
provides  chilling  tales  of  pistons  slam- 
ming into  baboon  heads  to  study  brain 
trauma,  for  instance,  and  of  monkeys 
thrown  into  a  "pit  of  despair"  to  prove 
that  total  isolation  can  kill  the  will  to 
live. 


Add  to  that  the  gruesome  conditions 
under  which  some  of  these  animals  were 
kept,  and  it's  no  surprise  that  primate 
research  is  the  front  line  of  a  bitter  bat- 
tle between  scientists  and  animal-rights 
activists.  Depending  on  your  point  of 
view,  Blum  writes,  the  combatants  are 
either  "  'us,'  the  defenders  of  modern 
medicine,  versus  'them,'  the  forces  of 
ignorance  and  darkness"  or  "  'us,'  de- 
fenders of  innocent  creatures,  versus 
'them,'  the  heartless,  sad- 
istic butchers." 

In  Blum's  mostly  even- 
handed,  deeply  thought- 
provoking  report  from 
the  war  zone,  the  truth 
lies  somewhere  in  the 
middle,  and  there's  plenty 
of  blame  on  both  sides. 
Until  recently,  the  bio- 
medical research  commu- 
nity fiercely  resisted  ac- 
knowledging or  correcting 
its  often  inhumane  prac- 
tices. Activists,  on  the 
other  hand,  sometimes 
appear  more  interested  in 
swaying  public  opinion  than  in  the  wel- 
fare of  individual  animals.  What's  more, 
Blum  points  out,  the  "activists  rarely 
give  fair  credit  to  the  researcher  who 
works  quietly  within  the  system"  to 
make  conditions  for  research  animals 
better,  "even  though  many  have  brought 
about  real  change  in  the  country's 
laboratories." 

Indeed,  if  there  are  heroes  in  the 
book,  they  are  the  veterinarians  and  sci- 
entists who  have  improved  the  lot  of  lab 
primates.  In  many  primate  centers,  an- 
imals are  now  housed  in  groups  instead 
of  in  isolation,  provided  with  toys,  even 
trained  to  supply  urine  samples  or  prof- 
fer arms  for  blood  drawings  instead  of 
being  anesthetized. 

At  the  same  time,  new  science  has 
made  the  questions  even  tougher.  Blum 
spins  an  amusing  yarn  of  how  research- 


ers learned — much  to  their  surprkl 
that  rhesus  monkeys  are  whizzes  at  I 
eo  games  and  are  capable  of  far  ml 
complicated  reasoning  than  any( 
thought.  "Every  demonstration  of 
mal  intelligence  emphasizes  the  pc 
we  are  not  experimenting  on  unthinl 
creatures,"  she  writes. 

In  a  slightly  disorganized  fash 
Blum  also  delves  into  important  iss 
rarely  discussed  in  the  animal-rights 
bate.  She  points  out,  for  example,  1 
monkeys  and  other  primates  harbor  ( 
ens  of  viruses,  some  lethal  to  peo 
That  raises  the  specter  of  the  use  of 
imals  in  labs  or  as  organ  donors  for 
mans  unwittingly  triggering  a  de\ 
tating  epidemic.  In  fact,  it  aim 
happened  in  the  victory  over  polio, 
entists  later  discovered  that  the  m 
key  cells  used  to  grow  vaccines  w 
infected  with  a  virus  so  deadly  tha 
kills  more  than  two-thirds  of  hum! 
who  are  infected.  Fortunately,  howe-J 
the  vaccines  had  been  treated  witl 
chemical  that  killed  the  virus.  The  jj 
tification  for  using  primates,  Blum  no| 
is  "to  halt  and  prevent  human  illnej 
[But]  all  the  time,  when  we  bring  ij 
monkeys  out  of  the  rain  forest,  we  ; 
bringing  their  diseases  with  them  s 
exposing  people  here." 

Blum  occasionally  stretches  the  faj 
to  bash  the  scientific  community  a 
more  than  it  deserves.  In  the  tone-s 
ting  first  chapter,  she  describes  how  c| 
chimp  researcher,  Roger  Fouts,  becaij 
a  scientific  outcast  and  lost  his  goven 
ment  grants  after  he  sided  with  anim 
welfare  groups  against  his  colleagu 
"He  made  a  big  mistake,  for  a  resean 
er.  He  fell  in  love  with  the  animals 
studies,"  she  writes  melodramatical 
In  fact,  Fouts  had  lost  his  funding  lo 
before  he  began  to  criticize  his  felk 
scientists. 

The  rest  of  Blum's  book,  however, 
firmly  grounded  in  exhaustive  reportii 
giving  readers  the  chance  to  come 
their  own  conclusions  after  hearing  fn 
scores  of  scientists  and  activists.  I  gu; 
antee  that,  whatever  your  current  t 
liefs  may  be,  The  Monkey  Wars  will  ma 
you  see  the  whole  question  of  animal  i 
search — and  much  that  has  been  done 
the  name  of  science — quite  different 
BY  JOHN  CAR 

Senior  Correspondent  Carey  r 
ports  on  biomedical  research  fro 
Washington. 


BLUM'S  STUDY  HEIGHTENS  THE  PARADOX  LINKING 
DEATH  INSIDE  THE  LAB  AND  LIFE  WITHOUT 
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t's  like  watching  an  instant  replay 
of  your  package  being  delivered. 

Okay,  so  you  don't  actually  see  a  UPS  driver  handing  your  package  to  the 
>erson  you  sent  it  to.  But  our  tracking  software  is  the  next  best  thing. 

Just  pop  the  disc  into  your  computer  and  you  can  find  out  exactly  when 
our  package  was  delivered  and  who  signed  for  it.  If  you  want,  we  can  even 
ax  you  their  signature  as  tangible  proof. 

Of  course,  that's  the  kind  of  support  service  you've  come  to  expect  from 
JPS.  We  track  more  packages  than  any  other  package  delivery  company  in  the 
ntire  world.  So  we're  constantly  discovering  more  innovative  ways  to  do  it. 

For  details  on  our  free  tracking  software,  call  1-800-PICK-UPS.  And 
et  the  play-by-play  analysis  of  your  package  delivery.  With  no  1  ^  1  QQQ 

[UDS1 

ommercial  interruptions.  The  package  delivery  company  more  companies  count  on,  v 


Worldwide 
Olympic  Sponsor 


1W4  United  hwcel  Service  of  America.  Inc.  36  USC  380. 


People  love  their  homes.  People  are  proud 
of  the  improvements  they  make  to  their 
homes.  They  enjoy  that  sense  of  accomplish- 
ment-being able  to  work  with  their  hands, 
being  able  to  turn  a  piece  of  wood  into  some- 
thing exciting. 

The  thing  that  turns  our  sales  associates 


What  we're  interested  in  is  a  relationship. 
We  are  in  the  relationship-building  business. 

I  think  American  Express  is  in  the  relation- 
ship business,  too.  It's  a  company  that  cares 
about  its  customers,  and  understands  that 
the  Card  only  means  something  when  the 
services  behind  that  Card  are  substantial. 


ROOF  VKri. 


11  WHEN  YOU  6x0  TO  £OME&PPY'e>  HOME  .  THE  F1RST 
THM6   THEY  SHOW  YOU  1$   NOT  WHAT  THEY  BOUGHT 
IT'e  WHPtt  THEY  PIP  THEMSELVES.  " 
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on  more  than  anything  else  is  their  ability  to 
help  their  customers  master  those  skills. 
To  help  them  create  a  home  from  a  house. 

What  we  are  about  is  service.  Our  sales 
people  don't  necessarily  sell  products,  they 


sell  solutions.  And  we  always  try  to  do  it  at  the 
least  possible  cost  to  the  customer,  because 
we're  really  not  interested  in  the  transaction. 


I  believe  our  customers  see  the  same 
standards  in  American  Express  that  they  see 
in  our  company. 

The  American  Express®  Card  is  welcomed 
at  The  Home  Depot,  and  lots  of  other  places 
close  to  home. 


Arthur  Blank, 
Co-Founder,  The  Home  Depot 


Technology  &  You 


EDITED  BY  STEPHEN  H.  WILDSTROM 

WORK  ON  THE  FLY 
GETS  SMOOTHER 


Those  of  us  who  split  our 
computing  time  among 
the  office,  home,  and 
the  road  have  a  big  problem. 
Somehow  the  one  file  you 
really  need  always  seems  to 
be  somewhere  other  than  on 
the  computer  you're  using  at 
the  moment.  And  often 
there's  no  easy  way  to  re- 
trieve it.  But  life  may  be 
about  to  get  easier. 

Windows  95,  the  new 
operating  system  that 
Microsoft  Corp.  prom 
ises  to  ship  next 
spring,  recognizes 
the  new  reality 
that  your  office  is 
wherever  you  hap- 
pen to  be.  New  fea- 
tures will  make  it 
much  simpler  to 
switch  from  laptop  to 
desktop  machines,  use 
a  laptop  as  your  on 
computer,  and  keep  in 
touch  while  on  the  road. 
TRICKY.  You  might  simp 
fy  things  by  using  your  laj 
top  all  the  time.  But  you'd 
be  stuck  with  tiny  displays 
and  a  cramped  keyboard. 
Sure,  a  number  of  computer 
makers  offer  "docking  sta- 
tions" equipped  with  full-size 
keyboards  and  monitors.  Plug 
in  your  laptop  and  you  have  a 
functional  desktop  computer 
linked  to  the  office  network 
and  printers.  The  docking  sta- 
tions haven't  become  very 
popular,  however.  With  cur- 
rent software,  laptops  can't 
automatically  adjust  to  the 
new  display  or  peripherals, 
and  making  the  adjustment 
can  be  tricky.  More  than  once 
I've  ended  up  with  a  machine 
that  wouldn't  boot  up. 

When  using  hardware  that 
complies  with  the  "plug-and- 
play"  standard  drawn  up  by 


Microsoft,  Intel  Corp.,  and 
other  manufacturers,  comput- 
ers running  Windows  95 
should  configure  themselves 
on  the  fly.  If  you  yank  a  lap- 
top like  the  plug-and-play- 
equipped  Compaq  LTE  Elite 
out  of  its  docking  station,  it 
should  immediately  sense 
which  displays,  disk  drives, 


and  other  accessories  are  no 
longer  attached.  If  you  try  to 
send  a  job  to  a  printer  while 
detached,  the  computer 
should  automatically  save  it 
and  spit  it  out  the  next  time 
you  plug  in. 

There's  nothing  new  about 
most  of  this:  Macintoshes  con- 
figure themselves  automati- 
cally, and  the  PowerBook 
DuoDock  provides  many  of 
the  features  that  will  appear 
in  the  Windows  95  docking 
stations.  But  Macs  need  only 
accommodate  a  narrow  range 
of  mostly  Apple  Computer- 
made  hardware,  while  Micro- 
soft and  the  plug-and-play 
consortium  have  to  handle 
dozens  of  manufacturers'  gear. 

Windows  95  will  also  sim- 


plify things  for  those  who  use 
different  computers  in  differ- 
ent locations.  If  I  want  to 
keep  my  phone  list  current  on 
all  the  computers  I  use,  I 
must  manually  copy  the  file 
onto  a  floppy  disk  and  trans- 
fer the  latest  version  from 
computer  to  computer.  The 
new  operating  system  lets 
you  put  the  files  you  move 
frequently  into  a  special  fold- 
er called  a  "briefcase." 
SYNCHRONIZING.  Let's  say 
you  want  to  make  sure  your 
phone  list  and  a  key  spread- 
sheet are  always  the  same  on 
your  office  and  home  comput- 
ers. You  would  simply  copy 
the  files  from  your  office  ma- 
chine onto  a  briefcase  on  a 
ippy.  At  home  you  open 
he  briefcase  and  the 
•orresponding  files  are 
updated — along  with  a 
hidden  running  record 
of  the  updates.  When 
you're  done  working 
at  home,  you  open 
the  briefcase  again 
and  the  new  ver- 
sions are  copied 
onto  it,  then  auto- 
matically trans- 
ferred when  you  pop 
the  disk  into  your  of- 

computer. 
Finally,  Windows  95 
makes  it  possible  for  you 
to  retrieve  files  from  your 
modem-equipped  office  ma- 
chine and  dial  into  the  office 
network.  Programs  such  as 
Symantec  Corp.'s  PcAny- 
where  or  Microcom  Software 
Division's  Carbon  Copy  pro- 
vide similar  capabilities.  But 
in  the  new  Windows  they  will 
be  built-in,  and  will  provide 
easier  access  to  the  network. 
This  convenience  is  a  mixed 
blessing,  since  any  dial-in  net- 
work access  can  create  secur- 
ity problems.  Fortunately,  the 
software  allows  network  ad- 
ministrators to  disable  or  lim- 
it remote  log-ins. 

Neither  doing  business  on 
the  run  nor  using  a  home  PC 
to  stretch  your  workday  to  20 
hours  will  ever  be  much  fun. 
But  the  next  generation  of 
software  should  at  least  ease 
the  pain.  S.W. 


BULLETIN  BOAR 


COLOR  PRINTERS 
HP'S  OFFICE  CANDIDATE 

Looking  for  evidence  that  si 
ous  color  printing  is  now  in 
office  mainstream?  Laser 
printer  king  Hewiett-Packar 
(800  227-8164)  has  jumper' 
into  the  fray  with  the  new  C> 
or  LaserJet.  The  base  list  pi 


is  $7,295,  and  the  price  tag 
will  probably  hit  $9,000  for 
unit  set  up  for  network  use. 

The  Color  LaserJet's  color 
print  quality  is  a  bit  grainy, 
and  the  matte  colors  seem  I; 
brilliant  than  the  glossier  ql 
put  of  high-end  machines  fr 
qms  Inc.  and  Tektronix.  But  tl 
hp  produces  text  with  the 
crispness  users  expect  from 
black-and-white  laser  printe 
at  speeds  of  up  to  10  pages 
per  minute.  The  laser  is  also; 
a  disadvantage  when  print! 
transparencies.  Because  the 
plastic  toner  is  somewhat 
opaque,  color  slides  are  not 
clear  and  crisp  as  those  pro- 
duced either  by  lower-end  ini 
jet  printers  or  more  expensive 
wax-transfer  units. 

SOFTWARE 
AN  AFFORDABLE  NETWORK 

Users  of  ibm's  os/2  operating 
system  will  soon  have  a  chez 
and  simple  way  to  link  their 
personal  computers  into  net- 
works. Artisoft  (800  233-556 
will  have  an  os/2  version  of  il 
Lantastic  networking  system 
on  the  market  by  the  end  of 
the  year.  Lantastic  for  OS/2 
costs  $139,  with  volume  dis- 
counts available. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Intertnet  or  fax  (202)  383-2125 
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Guts.  ~  ' 


CLARIS 


ClarisWorks 


■  -     '  The  leanest,  meanest,  all-in-one 
software  for  word  processing, 
spreadsheet,  database, 
charting,  drawing,  painting, 
and  presentations. 


Vhat  it  takes  to  run  your  own  business  in  the  90s. 


ew  ClarisWorks  3.0  for  Windows 

■u've  got  the  stomach  for  it,  now  get  the  software, 
aris  Works®  3.0  software  has  what  it  takes  to  manage  your 
ice  tasks  and  succeed  in  the  "gotta  have  it  bv  yesterday"  90s. 
)  wonder  three  million*  users  worldwide  have  discovered 
>  all  the  power  you  need  without  useless  features  that 
>w  you  down. 

With  ClarisWorks,  you  can  churn  out  letters,  memos, 
ports,  budgets,  presentations,  proposals,  sales  flyers, 
liling  labels,  contact  lists,  newsletters — virtually  anything 
u  need  to  run  your  business. 

ClarisWorks  integrates  all  the  functionality  of  six 
ftware  applications  into  one — with  a  streamlined  feature 
:  and  responsiveness  that  gets  the  job  done  fast.  For  example, 
u  can  easily  add  graphics,  charts  or  a  spreadsheet  to  your 
<t  in  a  couple  of  mouse  clicks. 

Need  to  get  a  document  out  fast?  Let  Claris  Assistants 
:p  in  to  do  the  hard  work  for  you.  Assistants  guide  you 


through  complex  tasks  like  creating  tables,  and  provide 
expert  advice  on  design  for  newsletters,  presentations  and 
more.  You'll  also  find  1  50  push-button  "Shortcuts"  that  reduce 
routine  tasks  to  one  mouse  click. 

Unlike  other  "Works"  and  "Office"  products,  ClarisWorks 
has  much  smaller  memory  and  storage  requirements.  Its 
compact  design  and  high  performance  makes  it  ideal  for 
notebook  computers. 

You've  got  the  guts,  now  go  for  ClarisWorks.  What 
it  takes  to  succeed  in  the  90s  is  a  fast  phone  call  away. 


Free  with  your  order! 

Try  ClarisWorks  3.0  today  with  a  risk-free  30-day  money- 
back  guarantee  and  get  SofNet's  FaxWorks  a*  tf<4  df^h. 
S  29  value  for  faxing  directly  from  your  mjf 


faxmodem) 
absolutely  free! 


1  800  293  0617!?, 


CLARIS' 


■d  on  combined  nlca  of  ClarisWorks  t..r  Windows  and  Clan* Works  l.,r  Mauntosh  release 
rial  price  available  in  the  U  S  only  Offer  «pircs  Apr.l  ,0-  1995  Call  for  Mae.ntosh 
«g  Available  in  Canada  for  $99  by  ailing  H00- 161  607 S  Prx  ing  subject  U> «  hange  Rrue 
nonev-hack  guarantee  available  through  L  lans  ofd)  Tax  ami  shipping  costs  ar.  additional 
llcr  price  and  terms  may  vary.  ©  1994  Claris  Corporation  All  rights  reserved  Clans  and 
Works  an-  registered  trademarks,  ami  Clans  Assistants  and  Sinipb  powerlul  software  are 
marks  of  Clans  Corporation  All  other  trademarks  an  prop.  rt\  ol  their  respective  owner 


Simply  powerful  software. 


'  *Based  on  1992  through  1994  mode! year  sales. 

^jjjn®©1994  GM  Corp.  All  rights  reserved. 

1  LeSabre  is  a  registered  trademark  of  GM  Corp. 
Buckle  up,  America! 


What  do  doctors  recommend  most? 

Buick  LeSabre. 

Prevention  magazine's  Editorial  Advisors  are  all  doctors.  And  you 
know  what  they  recommend?  LeSabre,  awarded  Prevention's 
"Safe  Car  Achievement  Award"  in  the  full-size  car  segment. 
Safety  includes  dual  air  bags,  anti-lock  brakes,  steel 
side  door  beams,  a  steel  safety  cage  body  unit 
and  child  security  locks.  LeSabre  is  now  the 
most  popular  full-size  car  in  America.* 
Safety  must  be  catching  on.  To  learn 
more,  call  1-800-4A-BUICK. 


TO  FULLY  UNDERSTAND  THE  DIFFERENCE  BETWEEN 

INSURANCE  COMPANIES,  YOU  COULD  GO 
THROUGH  THIS  AD.  OR  GO  THROUGH  SHEER  HELL. 


As  anyone  who's  faced  disaster  certainly  knows,  some  insurance  companies  go  out  of  their  way 
to  help  you  pick  up  the  pieces.  And  some  will  leave  your  temper  smoldering.  To  avoid  making  the 
wrong  choice,  you  have  to  select  a  company  for  its  service.  Its  reliability.  And  most  importantly,  its 
solvency.  So  you  can  be  certain  it's  not  only  willing  to  pay  its  claims,  but  able. 

Look  up  General  Accident  Insurance  in  your  Yellow  Pages  and  call  your  Independent  Agent 
about  our  entire  line  of  commercial  insurance  products.  You'll  find  we  have  over  S5.6  billion  in  assets. 
And  that  we  have  an  A-  (Superior)  rating  from  A.M.  Best,  a 
nationally  recognized  insurance  rating  service.  And  when  the  heat 
is  on,  that  kind  of  security  can  help  you  keep  a  cool  head. 


GA 


GENERAL 
ACCIDENT 
INSURANCE 
We'll  See  Yon  Through 


Economic  Viewpoint 


•AUL  CRAIG  ROBERTS 


RIVATE  NEST  EGGS 

OlYT  MAKE  PUBLIC  SAFETY  NETS 


SCHEME 

divert  pen- 
>n  money  to 
3onomically 
*geted 
vestments" 
ch  as  public 
using  could 
t  trillions 
;o  Uncle 
m's  hands 


Iraig  Roberts  is  John  M.  Olin 
i  of  the  Institute  for  Political 
my  and  Distinguished  Fellow  of 
ito  Institute  in  Washington,  D  C. 


Having  reneged  on  his  campaign  prom- 
ise of  a  middle-class  tax  cut,  President 
Clinton  is  now  maneuvering  to  com- 
mandeer a  portion  of  our  pensions.  If  the  Ad- 
ministration's success  in  getting  its  hooks  into 
the  assets  of  the  banking  system  is  a  sign  of 
the  likely  outcome  ("Holding  banks  hostage  is 
a  rotten  way  to  battle  bias"  Economic  View- 
point, Oct.  3),  expect  your  pension  nest  egg  to 
shrivel. 

President  Clinton  installed  Alicia  H.  Mun- 
nell,  a  vociferous  advocate  of  pension  taxa- 
tion, as  Assistant  Treasury  Secretary  for  Ec- 
onomic Policy.  She  wants  to  invest  pension 
funds  in  public  infrastructure  and  public  edu- 
cation to  "increase  the  resources  available  for 
future  generations."  To  achieve  her  goal,  she 
devised  a  plan  that  requires  taxpayers  to  re- 
port as  taxable  income  the  contributions  that 
they  and  their  employers  make  to  pension 
plans,  along  with  the  earnings  on  the  pension 
investments  known  as  the  "inside  buildup." 
To  make  up  for  not  taxing  pensions  in  the 
past,  she  wants  to  confiscate  15%  of  all  pension 
fund  assets. 

Munnell's  plan  was  too  much  even  for  zeal- 
ous income  redistributionists  among  Demo- 
crats on  the  Hill.  When  details  of  her  propo- 
sal leaked  out,  it  was  quietly  shelved. 
SLICK  MOVE.  Desperate  for  money,  Clinton 
has  revived  the  redistribution  goal  of  Mun- 
nell's pension  tax,  although  in  a  different 
wrapper.  The  means:  subversion  of  the  Em- 
ployee Retirement  Income  Security  Act 
(erisa),  which  requires  that  pension  funds  be 
invested  solely  in  the  interest  of  participants 
and  beneficiaries.  Labor  Secretary  Robert  B. 
Reich  has  issued  new  interpretive  regulations 
that  permit  pension  fund  managers  to  siphon 
our  pension  funds  into  so-called  economically 
targeted  investments  (etis).  etis  are  socially 
useful  public  projects  that  are  deemed  by  the 
Secretaries  of  Housing  &  Urban  Development 
and  Labor  to  yield  collateral  benefits  over  and 
above  the  private  welfare  of  the  pension  fund 
owner. 

A  "socially  useful"  investment  with  "collat- 
eral benefits"  defined  by  public  officials  is  also, 
of  course,  a  politically  useful  investment — 
such  as  public  housing.  The  Administration 
plans  first  to  divert  some  share  of  our  pen- 
sions into  the  financing  of  public  housing  and 
go  on  from  there. 

With  ERISA  subverted,  the  scheme's  next 
step  is  to  amend  the  Community  Reinvest- 


ment Act  (cra)  so  that  its  expansively  inter- 
preted "fairness"  requirements  can  be  applied 
to  pension  and  mutual  funds — indeed,  to  all 
financial  institutions.  The  cra,  as  originally 
construed,  requires  banks  to  service  the  com- 
munities from  which  they  collect  deposits.  The 
act  is  now  used  to  enforce  racial  quotas  in 
lending,  often  at  below-market  interest  rates 
to  favored  minorities. 

Flocks  of  federal  financial  regulators  are 
lobbying  for  cra  authority  over  their  domains, 
with  support  from  the  Treasury  Dept.  and  the 
American  Bankers  Assn.  Treasury  Under  Sec- 
retary for  Domestic  Finance  Frank  N.  New- 
man wants  a  percentage  of  mutual-fund  as- 
sets invested  in  community  projects,  and  the 
aba,  whose  members  are  being  forced  into 
risky  loans  and  an  unlevel  playing  field,  wants 
company  for  its  members'  misery. 
HANDSOME  take.  When  left-wingers  realized 
that  taxpayer  revolt  limited  the  monies  that 
they  could  squeeze  out  of  the  tax  system  for 
their  redistributionist  schemes,  they  set  their 
sights  on  the  stocks  of  assets  held  by  pension 
funds,  banks,  and  insurance  companies.  As 
the  assets  of  the  pension  funds  and  the  bank- 
ing system  total  some  $7  trillion,  "fairness" 
requirements  on  its  allocation  would  put  enor- 
mous sums  of  money  at  the  government's  dis- 
cretion. With  blacks  and  Hispanics  comprising 
about  20%  of  the  population,  the  government 
can  claim  allocation  powers  over  $1.4  trillion. 
If  white  women — also  a  protected  minority — 
are  included,  the  government  can  widen  its 
fairness  net  over  the  stock  of  pension  and 
bank  assets  to  60%,  or  $4.2  trillion. 

Senator  Barbara  Boxer  (D-Calif.)  supports 
Clinton's  plan  to  grab  our  pensions.  She  disin- 
genuously claims  pension  investments  in  etis 
will  earn  returns  competitive  with  invest- 
ments in  profit-making  private  companies.  If 
this  were  true,  the  Kansas  Public  Employee 
Retirement  System  would  not  have  had  to 
write  off  $200  million  in  failed  ETI  investments 
in  public  housing,  and  Clinton  would  not  be 
maneuvering  to  establish  allocatory  powers 
over  the  assets  of  the  financial  system. 

In  an  irony  of  fate,  the  week  that  Reich 
threw  our  ERISA  protections  to  the  wind, 
Superior  Court  Judge  Steffen  W.  Graae  or- 
dered Mayor  Sharon  Pratt  Kelly  to  surren- 
der the  District  of  Columbia's  public  housing 
to  an  outside  receiver.  If  the  Clintonistas  get 
their  way,  a  big  chunk  of  our  pension  assets 
could  be  headed  in  the  same  direction. 
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Your 
Express  Lane 

On  The 
Information 


M.urn  right  at  R  3  Today.  And  SAP  will  help  you  accelerate  the  interconnectivity  of  your  enterjn 
on  a  global  basis.  SAP  is  ranked  number  one  worldwide  in  client  server  applications.'  Powered 
the  superior  performance  of  R  3 —  the  first  fully  integrated  client/server  software.  From  salet 
manufacturing,  finance  to  human  resources,  R  3  already  helps  manage  and  streamline  i 


Soft   w  are      that  run 


.i 


'  Based  on  total  worldwide  client/server  applications  software  and  maintenance  revenues  as  reported  by  International  Data  Corporation.  April  1994  ©1994  SAP  Amenca.  Inc 


nness  operations  for  over  1800  major  corporations  around  the  world,  hi  fact,  9  of  the  top  10 
•tune  500  companies  count  on  SAP  to  put  more  people  in  the  driver's  seat  with  greater  access  to 
information  they,  need,  enterprise-wide.  So  to  find  out  just  how  our  integrated  client/server 
utions  can  help  you  speed  past  your  competition,  call  SAP  ASAP  at  1-800-USA-1SAP,  ext.  500. 

reat  enterprises; 
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The  New 
IIP  ScanJet  Scann<| 

Just  click.  That's  all.  If  you  can  dl 
HP  ScanJet  scanners  will  do  the! 
Photos,  illustrations,  text,  napki 
scrawls:  all  easily  incorporated  i| 
your  document.  The  new  HP  Scail 
is  a  grayscale  scanner,  offering  12| 
enhanced  resolution  (300-dpi  opll 
and  new  software  that  makes  ever! 
automatic.  The  HP  ScanJet  Hex  t| 
24 -bit  color  at  1600-dpi  enhanced 
lution  (400-dpi  optical)  and  now  in] 
Calera  WordScan  OCR  software.  I 
carry  HP  reliability  and  support.  II 
carries  an  unreasonable  price.  Fl 
more  information  or  for  the  naml 
your  local  dealer,  call  1-800-SCArj 
Ext.  8825. 


Black  &  White -$599 


Color- $1,179 

The  easiest  thing 
you'll  do  all  day. 


HEWLETT® 
PACKARD 


'Suggested  U.S  list  prices  61994  Hewlett-Packard  Company  PE 12424 


conomic  Trends 


;ene  koretz 

IE  DOLLAR  IS 
iSING  A  FRIEND 

foreign  income  wanes 

metime  within  the  next  year, 
.merica's  ballooning  trade  deficit 
Id  start  shrinking  again  as  the  glo- 
ipturn  hypes  overseas  demand  for 
products  and  a  slowing  U.  S.  econ- 
tempers  American  appetites  for 
gn  goods.  But  the  beneficial  impact 
is  turnaround,  warns  economist  Mi- 
1  Moran  of  Daiwa  Securities  Amer- 
nc,  will  be  undercut  by  a  new  de- 
>ment  on  the  financial  front — a  shift 
vestment  income  flows  in  favor  of 
gn  investors. 

)r  many  decades,  notes  Moran, 
ricans  have  invested  more  overseas 
earned  more  on  such  investments 
foreign  investors  have  earned  in 
J.  S.  And  although  this  investment 

!.S.  GLOBAL  INCOME  IS  FALLING 


J_NET  INVESTMENT  INCOME* 

U.S.  BALANCE  OF  PAYMENTS 


'3411 


ilLUGNS  OF  DOLLARS 

'ROFITS,  INCOME,  AND  DIVIDENOS  EARNED  BY  THE  U.S.  OVERSEAS 
ESS  THE  SAME  EARNED  BY  FOREIGNERS  IN  THE  U.S. 
DATA:  COMMERCE  DEPT. 

ne  "surplus"  fell  during  the  1980s  as 
3  trade  deficits  emerged,  it  stayed 
;ive — and  actually  rose  a  bit  late  in 
lecade  as  a  weakening  dollar  boost- 
le  dollar  value  of  America's  foreign 
stment  returns  and  helped  shrink 
;rade  deficit. 

ntil  recently,  this  positive  income 
has  helped  offset  the  negative  im- 
of  the  trade  deficit  on  the  payments 
ice — limiting  America's  growing  de- 
lence  on  foreign  capital.  Now,  how- 
,  America's  net  foreign  debt — over 
i  billion  at  last  count — has  evident- 
;ached  the  point  at  which  net  in- 
i  flows  (profits,  dividends,  and  inter- 
start  reinforcing  the  effect  s  of  trade 
its  and  adding  to  U.  S.  capital  needs, 
urther,  as  interest  has  to  be  paid  on 
new  foreign  capital  required  to  fi- 
:e  the  deterioration  in  investment 
me,  the  deficit  in  income  flows  will 
itably  widen.  Economists  at  dri/Mc- 


Graw-Hill  predict  that  the  income  short- 
fall will  hit  a  $20  billion  annual  rate 
within  a  year.  Other  things  being  equal, 
that  spells  more  downward  pressure  on 
the  dollar  and  upward  pressure  on  U.  S. 
interest  rates. 


HOUSEHOLDS  GO 
ON  A  T  RILL  SPREE 

Higher  rates  lure  small  investors 

A lot  of  key  players  have  withdrawn 
from  the  Treasury  market  since 
bond  prices  tumbled  earlier  this  year. 
With  redemptions  outpacing  inflows, 
bond  mutual  funds  are  out  of  the  action. 
Banks  have  become  net  sellers  to  ob- 
tain the  wherewithal  for  their  rising 
lending  activity.  Big  long-term  buyers 
such  as  pension  funds  are  looking  else- 
where, and  currency  concerns  have 
turned  off  foreign  private  investors. 

So  who's  buying?  As  in  past  cycles, 
says  economist  Robert  V.  DiClemente 
of  Salomon  Brothers  Inc.,  it's  the  small 
investor  who  has  stepped  up  to  the 
plate.  Federal  Reserve  data  indicate 
that  households  bought  some  $107  billion 
worth  of  Treasuries  in  the  three  quar- 
ters ending  in  June,  rivaling  the  full- 
year  record  of  $114  billion  in  1990.  And 
the  pace  seems  to  have  continued  in  the 
third  quarter. 

Stung  by  sizable  capital  losses  in  mu- 
tual funds,  a  lot  of  households  are  evi- 
dently eyeing  the  higher  interest  rates 
on  short-term  Treasuries.  Two-year 
yields,  for  example,  are  up  by  300  basis 
points  in  the  past  year.  With  interest 
rates  on  bank  deposits  less  competitive, 
"small  investors  have  found  a  home  in 
Treasuries,"  says  DiClemente. 


THE  STRETCH  IN 
MEXICAN  WAGES 

Cash  benefits  make  a  big  difference 

The  notion  that  Mexican  workers  who 
compete  with  their  U.  S.  counter- 
parts make  a  dollar  or  two  an  hour  is 
wide  of  the  mark,  reports  Hewitt  As- 
sociates, a  benefits  consulting  firm. 
While  the  minimum  wage  in  Mexico  is 
about  $4.50  a  day,  average  starting 
wages  (aside  from  "maquila"  operations 
along  its  northern  border)  are  far  high- 
er, and  all  Mexican  workers  receive  a 
raft  of  other  payments  and  benefits, 
most  of  which  are  mandated  by  law. 
Hewitt  notes,  for  example,  that  Mex- 


ican workers  receive  full  pay  365  days  a 
year,  though  they  take  vacations  and 
holidays  and  usually  work  only  40  to  48 
hours  a  week.  On  average,  they  receive 
30  days  extra  pay  as  a  Christmas  bonus 
and  as  much  as  80%  extra  pay  as  a  vaca- 
tion bonus.  Other  standard  benefits  in- 
clude profit-sharing  plans,  punctuality 
bonuses  (averag- 


HIDDEN  GOODIES 
IN  MEXICAN  PAY 

EFFECTIVE  HOURLY  WAGE* 

BASE  PAT  OTHER** 


$1.77 


flMMi)  $6.oo 


$11.90 


■|UHM  $16.70 

•Non-managerial  workers  In  1993 
Includes  vacation  pay,  social  security, 
and  other  payments  and  benefits 
DATA:  HEWITT  ASSOCIATES 


ing  15  to  20  days' 
pay  for  perfect  at- 
tendance  over  a 
year),  savings 
plans,  and  food 
coupons. 

The  upshot  is 
that  base  pay  con- 
stitutes only  30% 
of  a  Mexican 
worker's  total 
compensation,  vs. 
over  70%  in  the 
U.S.  Based  on  a 
survey  of  U.  S.  and 
Mexican  compa- 
nies (including 
multinationals  op- 
erating in  both  countries),  Hewitt  Asso- 
ciates calculates  that  their  effective 
hourly  compensation  (wages,  benefits, 
etc.)  for  production  workers  last  year 
averaged  $6  in  Mexico,  compared  with 
$16.70  in  the  U.  S. 


HOW  SECURE  ARE 
U.S.  J0RS? 

More  than  you  think,  say  the  data 

In  the  turbulent  1980s,  as  restructur- 
ing and  downsizing  gathered  steam 
in  the  U.  S.,  job  security  began  to  seem 
a  vestige  of  the  noncompetitive  past. 
But  has  job  stability  really  changed 
that  much? 

To  find  out,  economists  Francis  X. 
Diebold  and  Daniel  Polsky  of  the  Uni- 
versity of  Pennsylvania  and  David  Neu- 
mark  of  Michigan  State  University  re- 
cently analyzed  worker  survey  data  for 
the  years  1983,  1987,  and  1991.  In  all 
three  years,  they  found  that  a  bit  over 
35%  of  workers  had  been  employed  at 
the  same  job  for  three  years  or  less.  But 
they  found  only  a  slight  decrease  in  the 
percentage  of  workers  holding  jobs  for 
at  least  four  years — mainly  among 
blacks,  high  school  dropouts,  and  high 
school  graduates  relative  to  college 
grads. 

Notwithstanding  the  wage  declines 
suffered  by  such  groups  during  the 
1980s,  the  results  suggest  that  the  loss 
of  job  stability  has  been  exaggerated. 
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Scary  thought.  When  you  work  for  yourself,  you've  got  to  take  care  of  yourself.  (Unless 
you  expect  to  work  forever.) 

Fortunately,  Equitable  lias  some  unusually  easy  ways  for  you  to  sock  it  away  for  tomorrow. 
We  can  introduce  you  to  an  array  of  mutual  funds,  variable  annuities  and  life  insurance  —  ideas 
to  kelp  you  plan  the  future  —  some  that  even  help  defer  taxes. 

To  find  out  more  about  these  products,  including  charges  and  expenses,  ask  your  agent  for  a 
prospectus.  Be  sure  to  read  it  carefully  before  you  invest  or  pay  money. 

And  do  it  soon.  Of  all  the  things  you  have  to  do  for  yourself  now,  this  one's  for  tomorrow. 


ny,  New  York,  NY,  which  are  subsidiaries  of  Equitable.  Mutual  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equico  Securities,  Inc.  (Equico),  New  York,  NY,  and  are  ottered  by  prospectus  only  (jt-B4-i8S 


Can  the  Quality 
Control  Standards  of 

ISO  9000 
be  applied  to 
650,000  employees  of 
a  Service  Company? 


We've  just  done  it! 

Manpower  Inc.  is  proud  to  announce  that  its  Quality  Management  Process 
is  now  registered  to  the  International  Standards  of  ISO  9002-1987. 
This  registration  is  the  newest  discipline  in  our  continuing  initiative 
to  assure  the  highest  quality  of  Employment  and 
Staffing  Services  to  our  customers. 

MANPOWER 

Registration  Certificate  #002285 
issued  to: 

QM/3B 

JJJJf        Manpower  International  Inc. 

m  World  Headquarters 

5301  North  Iron  wood  Road 
Milwaukee,  Wisconsin  53217 

Institute 
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ON'T  LET  INFLATION'S  GHOST 
POOK  YOU  THIS  HALLOWEEN 


U  S.  ECONOMY 


It's  not  too  early  to  think  about 
your  Halloween  costume.  But 
it  Freddy  Krueger  masks  or  Grim  Reaper  outfits  if 
plan  to  trick-or-treat  down  Wall  Street.  If  you  really 
■,  to  scare  the  markets,  just  dress  up  like  the  inflation 
ster. 

ie  financial  markets  approached  the  September  price 
with  all  the  edgy  anxiety  of  people  visiting  a  haunt- 
Duse.  Much  to  their  relief,  though,  there  were  no  in- 
mary  ghouls  to  be  found.  Producer  prices  of  finished 
s  actually  fell  0.5%,  and  rose  just  0.1%  excluding  food 
anergy. 

|  too,  the  consumer  price  index  looked  pretty  tame. 
3Pi  was  up  0.2%  in  September,  and  excluding  food  and 
gy  prices,  the  core  index  increased  0.2%.  The  yearly 
ion  rate  now  stands  at  3%  for  both  the  total  index  and 
ore.  Inflation  has  picked  up  some  since  the  spring,  but 
ack  of  any  visible  pressure  from  tight  labor  markets 
ipacity  constraints  suggests  the  rate  will  move  up 
gradually  through  1995. 

Service  inflation  continues  to 
edge  lower,  even  as  increases  in 
goods  prices  have  picked  up 
(chart).  Bigger  price  tags  for  to- 
bacco, used  cars,  and  food  have 
m  lifted  goods  inflation. 
^^Ygoods  f  For  October,  energy  prices 
^f\J~  probably  increased  because  of  the 
higher  pump  price  for  oxygenat- 
ed gasoline  required  for  environ- 
mental reasons  during  the  win- 
ter. In  general,  however,  any 
ieration  in  goods  inflation  will  be  reined  in  by  for- 
competition,  falling  unit  labor  costs  in  manufacturing, 
the  recent  slowdown  in  commodity  prices. 
August,  prices  for  consumer-goods  imports  were  up 
nly  2%  from  a  year  earlier.  And  the  Knight-Ridder 
modify  Research  Bureau's  index  of  commodity  fu- 
3  is  below  its  June  peak  and  has  been  gradually  de- 
ig  since  early  September. 

IMODITY  PRICES  as  well  as  overall  inflation  are 
g  some  steam  because  the  economy  is  showing  the  ef- 
,  of  past  interest-rate  hikes  by  the  Federal  Reserve, 
latest  data  on  retail  sales,  industrial  production,  and 
city  are  hardly  the  stuff  that  should  keep  bond  traders 
t  night. 

'course,  what's  a  pleasant  read  on  Wall  Street  can  be 
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a  Stephen  King  hair-raiser  on  Main  Street.  A  more  mod- 
erate pace  of  economic  growth  means  consumers  will  see 
slower  hiring  and  income  growth.  Add  in  the  Fed-engi- 
neered bite  from  higher  adjustable-rate  mortgage  pay- 
ments, and  it  is  easy  to  see  why  consumer  spending  is 
downshifting  from  its  surge  of  late  1993  and  early  1994. 

Of  course,  consumers  aren't  forgoing  shopping  alto- 
gether, as  they  would  in  a  recession.  Retail  sales  rose 
0.6%  in  September,  and  the  Commerce  Dept.  revised  up- 
ward the  July  and  August  data.  The  September  strength 
was  mostly  in  durable  goods:  Demand  for  autos,  building 
materials,  and  home  furnishings  remains  strong.  Re- 
ceipts at  apparel  stores,  which  should  have  benefited 
from  a  solid  back-to-school  season,  fell  1.5%. 

The  September  gain  means 
that  retail  volume  likely  grew  at      IMPORTS  OVERWHELM 
an  annual  rate  of  about  3.9%  in 
the  third  quarter.  With  outlays 
for  services  rising  at  a  subdued 
pace,  total  real  consumer  spend- 
ing probably  grew  at  about  3% 
last  quarter.  While  that  is  dou- 
ble the  1.3%  creep  of  the  second     %  goods  &  services 
quarter,  the  pace  hardly  com-  »~ 
pares  with  the  showing  in  the 
previous  three  quarters. 

The  return  of  shoppers  last  quarter  prompted  retailers 
to  continue  stocking  their  shelves.  Retail  inventories  surged 
2.4%  in  August,  leading  the  1%  advance  in  total  business 
stockpiles.  The  ratio  of  retail  inventories  to  sales  jumped  to 
its  highest  level  since  the  blizzard-related  bulge  in  early 
1993.  Excluding  cars,  the  ratio  is  the  highest  in  6lA  years. 

THE  AUGUST  BUILDUP  indicates  that  inventory  accu- 
mulation did  not  slow  as  much  in  the  third  quarter  from 
its  jump  in  the  second  quarter  as  many  analysts  had  ex- 
pected. The  slowdown  in  domestic  demand,  though,  es- 
pecially in  the  construction  sector,  means  real  gross  do- 
mestic product  probably  grew  in  the  neighborhood  of  2% 
last  quarter,  at  an  annual  rate.  If  so,  that  pace  is  below  the 
point  at  which  the  economy  can  expand  without  touching 
off  inflation  pressures. 

The  GDP  data,  to  be  released  on  Oct.  28,  won't  get  any  lift 
from  foreign  trade.  In  August,  the  trade  deficit  in  goods  and 
services  narrowed  to  $9.74  billion  from  $11.19  billion  in 
July  (chart).  So  far  in  the  third  quarter,  the  trade  gap  is  run- 
ning slightly  wider  than  the  second-quarter  average,  sug- 
gesting that  the  bigger  trade  deficit  is  subtracting  from  GDP 
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growth.  True,  exports  are  gaining  strength  as  world  growth 
picks  up,  but  imports  still  flood  U.  S.  shores.  In  August, 
exports  jumped  6.1%,  to  a  record  $59.8  billion,  led  by  air- 
craft, cars,  and  industrial  materials.  But  imports,  up  3%  to 
$69.5  billion,  also  hit  a  new  high.  Goods  from  China  soared 
14%,  causing  a  sharp  widening  of  the  U.  S.-Chinese  deficit. 

The  third  quarter  may  mark  the  bottom  for  trade  de- 
terioration in  this  business  cycle.  Imports  should  follow  the 
slowdown  in  U.  S.  demand,  and  exports  should  benefit 
from  recoveries  abroad  and  the  weaker  dollar. 

FOR  MANUFACTURERS,  the  livelier  beat  of  exports 
helps  offset  slower  demand  in  the  much  bigger  domestic 
market.  Industrial  production  was  unchanged  in  Septem- 
ber, with  factory  output  rising  0.1%.  Operating  rates  for  all 
industry  averaged  84.6%,  just  below  84.8%  in  August. 

September  activity  would  have  been  peppier,  but  a 
strike  and  shortages  of  some  parts  caused  a  1.6%  drop  in 
auto-industry  output.  Even  excluding  motor  vehicles, 
though,  factory  production  was  up  just  0.2%. 

Vehicle  output  is  expected  to  come  back  in  the  fourth 
quarter,  although  the  gain  won't  match  the  phenomenal 
growth  in  the  fourth  quarter  of  1993.  Sales  of  cars  and 
trucks  have  slowed  since  July. 

The  busiest  manufacturers  continue  to  be  business- 
equipment  makers,  reflecting  the  boom  in  capital  spend- 
ing for  new  equipment.  Their  output  is  up  12.3%  from  a 
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year  ago  (chart).  Production  of  computers  and  other  (I 
equipment  has  soared  by  26.2%  over  the  past  four  c| 
ters.  Output  of  business  gear  has  helped  overall  fact 
production.  It  rose  at  an  annual  rate  of  7%  last  qua 
down  from  7.3%  in  the  second  and  7.8%  in  the  f| 

Inflation  hawks,  however,  could  hardly  quarrel  ] 
the  growing  demand  for  business  equipment,  especj 
computers.  For  most  businesses,  they  provide  the  mi 
to  boost  productivity  and  keep  a  lid  on  labor  costs,  j 

The  smaller  increases  to  wage 
bills  are  leading  to  a  surprisingly 
strong  performance  in  corporate 
profits  in  the  third  quarter  (page 
42).  Part  of  those  strong  earnings 
will  likely  be  plowed  back  into 
more  business  equipment,  help- 
ing to  keep  the  uptrend  in  pro- 
ductivity going. 

Better  efficiency  is  one  of  the 
most  powerful  arguments  for  a 
continued  moderation  in  inflation. 
Add  in  slower  demand,  the  resistance  of  consumer! 
paying  higher  prices,  and  intense  competition,  and  I 
hard  to  see  why  price  pressures  will  build  in  the  neail 
ture.  So  go  ahead  and  revel  in  the  frights  and  scream 
this  year's  Halloween  knowing  that  inflation  is  one  goj 
you  don't  have  to  fear. 
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CANADA  IS  IN  CLOVER-BUT  ROLLING  IN  DEBT 


If  not  for  Canada's  dangerous  fis- 
cal predicament,  its  economy 
would  have  the  brightest  outlook  in 
the  industrialized  world.  Canada 
will  end  1994  with  the  fastest 
growth  and  the  lowest  inflation  of 
any  major  country,  and  a 
similar  pattern  is  ex- 
pected for  1995. 

Vigorous  exports  and 
rising  commodity  prices 
in  this  resource-rich  na- 
tion are  boosting  indus- 
trial output  and  corpo- 
rate earnings,  which  in 
turn  are  fueling  a  capi- 
tal-spending boom. 
Economists  expect  real 
gross  domestic  product  to  grow 
about  4%  this  year  and  to  come 
close  to  that  in  1995.  Inflation,  cur- 
rently near  zero,  is  exaggerated  on 
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the  low  side  by  a  cut  in  cigarette 
taxes,  but  it  should  reach  only 
about  2%  next  year. 

However,  total  government  debt 
has  ballooned  to  100%  of  GDP.  And 
interest  on  that  debt — some  25%  of 
Ottawa's  budget — is 
growing  faster  than  the 
economy.  "We're  in 
hock  up  to  our  eye- 
balls," warned  Finance 
Minister  Paul  Martin  at 
his  economic  and  fiscal 
update  before  Parlia- 
ment on  Oct.  17-18. 

Even  with  the  help  of 
a  strong  economy,  Mar- 
tin predicts  that  Cana- 
da will  still  ring  up  a  fiscal  1994-95 
deficit  of  C$39.7  billion  (U.  S.  $29.4 
billion),  only  slightly  below  last 
year's  record.  On  Oct.  18  Martin 


said  he  would  have  to  slash  spend- 
ing by  an  additional  C$7.3  billion  t 
reach  Ottawa's  1996-97  target  of 
C$25  billion,  or  3%  of  gdp.  For  nov 
Canada's  financial  markets  have 
welcomed  Martin's  resolve,  but 
those  markets  are  still  looking  for 
hard  evidence  of  his  commitment. 

Since  Aug.  2,  the  Toronto  stock 
market  has  gained  2.9%,  while  the 
Canadian  dollar  is  up  2.5%  vs.  the 
U.  S.  dollar.  Still,  Canada's  currenc; 
is  near  an  eight-year  low,  thanks  t( 
its  fiscal  woes.  Also,  the  country's 
enormous  reliance  on  foreign  in- 
vestors has  lifted  real  interest  rate 
to  levels  that  are  among  the  highes 
in  the  industrialized  world.  Until 
Ottawa  moves  decisively  to  clean 
up  its  fiscal  mess,  the  financial  mar 
kets — and  the  Canadian  economy- 
will  remain  at  risk. 


The  Week  Ahead  can  now  be  found  at  the  bottom  of  the  Business  Week  Index,  appearing  this  week  on  page  139 
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Top  of  the  News 


Where  did  the  good  times  go?  A 
year  ago,  investment  banks 
were  swimming  in  bucks,  rev- 
eling in  stock  and  bond  mar- 
kets that  seemed  only  to  go  up.  Look  at 
the  mess  now.  Salomon  Inc.  expects  to 
lose  $100  million  in  its  third  quarter, 
atop  a  $204  million  loss  in  the  second. 
Profits  are  down  sharply  at  Bear, 
Stearns  &  Co.  and  Morgan  Stanley  & 
Co.  Brokerage  stocks  are  in  the  tank, 
off  some  13%  so  far  this  year.  And  indus- 
try layoffs  total  2,000  so  far  in  1994,  and 
8,000  more  jobs  may  go  in  the  next  12 
months.  "The  bleeding  is  far  from  over," 


says  John  Utendahl,  who  heads  his  own 
money-management  firm.  "There  is  no 
guarantee  what  next  year  will  bring." 

On  Oct.  17,  General  Electric  Co. 
bailed  out,  agreeing  to  sell  its  long-trou- 
bled Kidder,  Peabody  &  Co.  unit,  which 
lost  $85  million  in  the  third  quarter.  Only 
ge's  deep  pockets  saved  the  old-line  firm 
from  going  under  in  the  face  of  mort- 
gage-backed securities  losses  and  the 
Joseph  Jett  trading  scandal.  Now,  Paine- 
Webber  Inc.  will  buy  Kidder  for  $670 
million  in  stock;  in  the  next  few  months, 
it  may  reduce  the  firm's  workforce  by 
as  much  as  half,  to  some  2,500. 


Scary  days.  They're  the  result,  ma 
ly,  of  the  biggest  bond-market  debacle 
recent  memory.  While  interest  rates  ( 
clined  from  1991  to  1993,  Wall  Stree 
big  houses  virtually  minted  money, 
their  huge  bond  inventories  generat 
far  more  in  yield  than  they  cost  to 
nance.  Corporations,  meanwhile,  rush 
to  issue  low-cost  debt,  generating  i 
underwriting  fees.  The  party  end 
abruptly  last  Feb.  4,  when  the  Fedei 
Reserve  hiked  interest  rates  for  the  fii 
of  five  times.  Government  bond  yiel 
surged  two  percentage  points,  to  7.81 
by  Oct.  19.  "What  the  Fed  giveth,  t 
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also  taketh  away,"  says  Michael 
igan,  analyst  with  Lipper  Analyti- 
ecurities  Corp. 

is  downturn  is  nowhere  near  as 
ful  as  previous  slumps — thanks 
ly  to  recent  cost-cutting  and  con- 
itive  expansion  when  business  was 
—and  deal  activity  is  booming.  Still, 
rwriting  and  trading  activity  has 
meted,  producing  losses  of  $623 
m  for  the  Street  in  1994's  second 
ter,  compared  to  $2.35  billion  in 
;s  the  same  quarter  last  year.  New 
and  equity  issues  declined  51%,  to 
billion,  in  the  third  quarter  from 


NO  PARTY 


The  Street  still  suffers  from 
overcapacity — too  many  traders,  brokers,  and 
bankers  chasing  too  little  business.  But  look 
beyond  bonds,  and  there  are  some  bright  spots 


the  same  period  last  year,  says  Secur- 
ities Data  Corp.  While  the  stock  mar- 
ket is  up  slightly  this  year,  initial  public- 
offerings  were  down  47%  in  the  quar- 
ter, to  $4.8  billion. 

The  worst  hit:  those  most  dependent 
on  their  fixed-income  businesses,  such  as 
Salomon  and  Lehman  Brothers  Inc. 
Lehman  posted  just  $22  million  in  sec- 
ond-quarter earnings,  down  79%  from 
a  year  earlier.  Salomon  dropped  millions 
in  the  bond  markets  and  took  a  hit  in 
the  third  quarter  for  losses  in  proprie- 
tary trading.  The  carefully  constructed 
hedges  at  top  firms  such  as  Goldman, 
Sachs  &  Co.  failed  to  protect  portfolios 
from  such  an  abrupt,  rapid  rise  in  rates. 
GLOBAL  GIANTS.  The  mortgage-backed 
securities  markets  got  whacked  espe- 
cially hard.  As  interest  rates  rose,  the 
number  of  homeowners  who  refinanced 
their  mortgages  dropped  dramatically, 
lengthening  the  time  many  mortgage- 
backed  holders  had  to  wait  to  be  paid 
off.  That  sent  prices  tumbling  and  quick- 
ly dried  up  what  had  been  a  liquid  mar- 


ket. Much  like  investors  in  the  junk- 
bond  market  in  1990,  customers  raced  to 
the  sidelines,  leaving  the  firms  that  spe- 
cialized in  mortgage-backed  instruments 
with  little  trading  and  underwriting 
business.  Kidder  was  hurt  badly,  as 
were  Salomon  and  Bear  Stearns.  Bear 
Stearns's  earnings  dropped  66%.  in  its 
quarter  ending  Sept.  30. 

There's  more  contraction  to  come.  The 
securities  industry  still  suffers  from  pro- 
nounced overcapacity — too  many  trad- 
ers, brokers,  and  bankers  chasing  too 
few  deals.  Wall  Street  is  headed  toward 
a  handful  of  goliaths,  such  as  Merrill 
Lynch,  Goldman,  and  Morgan  Stanley, 
that  can  play  in  a  global  arena. 

But  this  time  around,  securities  firms 
are  structured  better  to  handle  the 
downturn.  Wall  Street  is  leaner  than  it 
has  been  in  years,  thanks  to  its  shakeout 
from  the  1990  industry  downturn.  Over- 
head expenses  are  lower,  and  asset  qual- 
ity is  stronger,  says  Moody's  Investors 
Service  Inc.  "Most  securities  firms  year- 
to-date  are  still  profitable,  and  their  re- 


Blood  on  the  Street 

The  tumultuous  bond  market,  weak  underwriting,  and  shrinking  fees  have 
wreaked  havoc  on  investment  banks,  cutting  deeply  into  1994  profits 
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Profits  were  down  27%  in  the  second  quarter  and 
36%  in  the  third,  on  weak  trading  and  underwriting. 
Merrill  has  laid  off  4%  of  its  bond  unit. 

Trading  losses  were  expected  to  force  a  $100  million 
third-quarter  loss,  atop  a  $204  million  loss  in  the 
second  quarter.  No  layoffs  yet. 


Profits  were  down  45%  in  the  second  quarter, 
business  remains  strong,  though,  balancing  under- 
writing weakness.  Morgan  is  still  hiring. 

Since  the  start  of  the  year,  staff  has  shrunk  by  8.5%. 
Profits  were  down  79%  in  second  quarter,  as  rising 
rates  hurt  debt  trading  and  underwriting. 

Losses  in  mortgage-backed  securities  contrib- 
uted to  a  66%  profit  drop  in  quarter  ended  Sept.  30. 
But  head  count  is  up  17%  in  the  past  year. 

**Year  ends  Nov.30 

DATA:  BLOOMBERG  FINANCIAL  MARKETS.  ZACKS  INVESTMENT  RESEARCH 
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turn  on  equity  is  well  north  of  10%," 
says  Moody's  Ryan  O'Connell.  "Corpo- 
rate America  would  be  happy  with  re- 
turns like  that." 

Indeed,  look  past  the  bond  market, 
and  there  are  some  bright  spots.  Dis- 
counting has  driven  mergers-and-acqui- 
sitions  fees  down  to  an  average  of  1.2% 
of  transaction  value,  from  2.2%  in  1993, 
according  to  Securities  Data.  But  deal 
volume  is  booming,  driven  by  strategic- 
consolidation  in  the  health,  defense,  and 
telecommunications  businesses.  In  the 
third  quarter,  companies  announced  $108 


billion  worth  of  deals — the  most  ever. 
Salomon,  a  relative  newcomer  to  m&a, 
did  the  most  deals  in  the  U.  S.  in  the 
quarter,  joining  Morgan,  Goldman,  Mer- 
rill, and  Lazard  Freres  as  the  biggest 
dealmakers.  Privatizations  arc  another 
hot  area  for  Wall  Street  firms,  as  state- 
owned  companies  use  U.  S.  investment 
banks  to  market  their  equity  globally. 
SWEET  DEAL.  Some  firms  have  posi- 
tioned themselves  well  for  new,  leaner 
times.  Merrill  Lynch  is  reaping  the  re- 
wards of  years  of  diversification  into  ar- 
eas such  as  asset  management.  It  post- 


ed healthy  profits  of  $232  million  in 
third  quarter,  though  down  36%  frc 
record  third  quarter  last  year. 

Indeed,  not  all  of  Wall  Street's 
players  are  laying  people  off.  Moi 
Stanley  sees  big  growth  overseas,  wl 
it  earned  47%  of  its  1993  revenues, 
firm  plans  to  hire  30  people  to  sta 
bond-trading  operation  in  Canada.  "I 
gan  Stanley  is  not  considering  cut 
back  and  is  adding  in  key  areas,"  sa 
spokeswoman.  PaineWebber,  with 
addition  of  about  half  of  Kidder's  5 
employees,  is  expanding  as  well. 


CORPORATE  PROFITS  

THIS  TRAIN  KEEPS 
GAINING  STEAM 

Economists  expected  a  slow  third  quarter.  Boy,  were  they  wrong 

Nobody  figured  third-quarter  corporate  profits  would  be  much  to 
crow  about.  Well,  take  a  look  at  the  early  results.  Instead  of  the 
slowdown  economists  expected,  the  profits  of  83  companies  in  busi- 
ness week's  flash  report  on  third-quarter  profits  rose  36%  on  a  solid 
13%  jump  in  revenues.  Once  all  companies  have  reported,  earnings 
are  expected  to  be  up  at  least  19%,  says  i/b/e/s  Inc.,  which  tracks 
earnings  estimates.  Leading  the  way:  the  banks  and  turnarounds  such 
as  Conner  Peripherals  Inc.  The  good  news  may  continue,  too.  "I  expect 
a  blowout  fourth  quarter  and  a  strong  but  slowing  first  half  of  1995," 
says  Nomura  Research  Institute  chief  strategist  Carmine  J.  Grigoli. 
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•unning  the  firm  under  the  expecta- 
that  conditions  will  remain  the  same 
;wo  quarters,  maybe  three,"  says 
eWebber  Chief  Executive  Donald 
tarron.  "Then  we  are  very  optimis- 
oing  forward." 

arron  certainly  got  a  sweet  deal  on 
ler,  which  ge  seemed  desperate  to 
ad.  In  essence,  Paine  Webber  can  ac- 
i  just  the  Kidder  businesses  it  wants 
;90  million — the  difference  between 
5670  million  PaineWebber  will  issue 
;e  in  common  and  preferred  stock 
;he  $580  million  it  will  get  back  in  liq- 
uid marketable  Kidder  assets.  Paine- 
ber,  whose  earnings  were  expected 
;cline  66%  in  the  third  quarter,  be- 


Firms  can  weather 
a  year  or  so  of  lower 
trading  volume, 
but  after  that... 


lieves  it  can  make  $100  million  in  annual 
pretax  profits  with  the  added  Kidder  as- 
sets. And  ge  will  foot  the  bill  for  sever- 
ance payments  to  any  PaineWebber  em- 
ployees laid  off  in  the  merger — in 
addition  to  those  for  Kidder  workers. 


No  matter  how  favorable  the  deal's 
terms,  though,  the  real  question  for 
PaineWebber — and  for  the  rest  of  Wall 
Street — is  this:  Where  are  interest  rates 
going?  "If  one  predicts  a  lot  higher  rates, 
it  would  make  the  outlook  bearish,"  says 
Stephen  Robert,  chairman  of  Oppen- 
heimer  &  Co.  Indeed,  another  year  of 
rising  rates  would  strain  PaineWebber's 
ability  to  make  the  Kidder  acquisition 
work.  Other  firms  can  weather  a  year 
or  so  of  lower  underwriting  and  trading 
volume,  but  after  that,  their  expansion 
plans  go  out  the  window.  Layoffs  would 
accelerate.  The  bottom  line:  It's  nail-bit- 
ing time  on  Wall  Street. 

By  Leah  Nathans  Spiro  in  New  York 
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Top  of  the  News 


LETTER  FROM  THE  CAMPAIGN 

RALLYING  THE  FAITHFUL 
-AT  LEAST  A  FEW  OF  THEM 

Why  is  a  President  shunned  by  his  party  still  out  on  the  stump? 

It's  early  on  Saturday  ~ 
morning,  Oct.  15.  But  Bill 
Clinton  can't  put  in  a  lazy 
day  on  the  golf  course.  In- 
stead, he'll  spend  a  grueling 
16  hours  on  and  off  Air 
Force  One.  First  stop: 
Bridgeport,  Conn.  Mission: 
to  rally  the  party  faithful. 

Carrying  an  entourage 
that  includes  Hillary  Rod- 
ham Clinton,  the  plane  lands 
at  Sikorsky  Memorial  Air- 
port. The  group  transfers  to 
Marine  One,  which  makes  a 
dramatic  landing  to  the 
blare  of  high  school  bands 
just  yards  from  2,000  flag- 
waving  partisans.  Lynn  Kol- 
lar,  44,  a  flight  attendant  for 
Business  Express  Inc.,  vot- 
ed for  Ross  Perot  in  1992 
but  now  backs  Clinton.  "He  " 
inherited  a  lot  of  problems,"  she  says. 
"He's  doing  the  best  he  can." 
BIG  BUCKS.  If  only  more  voters  felt  like 
that.  Clinton  knows  he's  not  exactly  Mr. 
Popularity.  Indeed,  some  campaigning 
Democrats  are  loath  even  to  be  seen 
with  the  President.  So  why  the  dogged 
campaigning?  In  some 
places,  he  can  energize  De- 
mocrats to  bring  out  the 
vote.  But  a  more  compelling  reason: 
money.  Even  in  the  face  of  sinking  ap- 
proval ratings,  Clinton  can  still  draw 
the  big  bucks  his  party  needs. 

The  President  was  invited  to  Connec- 
ticut by  Comptroller  William  E.  Curry 
Jr.,  who  is  locked  in  a  tight  race  for  gov- 
ernor. As  Curry  beams,  Clinton  delivers 
a  spirited  defense  of  his  White  House 
record.  Republicans,  he  warns,  "are  going 
to  give  us  their  trickle-down  economics  of 
the  1980s."  Then  he  asks:  "Are  we  go- 
ing forward,  or  are  we  going  back?" 

After  the  rally,  the  motorcade  passes 
through  the  kind  of  working-class  neigh- 
borhood that  Clinton  is  targeting.  On- 
lookers wave.  Then  the  President  gets 


BOYS  IN  BLUE:  Defending  his  record  to  an  audience  of  police 
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down  to  the  other  business  of  his  trip. 
Attending  two  packed  fund-raisers  at 
the  downtown  Holiday  Inn,  Clinton  pulls 
in  $300,000  for  the  cash-short  Curry. 

On  to  Miami,  where  Clinton  is  to  star 
at  a  fund-raiser  for  Senate  candidates. 
On  the  way,  though,  he  stumbles  into  an 
advance  man's  nightmare: 
His  wife  has  talked  him 
into  a  last-minute  event 
for  her  brother,  Hugh  Rodham,  a  politi- 
cal neophyte  running  for  the  Senate. 
Rodham's  supporters  predicted  a  big- 
turnout  at  a  Port  of  Miami  terminal.  In- 
stead, the  Clintons  find  a  group  of  200, 
including  seniors  bused  from  condos. 
Still,  Bill  and  Hillary  work  the  crowd 
with  gusto.  Monique  Lis,  an  actress  in  a 
leopard-spot  miniskirt,  is  there  because 
she's  a  friend  of  a  campaign  worker.  "It's 
interesting  to  see  a  President  up  close," 
she  says.  "He's  not  my  favorite  Presi- 
dent, though."  George  Bush  is. 

All  that's  a  sideshow — despite  embar- 
rassing publicity  about  the  low  turnout. 
After  the  Rodham  rally,  Clinton  puts  in 
an  appearance  at  a  tony  dinner  with 


Florida's  Establishment.  The  event : 
es  $1  million.  Finally,  he  boards 
Force  One,  arriving  home  at  1:30 
A  day  later,  he's  off  again — this  1 
to  Albuquerque  to  deliver  an  antici 
speech  before  the  International  As; 
ation  of  Chiefs  of  Police.  White  H( 
officials  insist  this  is  a  "nonpoliti 
event.  The  cops  find  that  amusing, 
all  political,"  laughs  North  Olms 
(Ohio)  Police  Chief  De 
S.  Sefcek. 

POLITE  APPLAUSE.  With 
ers  listing  crime  as  tl 
No.  1  concern,  Clinton  c 
pass  up  appearing  on  a 
with  two  dozen  boys 
blue — a  photo  op  well  w< 
the  12-hour  round-tnp  ji 
ney  at  taxpayer  expense, 
wins  only  polite  applaj 
when  he  reminds  skept 
officers  that  he  fought 
an  anticrime  bill.  "W 
they  stop  the  funding, 
may  have  to  lay  off  poli 
sniffs  Teaneck  (N.J.)  C 
Bryan  E.  Burke.  They  tl 
though,  with  Clinton's  e 
tional  sermon  on  the  n 
for  parents  to  impart  val 
to  children.  His  speech 
"  hit.  "He  really  cares,"  i 
cek,  a  Bush  voter,  says.  "He's  more  1 
and-order  than  I  thought." 

But  Clinton's  Albuquerque  visit 
touchy  one  for  Governor  Bruce  K 
and  Senator  Jeff  Bingaman,  both  fac 
tough  reelection  bids.  They  aren't  s 
that  a  public  appearance  with  Clin 
will  be  a  plus.  The  candidates  stand 
receiving  line  for  a  handshake  as 
President  arrives,  then  Clinton  h 
into  his  limo  without  a  word  of  pu 
support  for  either  candidate.  Tl 
"don't  need  that  kind  of  help,"  say 
White  House  official.  "They  need  h 
with  money."  Later,  the  President  de 
ers,  showing  up  at  a  closed  meeting  v 
King's  financial  backers. 

Upcoming  stops:  California,  Seat 
Ohio.  Then,  at  the  end  of  the  month,  C 
ton  heads  to  Israel  and  Jordan.  Th 
are  no  voters  in  the  Middle  East,  but 
President  hopes  the  trip  will  lift  his  ] 
ratings  back  home — and,  with  them, 
prospects  of  his  fellow  Democra 
By  Susan  B.  Garland  in  Bridgepi 
Conn.,  and  Albuquerque,  with  Pe 
Valdes-Dapena  in  Miami 


Sure,  Clinton's  ratings  are  low — but  even  an  unpopular 
President  can  serve  as  a  money  magnet 
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E  RACE  FOR  CONGRESS 

IE  TARNISHED  KNIGHTS 
F  BUSINESS 

ackiash  is  hurting  executives  seeking  office 


epublican  strategists  thought  they 
had  found  the  perfect  combination 
,to  unseat  some  venerable  Democ- 
c  incumbents:  a  brigade  of  hand- 
e,  successful  executives  armed  with 
ity  of  disposable  income  and  unbur- 
jd  by  a  voting  record.  Political  out- 
rs,  they  could  run  as 
aonsense  reformers 
would  make  govern- 
t  mirror  their  successful  businesses, 
ut  many  of  the  races  aren't  following 
gop  script.  Instead,  nouveau  pols 
themselves  on  the  defensive  over 
r  supposed  forte:  their  capitalist  re- 
es.  "Business  backgrounds  can  be  a 
ility  as  much  as  an  asset,"  says  De- 
ratic  consultant  Mark  McKinnon.  "If 
)Ie  don't  have  political  records,  their 
ness  record  is  their  record." 
ase  in  point:  California,  where  Re- 
lican  Representative  Michael  Huff- 
on,  the  son  of  a  Texas  oil  baron,  has 
it  about  $17  million  of  his  own  for- 
:  to  unseat  Democratic  Senator  Di- 
2  Feinstein.  In  recent  weeks,  Fein- 
ri  has  unveiled  blistering  ads  that 
:d  Huffington's  carefully  crafted  im- 
as  a  visionary  business  leader. 
BED  FIGURES?  Feinstein,  whose  own 
ily  fortune  approaches  $50  million, 
■ges  that  one  bankrupt  Huffington 
ly  business  owes  $6.7  million  in  back 
is,  while  another  defaulted  on  $6  mil- 
in  loans  to  a  failing  bank  "and  left 
•ayers  to  pick  up  the  bill."  The  Huff- 
on  campaign  says  Feinstein  has  mis- 
■esented  the  fallout  of  a  typical  busi- 
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ness  failure  to  demonize  their  candidate. 
Huffington's  unfavorable  rating,  though, 
has  nearly  doubled  in  a  month. 

In  Massachusetts,  meanwhile,  Re- 
publican venture  capitalist  Mitt  Rom- 
ney  scored  early  points  by  boasting  that 
he  helped  create  10,000  jobs  over  a 
decade.  But  Senator  Ed- 
ward M.  Kennedy  counter- 
attacked by  painting  Rom- 
ney  as  a  heartless  profiteer  who  denied 
health  benefits  to  some  workers  and  fired 
pregnant  and  elderly  employees — while 
raking  in  $11  million  for  himself. 

One  series  of  Kennedy  ads  featured 
Indiana  workers  who  claim  Romney's 
firm  took  over  their  factory  and  slashed 
jobs  and  benefits.  Never  mind  that  Rom- 
ney  had  left  his  firm  months  before  the 
factory  was  bought.  The  ad  campaign 
"has  overwhelmingly  distorted  my  busi- 
ness career,"  says  Romney.  "[Kennedy] 


JOB  KILLER?  Romney  is  painted  as  a 
heartless  profiteer  by  Kennedy 's  camp 

would  like  people  to  believe  that  if  you're 
in  the  business  world  and  you're  trying 
to  make  money  for  your  investors,  you're 
unqualified  for  public  office."  Even  so, 
Kennedy  has  regained  a  narrow  lead. 

Where  they  can't  accuse  opponents 
of  business  sleaze,  Democrats  dismiss 
Republicans  as  flops.  Texas  Republican 
George  W.  Bush  trumpets  his  business 
experience — from  energy  investments 
to  the  Texas  Rangers — in  his  bid  to  be 
governor.  But  incumbent  Democrat  Ann 
W.  Richards  calls  him  a  failure  whose 
ventures  have  lost  $372  million.  Bush 
shrugs  off  the  barbs  as  "Texas  politics  at 
its  mudslinging  worst." 
LAWYER  ON  TRIAL.  Republican  National 
Committee  Chairman  Haley  Barbour  la- 
bels the  assaults  "a  transparent  attempt 
to  change  the  subject."  But  some  De- 
mocratic execs  are  facing  similar  scruti- 
ny. Underdog  Ohio  Democratic  Senate 
nominee  Joel  Hyatt  has  been  hurt  by 
reports  of  layoffs  and  lawsuits  at  his 
cut-rate  legal-services  company. 

On  the  other  hand,  a  Democratic  busi- 
ness-pol  with  an  unblemished  record  can 
woo  swing  voters.  In  Arizona,  super- 
market tycoon  Eddie  Basha — known  as 
"your  friendly,  chubby  grocer" — is  lead- 
ing Republican  Governor  Fife  Syming- 
ton, a  former  real  estate  developer.  "Ed- 
die Basha's  conservative  business 
orientation  makes  him  much  more  ac- 
ceptable to  Republicans,"  says  Arizona 
State  University  pollster  Bruce  Merrill. 

Still,  the  attacks  on  executives  "may 
deter  businesspeople  from  seeking  of- 
fice," says  John  J.  Pitney  Jr.,  a  political 
scientist  at  Claremont  McKenna  Col- 
lege. Even  if  some  of  the  roughed-up 
business  candidates  eke  out  victories 
this  November,  their  vulnerability  has 
been  made  clear.  The  next  campaign  sea- 
son, pinstriped  political  wannabes  will 
think  harder  before  jumping  in  with 
eyes  closed  and  wallets  open. 

By  Richard  S.  Dunham,  with  Howard 
Gleckman,  in  Washington  and  Mark 
Maremont  in  Boston 


TDAIIDI  Ell  DCCIIMCC  How  business  backgrounds  appear  to 
IHUUDLCU  nCOUmCO     have  hurt  some  candidates  this  fall 


MASSACHUSETTS 

Republican  Senate  candidate 
Mitt  Romney 


CALIFORNIA 

Republican  Senate  candidate 
Michael  Huffington 


SEPT.  OCT. 


SEPT.  OCT. 


Favorable 
Unfavorable 


44% 

23" 


40% 
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Favorable 
Unfavorable 


23% 
23 


31% 
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Ratings  drop  after  Senator  Kennedy 
attacks  job  cuts  made  by  company 
owned  by  Romney's  venture  firm. 

DATA:  KRC  COMMUNICATIONS  RESEARCH  FOR 


Huffington  loses  ground  when 
incumbent  Dianne  Feinstein  attacks 
his  family's  oil  and  gas  fortune. 

THE  BOSTON  GLOBE;  LOS  ANGELES  TIMES  POLL 
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Top  of  the  News 


STRATEGIES 


A  SUITOR 

BLINDED  BY  LOVE? 

As  Conseco  closes  in  on  Kemper,  investors  stay  skeptical 


Stephen  C.  Hilbert  is  walking  around 
Kemper  Corp.  as  if  he  already  owns 
the  place.  In  his  frequent  visits  to 
the  financial-services  company,  the  Con- 
seco Inc.  chairman  has  chatted  up  Kem- 
per brokerage  employees  over  their 
squawk  boxes  and  hashed  out 
strategy  in  closed-door  ses- 
sions with  top  brass.  He  even 
has  unveiled  plans  to  move 
Kemper's  insurance  compa- 
nies from  suburban  Chicago 
to  suburban  Indianapolis, 
where  Conseco  is  based.  "He's 
very  confident,"  says  a  Kem- 
per employee  who  sat  through 
a  Hilbert  presentation. 

Investors  have  a  message 
for  Hilbert:  Not  so  fast.  Since 
June  23,  when  it  announced 
its  $3.25  billion  cash  and  stock 
deal  to  buy  Kemper,  Conseco's 
stock  has  plunged  more  than 
27%,  to  37'/s  per  share  on  Oct. 
19.  That  day,  meanwhile, 
Kemper's  stock  dipped  to  55% 
over  worries  that  the  deal 
may  not  go  through.  That's 
more  than  $11  below  the  of- 
fer's original  $67-per-share  es- 
timated value. 

STORMY  MARKETS.  Will  this 
deal  fly?  Most  analysts  re- 
main convinced  it  will.  But  they  doubt 
it  will  close  by  yearend  as  planned.  And 
they're  fretting  over  whether  Conseco's 
third-quarter  earnings  will  fall  short 
of  expectations  when  the  company  re- 
ports them  on  Oct.  27.  Another  worry: 
whether  Hilbert  will  abandon  plans  to 
sell  assets  in  order  to  raise  cash  and 
instead  rely  more  heavily  on  debt.  Con- 
seco's chief  is  "acting  like  a  man  who's 
going  to  close  this  deal,  but  the  details 
are  making  everyone  nervous,"  says  T. 
Rowe  Price  Associates  Inc.  analyst 
Robert  N.  Gensler.  He  predicts  Hilbert 
will  pull  off  his  deal,  but  his  firm  has 
trimmed  its  Kemper  holdings  by  some 
62%  since  March. 

Even  if  Hilbert  prevails,  he  could  be 
badly  overpaying  for  Kemper.  His  bid 
of  $56  in  cash  and  $11  in  Conseco  stock 
topped  an  all-cash  offer  of  $60  per  share 
from  financial  powerhouse  ge  Capital 
Services  Inc.  To  reduce  debt  financing, 


Hilbert  is  trying  to  sell  Conseco's  stakes 
in  CCP  Insurance  and  Bankers  Life  & 
Casualty  Co. — with  no  success  so  far. 
Without  asset  sales,  the  merged  Conse- 
co-Kemper  would  have  about  $3  billion 
in  long-term  debt,  more  than  twice  its 


HILBERT:  The  deal  is  "truly  a  once-in-a-lifetime  opportunity 


equity.  "This  will  be  a  very  highly  lever- 
aged entity,"  says  Patrick  Finnegan  of 
Moody's  Investors  Service  Inc.  Moody's 
and  other  rating  agencies  have  put  Con- 
seco and  Kemper  debt  on  watch  for 
downgrades. 

Meanwhile,  Kemper's  performance  is 
stalling  on  some  fronts.  Stormy  finan- 
cial markets  have  ham- 
pered its  mutual  funds, 
with  assets  under  man- 
agement dipping  nearly 
10%,  to  $63  billion,  as  of 
the  end  of  August.  Its  se- 
curities brokerage  has 
been  hit,  too,  reporting 
earnings  of  just  $116,000 
in  the  first  half.  And  its 
real  estate  division  holds 
$1.1  billion  worth  of  trou- 
bled investments,  with 
21%  in  undeveloped  land 
that  would  need  more  in- 


DOUBTFUL  DEAL 


STOCK  PRICES 


1  1   1   1   1  '  1  ' 


JUNE  3 
A  DOLLARS 

DATA.  BLOOMBERG  FINANCIAL  MARKETS 


vestment  to  pay  off.  Given  all  that,  soi 
Kemper  shareholders  have  bailed  o; 
"There  are  just  too  many  uncertainti 
in  the  picture,"  says  Martin  D.  Sass, 
M.  D.  Sass  Investors  Services  Inc. 
New  York  money  manager.  Sass  h 
dumped  its  big  Kemper  stake  in  rece 
months. 

To  be  sure,  Hilbert,  who  declined 
be  interviewed  for  this  story,  will  g 
plenty  of  value  out  of  Kemper,  includi 
a  well-known  brand  name  and  a  big 
crease  in  fee  income.  Roughly  40% 
the  merged  company's  earnings  woi 
come  from  recurring  management  fe 
up  from  15%  at  Conseco  today.  In  e 
dition,  Kemper's  insuran 
businesses  would  fit  nice 
with  Conseco's,  and  its  bi 
kerage  operation,  with  1,3 
brokers  and  a  huge  mark( 
ing  arm,  would  provide 
strong  distribution  chanr 
for  new  products  and  se 
vices.  "It's  truly  a  once-in- 
lifetime  opportunity,"  Hilbt 
said  when  announcing  i. 
deal  in  June. 

CONSOLIDATION.  Hilbert  al 
has  ambitious  plans  for  Kei 
per.  He  wants  to  expand  i 
mutual  funds  with  new  pro 
ucts,  hire  additional  brokei 
and  build  an  investment  ban 
ing  business.  In  Securities 
Exchange  Commission  filing 
Conseco  mentions  an  "order 
liquidation"  of  Kemper's  rt 
estate  over  the  next  fe 
years.  In  addition,  the  comp 
ny  expects  to  save  as  much 
$105  million  annually  by  co 
solidating  data  processing  ai 
other  operations.  Eliminating  Kempe: 
home  office  and  cutting  insurance  pa 
rolls  would  save  millions  more. 

Hilbert,  a  former  encyclopedia  sale 
man,  has  walked  similar  terrain  befoi 
He  built  Conseco  over  the  past  decai 
by  buying  a  dozen  small  insurance  coi 
panies,  then  paring  costs  to  the  bon 
Conseco  has  been  buyii 
undisclosed  amounts 
Kemper  stock  in  tl 
open  market,  a  sign 
confidence  the  deal  w 
go  through,  says  Conse 
spokesman  James  \ 
Rosensteele.  As  for  Ws 
Street,  it  can't  seem 
decide  whether  it's  mo: 
afraid  that  Hilbert  wor 
make  the  deal  fly- 
that  he  will. 

By  Greg  Bun 
in  Chicas 


OCT.  18 
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f  )'o//r  computer 
wk  the  phones. 


Where  does  your  business  want  to  go? 
And  what  do  you  want  to  do? 

Want  to  roll  out  a  better  way  to  work 
in  over  70  countries,  without  leaving  head- 
quarters? Go  to  a  conference,  right  now, 
on  the  other  side  of  the  country?  Pop  up 
information  on  your  customers,  the 
second  you  take  their  calls? 
With  a  little  help,  you  can.  MX: 
Global  Business  Communications 
Systems  can  give  you  the  communi- 
ations  equipment  and  support  to  do  all 
hese  things  today.  And  we  can  take  your 
ystems  and  make  them  do  things  you 


never  imagined.  Because  the 
future  is  about  turning  what's 
possible  into  what's  real.  Working 
the  way  you  want  to,  instead  of  how 
you  have  to.  Anytime,  anywhere. 

You  can  make  great  things  happen 
for  your  business.  Starting  now.  Just  a 
AT&T  at  1  800  325-7466,  ext.  382. 


AI&T.  Where  innovation  leads 


AT&T 


©1994  ARST 
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LABOR 


WHY  THE  TALKS  AT  DEERE 
HIT  BEDROCK 

Seeing  the  UAW  wither  at  Cat,  management  digs  in  its  heels 


When  Deere  &  Co.  opened  contract 
negotiations  with  the  United 
Auto  Workers  in  August,  it 
seemed  likely  that  the  recent  atmos- 
phere of  cooperation  on  the  factory  floor 
would  smooth  the  way  toward  a  quick 
deal — or  so  both  sides  predicted.  Early 
talks  were  friendly,  but  the  company 
and  the  union  soon  found  themselves 
back  in  a  traditional  tug-of-war,  unable 
to  agree  on  basic  issues.  Any  pretext  of 
an  easy  conclusion  vanished  on  Oct.  16, 
when  90%  of  Deere's  11,000  UAW-repre- 
sented  employees  voted  to  refuse  the 
company's  contract  offer. 

Why  the  breakdown?  Deere  says  the 
two  sides  are  simply  too  far  apart  on 
critical  issues,  including  the  company's 
desire  to  cut  new  hires'  pay  by 
30%  (table).  But  the  union' and 
other  labor  observers  believe  the 
company  hasn't  been  eager  to 
compromise  because  rival  Cater- 
pillar Inc.  has  shown  that  the  uaw 
is  vulnerable.  Executives  at 
Deere  have  watched  Caterpillar 
impose  a  contract  on  its  work 


is  having  a  lot  of  impact  on  Deere." 

Deere  denies  a  Caterpillar  connec- 
tion. "We  are  only  looking  at  the  situa- 
tion that  exists  between  John  Deere  and 
the  uaw,"  says  a  spokesman.  And  a 
strike  may  be  averted.  Deere  says  it 
isn't  thinking  of  imposing  a  final  offer 
on  its  workforce  yet.  uaw  members  con- 
tinue to  work  under  the  terms  of  the 
contract  that  expired  on  Sept.  30.  The 
two  sides  may  be  back  at  the  bargaining 
table  soon. 

But  it's  hard  to  figure  how  the  uaw 
and  Deere  will  settle  their  differences. 
Accepting  a  two-tier  wage  system  is 
anathema  to  the  union.  Yet  the  compa- 
ny staunchly  maintains  that  it  must  find 
a  way  to  pay  new  workers  less  to  avoid 


EMM 


The  issues  that  divide  the  two  sides 
Deere  wants  a  wage  system  thai  would  pay  new 
hires  70%  of  current  wages.  The  uaw  opposes  the  idea. 

iENEFITS  The  uaw  is  also  against  a  Deere  proposal  to  give 
lower  benefits  to  new  hires,  who  would  have  co-payments 

and  deductibles  in  *dr  heajth^_  pjan.   ^  Hsten  t0  ideas  from  the  v 

PRODUCTIVITY  Deere  wants  pay  tied  directly  to  produc-  That's  one  big  difference  fr 
tivity  gains.  The  uaw  is  not  completely  opposed  but  argues  the  Cat  standoff:  At  Dee 
that  Deere's  plan  would  cut  wages.  they're  still  talking 

By  Kevin  Kelly  in  Chicc 


INTRACTABLE:  Talks  may  resume 
soon — but  nobody's  ruling  out  a  sti 

being  at  a  disadvantage  with  rivals 
eluding  Caterpillar,  where  wage  sc 
are  lower.  The  demand  is  critica 
Deere  in  the  long  term:  The  aver 
uaw  employee  at  Deere  is  less  t 
eight  years  from  retirement.  If  the  c 
pany  can  start  new  workers  at  pay 
els  below  the  $22-an-hour  averag 
currently  shells  out,  it  will  save  d< 
the  road. 

WITHOUT  A  HITCH.  Then  there's  Dee 
pay-for-productivity  plan.  Company 
ficials  say  that  the  scheme,  which  w< 
link  part  of  wages  to  efficiency  ga 
wouldn't  cut  pay.  But  the  union  thi 
otherwise,  and  the  plan  is  so  comf 
that  many  union  members  don't  un< 
stand  it.  And  Deere  isn't  willing  to  c 
promise  on  the  details,  says  one  soi 
close  to  the  talks.  "I've  never  seen  tl 
so  unbending,"  this  person  adds. 

Deere's  intractability  is  new.  Its 
contract  with  the  uaw,  in  1991,  wenl 
without  a  hitch.  The  Moline  (111.)  con 
ny  has  won  a  reputation  for  partnei 
with  the  union  on  quality  and  produ( 
ity  programs.  And  booming  equipm 
markets  mean  Deere  probably  has 
least  two  good  financial  years  ahc 
Smith  Barney  Shearson  Inc.  analyst 
bias  M.  Levkovich  expects  the  comp 
to  net  $600  million  on  sales  of  $7.71 
lion  this  year — more  than  triple  the  3 
million  it  earned  on  sales  of  $6.47 
lion  in  1993 — and  to  do  slightly  bette 
1995.  The  outlook  is  so  robust  t 
Deere  hiked  its  dividend  10%  during 
late  summer. 

The  uaw,  meanwhile,  is  in  a  toi 
spot.  With  a  nasty  strike  dragging 
at  Caterpillar,  the  union  risks  app< 
ing  intransigent  if  it  takes  too  bullhe 
ed  a  stance  with  Deere.  But  the  i 
also  doesn't  want  to  give  Deere  a 
thing  that  Caterpillar  might  demand 
er.  And  it  must  worry  about  contr 
talks  with  Deere  rival  Case  Corp.  in  < 
ly  1995. 

Given  all  that,  nobody's  counting 
a  strike.  "The  uaw  can't  cav< 
easily,"  says  University  of  C 
fornia  at  Berkeley  labor  eco 
mist  Harley  Shaiken.  And  fal 
the  best  time  for  the  company 
take  a  work  stoppage:  The  h 
vest  season  is  over,  and  ord 
for  planting  don't  pick  up  u: 
the  winter.  Still,  Deere  say: 


late  June  with  little  effect  on  pro- 
duction. Says  Chicago  manage- 
ment attorney  John  N.  Rauda- 
baugh:  "Undoubtedly,  Caterpillar 
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We  have  the  edge  you  need  to 
stay  on  course  for  retirement. 


The  Principal  Edge. 

There  are  lots  of  ways  to 
reach  the  kind  of  retirement  you 
want.  But  which  financial  direction 
do  you  take?  How  do  you  stay 
on  course? 

The  Principal  Financial  Group-  has  all 
the  tools  you  need,  from  mutual  funds  to 
annuities,  life  insurance  to  IRA's.  And,  The 
Principal  services  more  401  (k)  plans  than  any 
other  life  company. 

With  over  a  century  of  experience,  we  can  guide 
you  safely  and  securely  to  your  financial  destination. 
For  more  information,  call  1-800-986-EDGE(3343). 


the; 

Your  edge  on  the  future: 


Financial 
Group 


oducts  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  throuqh  Princor 
nancial  Services  Corporation,  a  registered  broker  dealer  (prospectus  available  upon  request).    ©1994  Principal  Mutual  Life  Ins.  Co.,  Des  Moines,  IA  50392-0150 
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SOFTWARE 


WAKE-UP  CALL 


Quicken  "so  simple  to  use' 


BILL  GATES  IS  RATTLING 
THE  TELLER  S  WINDOW 

His  bid  for  Quicken  sends  banks  a  message  they  can't  ignore 

William  H. 
Gates  III, 
multibillion- 
aire  chairman  of  Mi- 
crosoft Corp.,  wants 
to  manage  your 
money.  He  also 
wants  to  process 
your  checks  and  pay 
your  bills,  perhaps 
even  arrange  a  loan. 

To  get  there, 
Gates  on  Oct.  13  an- 
nounced plans  to  pay 
a  staggering  $1.5  bil- 
lion  —  a  40%  pre- 
mium— for  Intuit 
Inc.,  the  maker  of 
the  best-selling 
Quicken  personal-fi- 
nance software.  If 
the  deal  passes  regu- 
latory muster,  Micro- 
soft would  instantly   

land  the  top  spot  in  that  tiny  but  fast- 
growing  market.  More  important,  Gates 
sees  Intuit,  coupled  with  an  on-line  ser- 
vice Microsoft  is  creating  nicknamed  Mar- 
vel, as  a  springboard  for  building  a  vast 
electronic  marketplace  for  home-based 
financial  transactions.  Banking  is  just  one 
piece.  Eventually,  Microsoft  hopes  to  of- 
fer everything  from  mutual  funds  to  bro- 
kerage services  over  its  network. 

The  prospect  has  many  banks 
spooked.  For  years,  they  have  dabbled, 
mostly  unsuccessfully,  with  remote 
banking.  Now,  Microsoft  and  Intuit  have 
sent  a  jarring  message:  Get  wired  or 
get  left  behind.  "If  banks  don't  heed  this 
wake-up  call,  they  won't  need  another 
one,"  says  William  Randle,  senior  vice- 
president  of  Huntington  Bancshares. 
"DINOSAURS."  Microsoft  and  Intuit  insist 
they  want  to  work  with  banks — not  shut 
them  out.  "We  have  no  interest  in  being 
a  bank,"  says  Scott  Cook,  chairman  of 
Intuit  who,  upon  completion  of  the  deal, 
will  become  Microsoft's  electronic-com- 
merce czar.  But  many  bankers  view  In- 
tuit's  purchase  last  July  of  National 
Payment  Clearinghouse  Inc.,  an  elec- 
tronic bill-processor,  as  an  encroach- 
ment on  their  territory.  And  Gates  has 
made  no  secret  of  his  view  that  banks 
are  "dinosaurs." 


What's  at  stake?  Lots.  In  the  brave 
new  world  of  electronic  commerce,  the 
companies  that  own  the  transaction  in- 
frastructure will  be  able  to  charge  a  fee, 
much  as  banks  do  today  with  automat- 
ed teller  machines.  That  could  be  lucra- 
tive. Transaction-processing  services 
today  account  for  as  much  as  25%  of 
noninterest  income  for  banks,  figures 
Richard  K.  Crone,  an  electronic-banking 
expert  at  kpmg  Peat  Marwick. 

It's  no  wonder  banks  are  on  the  de- 
fensive. Ten  years  ago,  they  processed 


BANKINGS 

Software  companies  are  allying 

NEW  PLAYERS 

with  banks  to  sell  home  banking 

90%  of  all  bank-card  transactions.! 
as  Visa  and  MasterCard,  says  CI 
Today,  70%  of  those  transaction! 
processed  by  nonbanks  such  as  I 
Data  Resources  Inc.  If  Microsoft 
other  interlopers  become  electronil 
takers,  banks  could  become  mere  hi 
for  deposits — "money  mortuaries"  1 
words  of  Huntington's  Randle. 

Even  more  worrisome,  banks 
lose  the  all-important  direct  link  t< 
tomers  that  lets  them  hawk  profi 
services.  Straightforwardness  is  th< 
"It's  so  simple  to  use,"  says  San  ] 
eisco  entrepreneur  Alice  Rose, 
when  customers  such  as  Rose  tu: 
their  PCs  to  do  their  banking,  the 
names  that  jump  out  at  them  are  lik 
be  Microsoft  and  Quicken.  "We  woul 
to  be  the  customers'  primary  provu 
financial  services — but  Microsoft  v 
like  that,  too,"  says  Bruce  A.  Luec 
vice-president  in  alternative-deliver 
terns  at  Banc  One  Corp.  Adds  Willi; 
Anderson,  president  and  chief  exec 
officer  of  Block  Financial  Corp.,  a  u 
H&R  Block  Inc.:  "Gates  believes,  ii 
end,  they  will  be  his  customers." 
HEAD  START.  Anderson  figures  this 
work  to  his  advantage.  Block,  whicl 
owns  the  CompuServe  on-fine  servi 
pursuing  a  "bank-friendly"  strategy 
lets  banks  customize  and  resell  its 
aging  Your  Money  software  prog 
That  approach  has  won  Block  such 
erful  allies  as  Visa  U.  S.  A.  Inc. — an( 
tentially,  its  600-member  banks — as 
as  Interactive  Transaction  Partner 
Electronic  Data  Systems,  France 
com,  and  U  S  West  venture.  Still,  Q 
en  has  six  million  customers — six  t 
as  many  as  its  nearest  rival. 

Some  financial  institutions  figure 
mighty  Microsoft  would  be  a  good  j 
ner.  And  for  now,  Microsoft  need 
cess  to  the  banks'  vast  customer  1 
That  means  it  will  have  to  share  pr 
says  Joseph  S. 
dleton  III,  se 
vice-presidenl 
electronic  bankii 
Meridian  Ban> 
Inc.  Meanwl 
some  banks  are 


BLOCK  FINANCIAL  This  H&R  Block  unit  owns  Managing  Your 
Money  personal-finance  software  and  CompuServe.  Provides 
electronic-banking  services  for  Visa  member  banks.  mg  ahead  with 

COMPUTER  ASSOCIATES  Sells  CA-Simply  Money  software. 
In  discussions  to  market  the  personal-finance  package  through 
banking  partners  to  on-line  retail  customers. 

MICROSOFT  Initial  banking  partners  include  First  National 
Bank  of  Chicago,  Michigan  National  Bank,  and  U.  S.  Bank  of 
Oregon.  With  Intuit,  it  gets  Quicken  software  and  NPCI,  an 
electronic  bill-payer. 

PRODIGY  Teaming  up  with  Meridian  Bank  and  others  to  offer 
PC-based  home  banking  via  its  electronic-information  service. 


ware  of  their 
Says  Pendle 
"Not  all  dinos. 
roll  over  and 
Some  of  'em  car 
real  fast  and  bit< 
hell  out  of  yi 
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1  TEST 


For  advice  on  dealing  with  cholesterol,  make  an  appointment 
with  your  doctor.  To  simply  know  your  cholesterol  number,  there's  no 
appointment  needed.  Introducing  the  Johnson  &  Johnson 
ADVANCED  CARE™  Cholesterol  Test.  Each  test  can  be  used  once  to 
measure  your  cholesterol.  And  in  about  15  minutes  at  home  you'll  get 
results  as  accurate  as  tests  used  by  doctors  and  laboratories. 
There's  no  easier  way  to  know  your  number. 

THE  CHOLESTEROL  TEST  AS  ACCURATE  AS  THOSE 
USED  BY  DOCTORS  AND  LABORATORIES. 
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MFR  COUPON     EXPIRES  7/31/96 


on 


M^WCARE. 


CHOLESTEROL  TEST 


□  /  would  like  to  receive  more  cholesterol  related  information. 


1  TEST 


DEALER:  This  coupon  good  only  on  pur- 
chase of  product  indicated  Any  other  use 
constitutes  traud  COUPON  NON-TRANS- 
FERABLE: LIMIT  -  ONE  COUPON  PER 
PURCHASE  To  the  Retailer:  Advanced 
Care  Products  Division  Ortho  Pharmaceutical 
Corp  will  reimburse  you  for  the  face  value 
of  this  coupon  plus  8e  handling  it  submit- 
ted in  compliance  with  JOHNSON  & 
JOHNSON  Coupon  Redemption  Policy 
CRP-2  dated  August  10,  1992  and  incor- 
porated herein  by  reference  Cash  value 
1  /20th  of  one  cent  Send  coupons  to 
Advanced  Care  Products.  Depl  #00045 
One  Fawcett  Drive,  Del  Rio  TX  Z8840 
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Use  only  as  directed. 


Top  of  the  News 


PEOPLE  

LOOSE  LIPS  SINK 
STOCK  PRICES 

Did  Kodak  investors  overreact 
to  a  top  exec's  leaked  memo? 

Call  it  the  $1.1  billion  memo.  That's 
how  much  the  market  capitalization 
of  Eastman  Kodak  Co.  dropped  in  a 
two-day  stock  plunge  in  mid-October, 
following  the  leak  of  an  internal  memo 
from  Leo  J.  "Jack"  Thomas,  Kodak's  top 
operating  executive. 

Thomas  warned  managers  that  the 
company  was  falling  short  of  profit  tar- 
gets and  dictated  draconian  cost-cutting. 
But  did  the  missive  warrant  such  a  se- 
vere reaction?  Within  Kodak,  Thomas  is 
famed  for  his  forceful  memos,  which  he 
often  circulates  to  hundreds  of  managers. 
Several  previous  Thomas  blasts  have 
been  made  public.  "People  have  told  Jack 
that  these  things  are  bound  to  leak,  but 
he  doesn't  seem  to  care,"  says  one  for- 
mer Kodak  executive. 
THE  HEAT  IS  ON.  Kodak  insiders  insist 
that  Thomas'  latest  memo  is  less  inter- 
esting than  it  seems.  They  say  fourth- 
quarter  cuts  have  been  standard  prac- 
tice in  recent  years,  as  managers 
scrambled  to  meet  annual  targets.  Still, 
most  earlier  cutbacks  were  at  a  divi- 
sional level,  while  Thomas'  missive  was 
delivered  to  managers  eompanywide. 
And  this  time  his  remedies  seem  more 
severe:  slashing  fourth-quarter  travel 
and  entertainment  budgets  in  half,  ban- 
ning personal  com- 
puter purchases, 
and  paring  research 
and  development. 

Most  analysts 
don't  believe  that 
Thomas'  memo  in- 
dicates a  serious 
profit  shortfall  at 
Kodak,  which  they 
expect  to  earn 
about  $255  million 
in  the  fourth  quar- 
ter. More  likely,  Thomas  is  feeling  heat 
from  new  Chief  Executive  George  M.  C. 
Fisher.  Insiders  say  Fisher  has  publicly 
berated  divisional  heads  who  suggested 
they  might  fall  short  of  forecasts.  Thom- 
as, who  has  headed  the  core  imaging 
group  through  the  last  three  years  of 
turmoil,  may  be  trying  extra  hard  to 
show  his  new  boss  that  he  can  be  as 
tough  as  is  necessary. 

By  Mark  Maremont  in  Boston 


KODAK'S  THOMAS 


COMMENTARY 

By  Mark  Lewyn 

THE  PHONY  ARGUMENT 
FROM  THE  BABY  BELLS 


Dover,  N.  J.,  population  14,849, 
seems  an  unlikely  intersection  on 
the  Information  Superhighway. 
But  its  local  phone  company  is  em- 
barking on  a  high-tech  venture  that 
may  decide  who  foots  the  estimated 
$400  billion  tab  for  rewiring  America. 

The  issue  was  joined  last  July,  when 
the  Federal  Communications  Commis- 


BABY  BELLS  AND  WHISTLES:  Installing 

sion — in  an  unprecedented  move — al- 
lowed Bell  Atlantic  Corp.  to  compete 
against  a  local  cable  company  by  build- 
ing an  interactive  video  network  in 
Dover  that  could  offer  everything 
from  video  telephones  to  movies  on 
demand.  But  the  FCC  didn't  confront  a 
crucial  question:  Who  should  finance 
the  video  dial-tone  (vdt)  project?  Ev- 
ery local  phone  customer  or  just  video- 
service  users? 

SIDESTEPPING.  On  Oct.  20,  the  FCC  is 

slated  to  take  up  a  raft  of  vdt  issues, 
but  is  likely  only  to  begin  studying 
the  financing  question.  That's  unfor- 
tunate, because  how  it  rules  could  af- 
fect how  quickly  exotic  new  services 
become  available.  So  it's  vital  that 
the  fcc  and  the  states  set  some  rules 
soon.  "This  is  the  single  biggest  con- 
sumer pocketbook  issue  the  agency 
will  face  over  the  next  few  years," 
says  Bradley  Stillman,  legislative 
counsel  for  the  Consumer  Federation 
of  America. 

Not  surprisingly,  the  Baby  Bells 
argue  that  everyone  should  bear 
some  of  the  huge  cost  of  installing 
new  fiber  lines  and  other  equipment. 


Their  rationale:  Everyone  stands  to 
benefit  from  access  to  a  state-of-the 
art  network.  Not  coincidentally,  tha 
approach  would  also  cut  the  cost  of 
the  Bells'  new  services. 

But  the  other  side — an  unlikely  c< 
alition  of  cable  companies,  consumei 
groups,  and  some  long-distance 
phone  companies — makes  a  more 

compelling  case.  It 
argues  that  those 
who  sign  up  for  the 
extras  should  pay 
more,  just  as  they 
do  for  such  services 
as  Caller  id. 

Why?  The  fact  is 
that  existing  capac- 
ity is  enough  for 
most  phone  custom 
ers.  Even  if  every- 
one does  benefit 
from  an  upgraded 
network,  it  would 
still  be  a  much 
fiber  optics        sounder  idea  to 

have  only  users  of 
new  services  pay  for  them.  This 
would  force  the  phone  companies  to 
enter  hot  new  vdt  markets  the  old- 
fashioned  way — through  investment 
rather  than  through  milking  their 
regulated  monopolies. 

Such  an  approach  is  also  the  best 
way  to  prevent  consumers  from  be- 
ing gouged.  Local  phone  companies 
argue  that  government  price  caps  al 
ready  protect  customers,  but  not  all 
phone  carriers  are  subject  to  such 
rules.  If  all  customers  pay  for  new 
video  services,  the  average  cost  of 
basic  monthly  phone  service  will  in- 
crease 14%— to  $21— by  2000,  the 
Consumer  Federation  claims.  If  only 
users  pay,  however,  the  monthly  rat(| 
will  actually  fall  25%,  to  $13.40. 

The  real  solution  is  to  allow  full 
competition  in  local  phone  service, 
making  cross-subsidies  foolhardy. 
But  until  that  happens,  phone  com- 
panies shouldn't  be  free  to  use  their 
monopolies  to  fund  joy  rides  on  the 
Info  Highway. 

Lewyn  covers  communications 
policy  from  Washington. 
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Corporate  Line  of 
highly  productive  high- 
volume  copying  systems  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ent  handling  and  finishing  capa- 
cities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800,  NP  8530, 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out. 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 
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DID  NASDAQ  GO 
UNDER  THE  COUNTER? 

THE  TRUSTBUSTERS  SURE  ARE 

busy.  The  Justice  Dept.'s  lat- 
est probe  is  an  investigation 
into  allegations  that  traders 
in  the  over-the-counter  stock 
market  are  fixing  prices.  Their 
concern:  Investors  may  be 
getting  burned  because  mar- 
ket makers  use  the  nasdaq 
trading  system  to  inflate  the 
spread  between  the  bid  and 
asked  price  of  stocks.  A  larg- 
er spread  means  fatter  profits 
for  the  brokers,  xasdaq  trad- 
ing practices  were  questioned 
in  a  May  study  by  two  profes- 
sors who  suggested  that  collu- 
sion might  explain  the  wide 
gap — at  least  25c  per  share — 
between  the  bid  and  the  asked 
prices  of  stocks.  A  xasdaq 
spokesman  said  allegations  of 


CLOSING  BELL 


ZEOS  ZOOMS 

Early  October  was  kind  to  com- 
puter stocks.  Apple  Computer 
jumped.  IBM  surged.  But  none 
sizzled  more  than  Zeos  Interna- 
tional. On  Oct.  13  and  14,  shares 
in  the  tiny  mail-order  house 
soared  43%,  to  $5,  on  extraordi- 
nary volume.  Zeos  executives  con- 
tend investors  were  picking  up  on 
favorable  product  reviews  and 
anticipating  quarterly  results.  In 
fact,  Zeos  eked  out  a  third-quar- 
ter profit  of  $426,000.  But  some- 
thing more  was  in  the  works:  On 
Oct  17,  Zeos  announced  it  would 
sell  out  to  chip  and  pc  maker  Mi- 
cron Technology  for  about  $405 
million  in  stock.  Zeos  shares 
didn't  budge  on  the  news. 


collusion  are  unfounded.  In 
early  October,  Justice  con- 
firmed that  it  also  is  investi- 
gating possible  antitrust  viola- 
tions by  the  auto  industry  in 
its  dealings  with  car-rental 
companies  and  in  the  way  cars 
are  priced. 

MA  BELL  GETS 
A  R1NGY-DINGY 

MA  BELL  IS  OX  A  ROLL.  OX 

Oct.  18,  the  Malcolm  Baldrige 
National  Quality  Award  went 
to  at&t,  making  it  the  first  to 
win  the  prize  three  times. 
at&t  Consumer  Communica- 
tions Services  shared  the  ser- 
vice-sector award  with  gte's 
telephone  directories  subsid- 
iary. Wainwright  Industries, 
which  makes  stamped  and 
machined  products,  won  for 
small  business.  Another  coup: 
at&t's  Mesquite  (Tex.)  plant 
won  Japan's  Deming  Prize  for 
quality. 

MCl'S  INFO  LINE 
KEEPS  AT&T  HOT 

MCI  COMMUXICATIOXS'  LAT- 

est  marketing  ploy  has  drawn 
AT&T's  fire.  In  a  complaint 
filed  Oct.  19  with  the  Federal 
Communications  Commission, 
AT&T  says  that  MCi's  service, 
1-800-CALL-INFO,  violates 
federal  rules  by  charging  call- 
ers 75c  for  directory  assis- 
tance, at&t  has  asked  the  FCC 
to  rescind  its  approval  of  MCi's 
service,  because  "the  perva- 
sive spread  of  services  like 
this  may  erode  the  public's 
trust."  Of  course,  MCi's  ser- 
vice also  could  help  the  No.  2 
long-distance  carrier  grab  a 
larger  share  of  the  $1  billion 
that  U.  S.  callers  spend  on  di- 
rectory calls  each  year. 


UNG0LA1, 
COCA-COLA  0 

THE  (RELATIVELY)  LITTLE  GUY 

won  one.  A  Federal  jury  in 
Dallas  awarded  Dr  Pep- 
>  per/Seven-Up  $2.5  million  on 


HEADLINER 


DAVID  HALE  S  BIOTECH  BLUES 


For  Gensia  Chairman  Da- 
vid Hale,  Oct.  18  was  a 
heartbreaker.  That  day, 
Gensia  announced  that  its 
Protara,  a  drug  to  pre- 
vent heart  attacks 
during  coronary 
bypasses,  had 
failed  clinical 
trials  needed  to 


win  fda  ap- 
proval. It  was 
the  latest  in  a 
string  of  late-stage 
biotech  failures,  and 
Wall  Street  stripped  Gen- 
sia of  half  its  market  value. 
Says  Hale:  "I  never 
dreamed  that  this  could 
happen." 

What's  left  for  Gensia, 
which  spent  $30  million  on 
Protara's  latest  trial?  Hale 
says  it  will  search  for  part- 
ners that  can  fund  research 


t 


on  Protara  for  other  ind 
tions.  Meanwhile,  sales  < 
26  generic  injectable  dn 
will  help  revenues  doubl 
this  year,  to  $65  milli 
But  those  are 
low-margin  pro 
ucts.  Gensia 
needs  approv 
for  a  product 
that  mimic; 
effect  of  treac 
mill  exercise  f< 
stress  eleetrocai 
diograms.  And  on 
Oct.  11,  it  struck  a  deal  t 
develop  and  market  a  ge 
neric  substitute  for  Pfize 
Procardia  XL  angina  anc 
hypertension  treatment 
That  will  bring  in  $20  mi 
lion,  giving  Gensia  $65  rr 
lion  cash — enough  to  tak 
it  through  mid- 1996. 

By  Larry  Armstrc 


Oct.  18  in  a  suit  against  Coca- 
Cola.  Seven-Up  had  charged 
that  Coke  unfairly  pressured 
some  Coke/Seven-Up  bottlers 
two  years  ago  to  drop  Seven- 
Up  in  favor  of  its  similarly  fla- 
vored  Sprite.  Coca-Cola 
which  denies  the  allegations, 
said  it  will  appeal  the  verdict. 
But  the  ruling  could  bolster 
a  similar  lawsuit  Seven-Up 
has  pending  against  Coca- 
Cola  in  a  Texas  state  court. 


SUPERSTR0NG  STEEL 
PRICES  FROM  JAPAN 

WITH  THE  DOLLAR  AT  100  YEN, 

the  specter  of  Japanese  steel 
imports  hardly  rattles  Amer- 
ica's booming  steel  belt  the 
way  it  used  to.  That's  why 
news  that  General  Motors 
had  agreed  to  purchase  a 
small  quantity  of  metal  from 
Japan's  Kawasaki  Steel 
brought  forth  a  collective 
yawn  from  U.  S.  steel  suppli- 
ers. With  the  dollar  so  weak, 
Japan  is  now  one  of  the 


world's  highest-cost  s 
producers  and  is  there 
unlikely  to  bury  U.  S.  pro 
ers  with  inexpensive  imp 
What's  more,  as  Japan's  e 
omy  recovers,  steel  pr 
should  rise  there,  discou 
ing  massive  exports  to 
U.  S.  With  $7  billion  in\ 
ed  in  a  host  of  American , 
ventures,  Japanese  s 
companies  would  be  h; 
pressed  to  battle  for 
troit's  business  without  fi 
ing  with  their  own  tr; 
planted  kin. 

ETCETERA... 

 1 

■  H.J.  Heinz  beefed  up  its 
zen  foods,  buying  All  Anj 
can  Gourmet  for  $200  mill 

■  Booming  TV  sales  hell 
Zenith  Electronics  posfj 
first  profit  in  12  quarters!, 

■  Fallout  from  the  Syr 
deal:  Roche  will  cut  5j 
jobs,  most  in  the  U.  S.  | 

■  Bondholders'  suit  agal 
Host  Marriott  and  its  ex< 
tives  ended  in  a  mistrial. i 
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;dit  Lyonnais  USA  An  American  Success  Story, 
er  five  years  of  record  growth,  capped  by  our  most 
rcessful  year,  our  recognition  as  a  partner  to 
lerican  business  is  confirmed  we  could  not  have 
ne  this  without  the  assistance  of  our  long-term 
'porate  relationships  we  have  listened.  And  learned 
d  reacted.  And  created  value-added  products 
d  services  Our  strength  is  no  longer  simply  the 
wer  of  a  global  bank.  It  is  diversity,  it  is 
aptability  Qualities  that  are  truly  American. 
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NUMBER    1  1-PRIORITY  MAIL 


person  wants  to  get  15 
screenplays  to  L.A. 


Goes  to 
Post  Office. 


Package  gets 
noticed. 


Doesn't  want  to  pay 
overnight  prices. 


Finds  out  Priority  Mail'" 
is  a  very  smart  solution. 


Person  sells 
screenplay. 


Doesn't  want  to 
worry  either. 


Starts  wearing  designer  suits 
and  putting  gel  in  his  hair. 


For  more  information  on  Priority  Mail  and  other  Smart  Solutions, 
call  1-800-THE-USPS,  ext.  1127. 

 We  Deliver  For  You.  
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TED  BY  OWEN  ULLMANN 


NOTHER  FED  HIKE? 

HE  AYES  MAY  NOT  HAVE  IT 


,  Ball  Street's  market  mavens  think  they  have  it  all  figured 
W  out:  The  Federal  Reserve  is  sure  to  raise  interest  rates 
■  by  mid-November  to  keep  inflation  at  bay.  And  with  the 
lomy  still  growing  smartly,  Fed  watchers  are  betting  the 
ral  bank  will  move  again  this  winter,  driving  short-term 
s  a  good  percentage  point  above  current  levels. 
,  all  sounds  plausible,  but  the  pros  may  have  it  wrong, 
ugh  Fed  officials  voted  unanimously  to  raise  rates  five 
is  so  far  this  year,  the  central  bank's  policymakers  are  now 
msingly  uncertain — as  well  as  divided — 
at  whether  another  rate  hike  may  be  war- 
ed soon,  according  to  Fed  insiders.  Even  if 
Federal  Open  Market  Committee  can  strug- 
to  a  consensus  to  hike  rates  by  its  next 
ting  on  Nov.  15,  officials  suggest  it  could  be 
last  boost  for  quite  a  while. 
GH  CALL.  Indeed,  within  the  secretive  Fed, 
irited  debate  has  erupted  over  the  state  of 
economy.  A  group  of  inflation  hawks — re- 
ial  bank  presidents  Robert  T.  Parry  of  San 
ncisco,  J.  Alfred  Broaddus  Jr.  of  Richmond, 
Jerry  L.  Jordan  of  Cleveland — want  an  im- 
iate  rate  increase.  They  fear  a  pickup  in 
il  sales,  rising  commodity  prices,  and  tight 
istrial  capacity  portend  an  overheating 
lomy  and  a  coming  inflationary  surge  un- 
the  Fed  moves  decisively, 
t  the  other  end  is  Vice-Chairman  Alan  S. 
der,  who  appears  to  be  influencing  thinking  at  the  Fed 
e  his  arrival  this  summer.  Blinder  argues  that  past  Fed 
tenings  haven't  been  felt  yet  and  will  eventually  slow 
economy.  "I  don't  think  we're  behind  the  curve,"  he  ex- 
ns.  "People  sometimes  forget  there  are  long  lags  in  mon- 
y  policy."  Though  he's  taken  his  lumps  in  the  press  for  be- 
an inflation  dove,  within  the  central  bank  Blinder  has 
1  a  persuasive  advocate  of  caution.  "He  has  the  intellec- 
capacity  to  move  the  center,"  says  a  hawkish  insider. 


GREENSPAN 


Yet  even  without  Blinder's  urgings,  many  members  of  the 
fomc  seem  more  inclined  to  proceed  carefully  because,  by 
their  own  admission,  they  are  torn  by  mixed  economic  signals. 
Among  those  in  the  newly  ambivalent  camp  is  Fed  Govern- 
or Lawrence  B.  Lindsey:  "The  decision  on  Nov.  15  won't  be 
easy.  My  mind  is  more  open  than  it  usually  is." 

E  ven  Fed  Chairman  Alan  Greenspan,  one  of  the  shrewdest 
readers  of  the  economic  tea  leaves,  is  described  by  one  fomc 
member  as  uncharacteristically  unsure  about  the  Fed's  next 
move.  By  one  account,  Greenspan  came  very 
close  to  pushing  for  a  rate  increase  in  mid-Oc- 
tober but  backed  off  in  the  face  of  government 
data  showing  inflation  in  check.  Associates  say 
Greenspan  still  vividly  recalls  how  a  big  rate 
hike  he  engineered  in  1987  preceded  the  stock 
market's  crash.  So  he  is  mindful  of  the  potential 
dangers  of  moving  too  aggressively. 
MISSING  NUMBERS.  The  FOMC  last  moved  bold- 
ly on  Aug.  16,  when  it  rejected  a  quarter-point 
rate  boost  in  favor  of  a  half-point  hike  because 
the  larger  increase  might,  according  to  the  min- 
utes, reduce  the  need  for  further  action  "or 
possibly  even  avert  that  need  entirely."  When 
the  fomc  met  again  on  Sept.  27,  according  to 
witnesses,  the  inflation  hawks  pressed  for  a 
rate  boost,  but  the  majority  countered  that  the 
economic  evidence  didn't  justify  it.  A  couple  of 
~  members  even  advocated  deferring  a  move  for 
six  months.  Lacking  a  consensus,  "we  decided  we  wanted  to 
look  at  more  data,"  says  Lindsey. 

Of  course,  should  economic  statistics  in  the  coming  weeks 
produce  clearer  signs  that  the  economy  is  stronger  than  ex- 
pected, the  Fed  surely  will  halt  its  introspection  and  move  at 
once  to  bump  up  rates  again.  But  absent  that  compelling  ev- 
idence, the  Fed  is  unlikely  to  tighten  as  much  or  move  as 
quickly  as  bond  traders  may  think. 

By  Dean  Foust 


Oddly  unsure 


CAPITAL  WRAPUP 


in  IMPERILED 

'he  White  House  is  growing  ner- 
us  that  a  decision  to  delay  a  vote  on 
lew  world  trade  agreement  until  af- 
;  the  November  election  may  turn 
i  General  Agreement  on  Tariffs  & 
ade  into  a  dead  duck  on  Capitol 
11.  Free-trade  critics  are  poring 
er  the  legislation  searching  for  hid- 
n  deals.  Angry  inventors  are 
mnting  a  campaign  against  a  provi- 
>n  they  claim  will  gut  U.  S.  patent 
otections.  And  Republicans  may  re- 
ge  on  a  pledge  to  hold  a  postelec- 


tion vote  if  the  Republicans  score  big. 
The  outlook  is  particularly  dicey  in 
the  Senate,  where  lawmakers  already 
are  bartering  their  gatt  votes  for  pet 
bills.  The  session  could  turn  into  a 
"Christmas  tree"  extravaganza  befit- 
ting the  season. 

WHITE  HOUSE  ETHICS 

►The  Clinton  Administration  is  tak- 
ing steps  to  prevent  political  appoint- 
ees from  poking  into  law-enforcement 
matters — conduct  that  was  at  the 
heart  of  this  past  summer's  congres- 


sional probe  into  the  Whitewater  af- 
fair. Administration  officials  maintain 
there  was  nothing  improper  about 
senior  Treasury  Dept.  officials  giving 
Whitewater  briefings  to  White  House 
aides.  Just  the  same,  new  White 
House  Counsel  Abner  S.  Mikva  would 
like  to  design  several  new  procedures 
that  can  give  the  President  "a  heads- 
up"  about  potentially  embarrassing 
legal  problems  without  raising  ethical 
red  flags.  Under  the  new  system,  an 
agency  lawyer  would  deal  only  with 
White  House  lawyers,  who  would 
then  tell  the  President. 


International  Business 


JAPAN 


THE  JAPANESE  ARE  BACK 
-BUT  THERE'S  A  DIFFERENCE 

Their  new  wave  of  U.S.  investing  is  geared  to  building  clout  in  core  industries 


Gone  are  the  days  of  Japanese  man- 
ufacturers arriving  in  U.  S.  towns 
to  build  plants,  create  jobs,  and 
put  pressure  on  local  rivals,  right? 
Maybe  not.  Although  totals  for  this 
year  aren't  yet  available,  a  new  wave 
of  direct  Japanese  investment  in  the 
U.  S.  could  be  building.  Within  the  past 
couple  of  months,  several  big  companies 
have  announced  plans  to  expand  U.  S. 
production  (table).  This  could  presage 
the  first  surge  of  Japanese  investment 
since  the  late  1980s,  when  Japan's  "bub- 
ble" economy  reached  its  headiest 
heights.  Once  the  bubble  burst,  in  1990, 
the  tide  of  Japanese  money  washing 
over  the  U.  S.  began  to  ebb. 

The  emerging  boomlet  isn't  a  reprise 
of  the  earlier  splurge  on  "trophies"  in 
real  estate,  Van  Gogh  paintings,  or  Hol- 
lywood studios.  The  Japanese  invest- 
ments also  are  smaller  than  the  $1  billion- 
plus  acquisitions  that  Europeans  have 
been  making-  KENTUCKY  HOME: 
m  pharmaceuticals,  Toyota  wiU  buUd 
for  example.  Al-  more  cars  stateside 
though  not  big  or  than  jt  imports 
flashy,  Japan's  new  from  j 

investments  are  fo-   

cused  on  building  competitive  clout  in 
such  core  industries  as  autos,  semicon- 
ductors, electronics,  and  office  products. 
That  sort  of  investment  "is  coming  back," 
says  Kiyohiko  Xanao,  economic  minister 
at  the  Japanese  Embassy  in  Washing- 
ton. "It  will  continue  to  grow." 
NIFTY  NAFTA.  Japanese  executives  cite 
several  reasons:  the  North  American 
Free  Trade  Agreement,  a  pickup  in  the 
U.  S.  economy,  persistent  trade  friction, 
and  the  stronger  yen — endaka  in  Japan- 
ese— which  makes  investing  in  the  U.  S. 
and  paying  American  workers  cheaper 
than  ever.  The  beginning  of  a  pickup  in 
Japan's  economy  doesn't  hurt,  either. 

Take  Toshiba  Corp.,  which  announced 
in  early  October  it  would  expand  TV  pro- 
duction at  its  Lebanon  (Tenn.)  plant  by 
more  than  40% ,  to  2  million  sets  a  year, 
by  early  1997.  Toshiba  didn't  say  how 
much  it  would  spend,  but  estimates  are 
about  $20  million.  A  big  consideration 


Japan's  New  Investments 


COMPANY 

PROJECT 

COST  IN 
MILLIONS 

TOYOTA 

Adding  to  Kentucky  auto  assembly  plant 

$900 

MITSUBISHI 
MATERIALS 

Building  new  silicon  wafer  plant  in  Oregon 

240 

HONDA 

Boosting  capacity  at  Ohio  factories 

200 

NEC 

Expanding  California  semiconductor  plant 

50 

RICOH 

Doubling  of  Georgia  thermal  paper  plant 

30 

DATA:  BUSINESS  WEEK 

is  that  xafta  may  be  extended  to  Latin 
American  countries.  "Our  long-term 
view  is  of  an  expanded  market  in  the 
Am  ricas  based  on  nafta,"  says  Toshi- 
ba Executive  Vice-President  Yoshihiko 
Wakumoto.  What's  more,  he  says,  the 
U.  S.  has  proceeded  further  along  the 


Information  Sup| 
highway  than  al 
other  nation.  Tosl 
ba  reckons  that  \j 
fuel  demand  for  T« 
especially  the  q 
models  —  with  31 
inch  screens  or  law 
er — at  which  tl 
company  excel 
Lower  manufi- 
turing  wages  ai 
land  costs  in  Amera 
are  a  key  attractio, 
That's  partly  why  1 
coh  Co.  recently  S, 
cided  to  spend  $') 
million  to  start 
ing  thermal  pap* 
products  near  Ar 
lanta.  Building  tfc 
factory  there  wj 
cost  30%  less  thanS 
Japan,  says  Koji  1 
oue,  a  managing  <ji 
rector  at  RicoL 
HIGHER  TECH.  Bj 
Ricoh  also  simp' 
needs  to  be  closer]) 
its  customers  in  fcl 
huge  U.  S.  marke; 
and  that  goes  for  tj 
copiers  it  makes,  t<j. 
In  fact,  as  the  U.j 
copier  business  go* 
digital  and  mergs 
with  the  printer  mit 
ket,  it  will  be  mo; 
important  for  Rict 
to  increase  produ 
tion  and  research 
America.  Inoue  saj 
Ricoh  will  invej 
"huge  amounts"  | 
the  U.  S.— on  ever? 
thing  from  factories  to  software  joi 
ventures. 

Having  a  grasp  of  exactly  what  cu 
tomers  want  is  driving  semiconduct 
giant  NEC  Corp.  to  devote  $50  million 
start  making  advanced  64-megabit  mei 
ory  chips  at  its  Roseville  (Calif.)  plar 


58  BUSINESS  WFFK  /  OCTORFR  31    I  994 


is  the  first  time  the  company  will 
made  such  a  sophisticated  product 

1  U.  S.  "We  need  to  start  advanced 
action  overseas  to  meet  the  de- 
is  of  our  customers,"  says  Hajime 
ki,  NEC's  semiconductor  chief, 
en  there's  Toyota  Motor  Co.,  whose 
million  expansion  of  its  George- 
(Ky.)  plant  is  the  biggest  of  this 
5  Japanese  investments  in  Ameri- 
imed  at  increasing  local  content — 
Dosting  engine  production  and 
g  a  new  model  called  the  Avalon  to 
e — this  plan  has  been  in  the  works 
jars,  says  Toshiaki  Taguchi,  a  Toy- 
Dard  director.  "This  just  happened 

)  latest  influx 
id  renew  friction 
h  Washington, 
al  Japanese 
3stment  has  grown 
hree  times  that  of 
erican  companies 
fapan 

ncide  with  growing  trade  friction 
ndaka,"  he  says. 

nificantly,  Toyota's  total  $3.6  billion 
facturing  investment  will  allow  it 
)4  to  assemble  and  sell  more  cars 
'  U.  S.  than  it  imports  from  Japan, 
greatly  reduces  its  vulnerability  to 
iper  301  retaliation  that  the  Clinton 
nistration  is  threatening  in  autos. 
en  though  Japan's  latest  invest- 
3  are  modest  in  size,  they  are  not 
etely  without  controversy.  On  Oct. 
e  congressional  Office  of  Technol- 
.ssessment  issued  results  of  a  two- 
study  concluding  that  Japanese  in- 
lent  in  the  U.  S.  has  grown  to  three 
that  of  American  investment  in 
|  It's  "an  imbalance  deeply  root- 
diverging  systems  of  corporate 
•nance  and  financing,"  said  Sena- 
)hn  D.  Rockefeller  IV  (D-W.  Va.), 
•eleased  the  report. 

2  study  also  found  Japan's  invest- 

3  suck  in  more  imports  of  compo- 
und capital  goods  than  Europe's 

id  that  Japanese  don't  do  enough 
ne  research  and  development  in  the 
So  even  if  the  new  investments  help 
i  what  Japanese  diplomats  call  "mu- 
ependency"  between  the  two  coun- 
|  they  also  may  guarantee  a  steady 
e  of  political  friction. 
Robert  Neff,  with  Larry  Holyoke 
kyo  and  Douglas  Harbrecht  in 
ington 


EUROPE 


THE  COMING  BATTLE 
OF  THE  CHANNEL 

High-speed  trains  will  spark  a  slugfest  with  planes  and  ferries 


M 


I  ore  people  fly  between  London  and 
Paris  than  any  other  international 
lair  route — 3.7  million  last  year.  But 
come  Nov.  14,  there'll  be  some  stiff  new 
competition  for  the  40-minute  hop. 
That's  when,  18  months  late,  trains  will 
start  hauling  passengers  through  the 
English  Channel  tunnel.  Dubbed  Eu- 
rostar,  the  luxurious,  185  mph  clones  of 
France's  tgv  trains  will  swish  from 
downtown  to  downtown  in  three  hours. 
That's  about  the  same  time  as  many 
plane  trips,  including  taxi  rides  and  air- 
port hassle. 

Yet  rail  promoters  and  Eurotunnel 
stockholders  who  see  a  prosperous  new 
era  unfolding  for 
high-speed  trains 
may  be  in  for  a  rude 
surprise.  The  coming 
battle  of  the  Chan- 
nel is  likely  to  be 
nasty,  as  trains, 
planes,  and  ferries 
juggle  fares  and  step 
up  marketing  to  woo 
passengers.  Indeed, 
Europe's  biggest  in- 
frastructure project 
since  Euro  Disney- 
land could  face  a 
similar  unhappy 
fate — low  traffic  and 
big  losses. 

FULL  STRIDE.  Two- 
thirds  of  cross-Chan- 
nel passengers  are 
British.  Unlike  France's  center-city 
lifestyle,  which  has  made  the  tgv  a  huge 
success,  London's  commuter  culture 
means  airports  are  more  convenient  for 
many  suburbanites  than  downtown  Wa- 
terloo train  station.  "People  won't  come 
into  town  if  they're  going  to  Paris  for 
the  day,"  says  Nick  Cunningham,  an  air- 
line analyst  with  Barclays  de  Zoete 
Wedd  Ltd.  in  London.  And  airlines  offer 
60  London-Paris  flights  a  day,  vs.  only  a 
planned  15  train  trips. 

Chunnel  trains  are  adding  huge  ca- 
pacity that  will  be  hard  to  fill  profitably. 
Including  London-Brussels  service  that 
also  starts  on  Nov.  14,  the  30  Eurostar 
trains  will  offer  more  than  17  million 
seats  a  year  when  they  hit  full  stride, 
probably  next  summer.  That's  almost 
quadruple  current  air  traffic  on  the  two 
routes.  Tunnel  shuttles  will  also  carry 
cars,  competing  with  ferries. 


Airlines  are  already  reacting.  British 
Airways  PLC,  which  carries  47%  of  Lon- 
don-Paris air  traffic,  has  just  spent  $115 
million  to  widen  seats,  add  airport 
lounges,  and  offer  telephone  check-in 
for  business  travelers.  British  Midland 
has  launched  a  five-ticket  Europass  with 
a  40%  discount. 

Trains  will  undercut  air  fares,  at  least 
to  start.  A  first-class  Paris-London 
round-trip  will  cost  $310,  including  a 
meal.  Business  class  on  ba  and  Air 
France  typically  costs  $390.  Trains  will 
make  only  two  daily  round-trips  on  each 
of  the  two  Continental  routes  at  first, 
rising  gradually  to  15  on  each.  Although 


HIGH  SPEED,  LOW  FARES:  Will  any  carriers  make  money  ? 


Brussels  is  a  modest  market,  planners 
see  it  as  a  hub  for  German  and  Dutch 
passengers. 

Shareholders  of  Eurotunnel,  the  chun- 
nel's  operator,  are  eager  for  that  long- 
delayed  revenue  flow.  Construction  de- 
lays and  cost  overruns  that  nearly 
doubled  the  project's  price  to  $14  bil- 
lion forced  a  painful  financial  restruc- 
turing last  May.  But  Eurotunnel  an- 
nounced on  Oct.  17  that  it  may  run  out 
of  cash  next  year.  It's  counting  on  its 
220  banks  for  new  loans  to  meet  $900 
million  in  annual  interest  payments. 

But  to  fill  all  those  boats,  trains,  and 
planes,  hordes  of  Parisians  will  have  to 
shop  at  Harrods  while  half  of  London 
visits  the  Louvre.  That  may  be  too  much 
to  ask. 

By  Stewart  Toy  in  Paris,  with  Heidi 
Dawley  in  London  and  Patrick  Oster 
in  Brussels 
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International  Business 


GERMANY 


NOT  WHAT 

THE  DOCTOR  ORDERED 

Kohl's  slim  majority  means  his  economic  plan  may  get  scrapped 


As  Germany  goes,  so  goes  Europe — 
and  all  the  world  wants  from  Ger- 
many right  now  is  that  it  keep  Eu- 
rope's economy  firmly  on  a  growth  track. 
The  formula  requires  low  interest  rates, 
shrinking  budget  deficits,  and  an  attack 
on  Germany's  thick  web  of  regulation. 
Chancellor  Helmut  Kohl  was  supposed 
to  deliver  all  of  these  things,  which  is 
why  the  financial  markets  were  so  re- 
lieved at  his  reelection  on  Oct.  16. 

However,  his  victory  may  produce 
just  the  opposite.  The  trouble  is  Kohl's 
narrow  10-seat  majority  in  the  Bundes- 
tag. The  chancellor  insists  that  the  mar- 
gin is  "big  enough  to  govern  with," 
which  is  technically  true.  But 
Kohl  will  have  to  make  compro- 
mises that  he  didn't  even  need 
to  consider  with  the  last  legisla- 
ture, where  his  party  had  a  134- 
seat  margin. 

Bundesbank  President  Hans 
Tietmeyer  issued  a  stern  warn- 
ing the  day  after  the  election 
that  Germany  must  stay  with 
its  economic  plan.  But  Kohl's 
power  has  been  so  diluted  that 
his  rival,  Social  Democratic  Par- 
ty (spd)  leader  Rudolf  Scharp- 
ing,  is  already  boasting  that  he 
will  "be  in  office  in  1998 — or 
sooner."  Scharping's  party  now 
has  enough  legislative  clout  to 
turn  Kohl  into  a  lame  duck  long 
before  the  term  is  over. 
BAD  NEWS.  Kohl,  with  an  eye  to 
his  history-book  profile,  can  be 
counted  on  to  finish  uniting  Eu- 
rope— for  which  decisive  negoti- 
ations on  European  monetary 
and  economic  union  are  due  in 
1996 — and  to  finish  reuniting 
the  two  Germanys  before  step- 
ping clown  in  1998.  But  other 
domestic  policy  goals  are  likely 
to  go  out  the  window. 

That's  bad  news  for  business. 
With  unit  labor  costs  already  on 
the  rise  again,  companies  need 
Bonn's  help  in  the  form  of  low- 
er taxes  and  social-security  lev- 
ies. And  if  the  government 
doesn't  maintain  fiscal  discipline, 
rising  inflation  will  put  further 
pressure  on  wages,  undoing  the 


progress  business  has  made  toward  cost- 
cutting  and  downsizing  (BW — Oct.  17). 

But  a  seriously  weakened  Kohl  ad- 
ministration can't  afford  to  burn  politi- 
cal capital  by  pushing  for  radical  cuts 
in  welfare  spending,  which  costs  on  av- 
erage more  than  $8,600  per  capita  annu- 
ally. Nor  is  a  government  with  a  small 
working  majority  likely  to  court  unpop- 
ularity by  attacking  subsidies  to  such 
vocal  groups  as  Bavarian  farmers  or  coal 
miners  in  the  Ruhr.  "Fiscal  austerity 
doesn't  fit  into  this  agenda,"  says  Thom- 
as Mayer,  chief  economist  at  Goldman, 
Sachs  &  Co.  in  Frankfurt. 

The  risk  is  that  the  new  government 


WEAK  HAND 


The  risk  is  that 
the  new  government  will  let 
public  spending  rise  and 
cave  in  on  union  wage  demands 


will  not  just  fail  to  reduce  public  sp'ai 
ing  but  will  allow  it  to  rise  faster.! 
vate  economists  forecast  that  feci 
spending  could  increase  by  5%  or  ll 
in  current-mark  terms,  far  more  I 
the  3%  target  rate  for  inflation  t 
spending  that  Kohl  set  earlier  this  1 
Under  such  a  scenario,  instead  of  coj 
into  rough  balance  by  1998  as  Kohl 
merly  promised,  Germany's  $87  bl 
public-sector  deficit  would  stay! 
hefty  3.5%  of  gross  national  proJ 
new  MILITANCY.  Kohl  aready  faceJ 
ing  populist  pressure  and  labor  mill 
cy.  Unions,  encouraged  by  Kohl's  vJ 
ened  mandate  and  trying  to  compeil 
for  two  years  of  concessions,  are  ma 
substantial  pay  demands  for  their 
contracts.  IG  Metall,  Germany's  lai 
union,  is  pressing  for  a  6%  raise  for  i 
than  3  million  members.  Settlem 
could  wind  up  in  the  3%-to-3.5%  ra 
enough  to  boost  costs  after  two  y\ 
of  flat  or  declining  real  wrages. 

Meanwhile,  Kohl  has  little  muse 
push  through  anti-inflationary  legjj 
tion.  His  Free  Democratic  I 
ty  (fdp)  coalition  allies  lost  i 
than  30  Bundestag  seats  ancj 
booted  out  of  three  more 
parliaments.  That  means 
on  key  issues,  the  spd's  Sch| 
ing  can  drum  up  a  two-th 
majority  in  the  upper  hous 
block  any  measure  passed  ii  | 
Bundestag. 

The  first  spat  could  c 
soon.  Kohl  will  present  his 
budget  early  in  the  Bunde 
session  starting  on  Nov 
Among  the  measures  held 
from  the  last  session  is  a 
ernment  proposal  to  limit 
employment  benefits  to 
years.  The  states  hate  it, 
cause  once  federal  unemp 
ment  insurance  runs  out, 
cipients  are  eligible  for  me 
tested  welfare — with  the  st 
picking  up  the  tab. 

"Kohl  will  have  to  be  ki: 
to  the  opposition  from  now 
says  Michael  Baer,  senior 
president  of  Bank  Julius 
&  Co.  in  London.  Indeed 
might  have  to  be  so  kind 
his  government  will  look 
like  the  "grand  coalition"  B 
always  swore  he'd  never  l' 
Once  market  watchers  real 
what  such  a  compromise  mcl 
for  German  business  and 
rope's  economy,  their  initial 
lief  at  Kohl's  win  could  turn  ' 
dismay. 

By  John  Templeman  in  B\ 
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Depth 

'When  your  roots  are  deep 
in  local  markets,  you  see 
opportunities  others  may 
miss.  You're  in  the  mid- 
dle of  every  important 
flow.  That's  why  investors 
call  us  —  we  trade  ideas, 
not  just  bonds." 


J.  P.  Morgan  and  its  subsidiaries 
offer  investors  what  few 
other  firms  can:  An  active 
presence  in  12  major  centers 
around  the  world.  Market- 
making  leadership  in  virtually 
every  U.S.  and  international 
fixed  income  asset  class.  And 
a  worldwide  team  of  nearly 
1,000  analysts,  marketers, 
and  traders  who  combine 
local  intelligence  and  global 
performance  to  give  clients 
solutions  of  unusual  depth. 


ed  income  trading  floor,  Milan 


JP  Morgan 


Some  companies  say  they  re 
joining  forces  to  make  international 
network  communications  simple. 


Ved  like  to  set  the  record  straight. 


One  global  network 

has  all  the  advantages 

More  local  support 

from  5,000  networking 
specialists  worldwide 

Total  outsourcing 

and  management  of 
SNA,  multi-protocol 
and  emerging  ATM- 
based  networks 

Advanced 

LAN  internetworking 
for  client/server 
computing 

Efficient 

global  messaging 
with  EDI,  E-Mail 
and  the  Internet 


'here's  nothing  simple  about  having  a  communications  network  that's  patched 
)gether  hv  a  collection  of  different  companies  from  around  the  globe,  each 
ilh  their  own  technologies  and  their  own  v\a\  of  doing  things.  Common 


snse  suggests  it  would  be  better  to  have  one  global  company  responsible  for 
lanaging  your  network.  And  that's  e\actl\  what  you  get  with  the  IBM  Global 
ietwork.  Others  may  offer  a  "single  point  of  contact" — but  if  you  ask  lor 
imething  like  global  E-mail,  they're  likely  to  tell  you  their  affiliates  in 
'iienos  Aires  or  Budapest  aren't  on  line  yet.  Assuming  they  even  have  affiliates 
1  those  places.  But  the  IBM  Global  Network  has  5,000  network  professionals 
nd  provides  access  to  more  than  00  countries.  Mow.  So  you  can  get  a  head 
art  on  the  high-speed  networking  that'll  make  it  seem  like  everyone  in 
our  corporation  is  working  in  the  same  office.  Questions?  Call  us  in  Europe 
t  33-1-4905-9879.  In  Asia  at  81  3  5644  2225.  In  the  I  .S.  and  Canada  at 
800  455-5056.  In  Latin  America  at  813  878-5403.  And  you'll  get  some 
raight  answers  about  international  network  communications. 


International  Business 


THE  PHILIPPINES 


SHAKING  MANILA 
OUT  OF  ITS  SLUMBER 

The  strong  hand  of  Ramos  forges  a  competit  ive  economy 


At  Malacanang  Palace,  President  Fi- 
del Ramos  eagerly  listens  to  a  pres- 
entation by  representatives  from  a 
U.  S.  multinational  who  want  to  build  a 
power-generation  project.  The  execu- 
tives describe  the  maze  of  bureaucracy 
they  have  endured  over  several  months. 
When  they  finish,  Ramos  turns  to  his 
Energy  Secretary,  Francisco  Viray. 
"Can  we  accelerate  this?"  Ramos  asks. 

Since  taking  office  in  1992,  the  gener- 
al-turned-politician has  been  making  si- 
milar demands  of  Filipinos.  Ramos,  64, 
has  pressed  them  to  approve  reforms 
necessary  to  make  the  Philippines  com- 
petitive. He  has  eased  an  energy  crisis, 
busted  monopolies,  and  removed  restric- 
tions on  foreign  investment.  As  a  re- 
sult, the  Philippines  could  be  shedding 
its  status  as  the  sick  man  of  Asia. 
MORE  CONFIDENCE.  Ramos  is  also  trying 
to  redefine  relations  with  the  U.  S., 
which  have  been  cool  ever  since  Manila 
kicked  the  Americans  out  of  Subic  Naval 
Base  and  Clark  Air  Base  in  1991.  With 
President  Clinton  scheduled  to  start  his 
visit  to  the  Philippines  on  Nov.  12,  Ra- 


mos says  he  wants  to  forge  a  more  ma- 
ture relationship  built  on  trade  rather 
than  military  security. 

At  first,  it  was  mostly  Taiwanese  and 
Japanese  investors  who  placed  new  bets 
on  Ramos.  But  now,  Americans  are 
showing  an  uptick  in  confidence  as  well. 
Among  the  companies  opening  or  ex- 
panding their  Philippine  operations  are 
Intel,  Enron,  Federal  Express,  Caltex, 
Nynex,  Procter  &  Gamble,  and  Citibank. 
With  foreigners  now  al-  m™^™-"""""" 
lowed  to  own  as  much 
as  100%  of  local  compa- 
nies, direct  foreign  in- 
vestment increased 
160%,  to  8585  million,  in 
the  first  four  months  of 
this  year. 

The  new  receptivity 
to  foreign  investment 
has  had  dramatic  re- 
sults. A  year  ago,  Mani- 
la suffered  from  eight 
hours  of  brownouts  a 
day.  But  Ramos  patched 
up  old  power  plants  and 


THE  PHILIPPINE  ECONOMY 
IS  GROWING 


'91  '92 
APERCENT  CHANGE 

DATA:  ASIA  EQUITY  LTD 


EN  ROUTE:  Federal 
Express  is  boosting 
flights  to  the  Philipj 

allowed  private  co 
nies  to  build  and  fir 
key  projects.  Enron 
er  Development, 
and  others  have  con 
ed  power  projects  i: 
past  year.  "When  R 
promised  no  browi 
by  December,  1993, 
people  laughed," 
Thomas  J.  Leber, 
president  and  ger 
manager  of  Wyeth 
ippines,  a  U.  S.  pha 
ceutical  company 
fact,  he  deliver 
The  financial  mai 
are  another  indicatt 
bullish  sentiment 
past,  companies  ne 
to  curry  favor  with 
officials  to  get  b 
loans.  Now,  they  are  opting  to 
funds  through  the  growing  stock  m 
or  through  international  debt  p] 
ments.  Philippine  companies  rais 
hefty  $670  million  on  international 
ital  markets  last  year.  "The  stock  i 
ket  is  far  bigger  and  far  better  ths 
the  past,"  says  Matthew  S.  Sutherl 
research  director  of  Philippine  Asia 
uity  Securities  Inc. 
RUSHING  TO  LIST.  A  key  part  of  the 
forms  is  forcing  change  on  the  fam 
that  have  long  dominated  the  econc 
Philippine  Long  Distance  Telephone 
controlled  by  the  Cojuangco  family, 
a  lock  on  the  market  for  decades, 
last  year,  Ramos  opened  the  indu: 
to  competition,  pldt  responded  by 
ting  rates  and  improving  service.  ] 
eign  companies  are  moving  in  on  its  i 
On  Sept.  20,  Nynex  signed  a  memo 
dum  of  understanding  to  buy  25% 
local  telecom  company  and  spend  i 
million  over  the  next  four  years.  I 
nal  agreement  is  scl 
uled  to  be  signec 
mid-November. 

Many  leading  fam 
are  rushing  to  list  tl 
companies  on  the  1< 
stock  market  to  n 
the  funds  needed  to 
come  competitive.  C 
ers  are  trying  to  m 
the  transition  into  hi 
tech  businesses.  J 
Conception  III,  36-yi 
old  president  and  CE; 
powerful  rfm  Corp 
S280  million  food-pr 


95  Est. 
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manufacturing  company,  has  over- 
i  three  initial  public  offerings  this 
•  to  raise  money  to  diversify  into  the 
iconductor  industry.  Recently,  he 
*ht  Pacific  Semiconductors  Inc.,  a 
[  company  that  he  expects  to  make 
million  next  year.  "It  is  our  genera- 
s  challenge  to  become  globally  Geni- 
tive," he  says.  "I  don't  have  a 
ce." 

hat  change  in  thinking  has  led  more 
iricans  to  try  out  the  Philippines. 
I  Fuller  Inc.,  a  $1  billion  U.  S.  ad- 
ve  and  sealant  company,  bought  an 
share  of  a  local  chemical  operation 
992.  Fuller,  which  is  investing  $6 
.on  in  the  Philippines,  is  building  a 
factory  near  Manila  to  produce  ad- 
ves  for  the  regional  market.  "I  have 
eat  deal  of  faith  in  what  Ramos  is 
g,"  says  David  J.  Elliott,  president 
.  B.  Fuller  (Philippines)  Inc. 
f  course,  the  sums  being  invested 
modest  compared  with  the  billions 
ing  into  China.  But  some  U.  S.  corpo- 
ris are  aggressi  vely  expanding.  In- 
3hilippines  Manufacturing  Inc.  is 
ning  a  $200  million  expansion  at  its 
lory  chip  and  microprocessor  plant 
anila  over  the  next  five  years.  Avon 
sing  the  Philippines  as  a  manufac- 
ig  hub.  p&g  is  building  a  $100  mil- 
factory  to  make  detergents.  Caltex 
spent  $140  million  on  environment- 
;ed  projects  over  the  past  two  years. 
I  THE  PARTY.  All  the  good  news, 
ever,  doesn't  mean  that  the  Philip- 
is  will  become  an  Asian  Tiger 
■night.  About  half  the  population  of 
lillion  still  lives  below  the  poverty 
and  the  country  has  to  make  up  for 
i  of  decay.  Moreover,  Ramos  has 
to  tackle  some  long-standing  prob- 
|  For  example,  corrupt  bureaucrats 
must  sign  off  on  licenses  and  per- 
.  often  demand  money  before  they 
expedite  approvals, 
ut  signs  of  a  comeback  are  clearly 
Die.  Glass  and  steel  high-rises  are 
)ting  up  in  Manila's  business  dis- 
;s — a  welcome  contrast  to  the  city's 
iwling  shantytowns.  The  govern- 
t  estimates  that  foreign  investment 
ubic  Bay  and  other  places  has  helped 
te  93,000  new  jobs  this  year.  "Filipi- 
are  optimistic  and  hopeful  for  the 
time  in  years,"  observes  U.S.  Am- 
;ador  John  D.  Negroponte. 
lot  of  work  remains  to  be  done.  Ra- 
has  traveled  throughout  Asia,  Eu- 
1  the  U.  S.,  and  recently  the  Middle 
t  to  pump  up  interest  in  the  Philip- 
s.  If  he  can  pull  off  a  successful  Clin- 
visit  and  get  the  American  connec- 
back  on  track,  that,  too,  could  help 
Philippines  finally  join  the  party  in 
world's  most  dynamic  region. 
y  Teresa  Albor  and  Joyce  Barna- 
i  in  Manila 


THE  PHILIPPINES' 
IMPASSIONED  PITCHMAN 


On  a  flight  from  Manila  to  Bacolod 
in  the  central  Philippines,  President 
Fidel  Ramos  spoke  to  business 
week  Hong  Kong  Bureau  Chief 
Joyce  Barnathan  and  Manila  Corre- 
spondent Teresa  Albor  about  U.  S.- 
Philippine relations  and  the  upcom- 
ing Asia-Pacific  Economic 
Cooperation  (apec)  summit: 

Q:  What  is  your  key  message  to 
President  Clinton  and  the  American 
people? 

A:  Trade,  not  aid.  Let's  intensify  our 
economic  cooperation.  I'm  talking 
about  investment,  trade,  tourism, 
and  technology  transfer.  To  the  peo- 
ple in  the  U.  S.,  we  are  the  only  coun- 
try in  apec  that  has  had  a  commer- 
cial, historical,  cultural,  and  even 
political  connection  to  the  U.  S. 

Q:  Would  a  prosperous  Philippines 
add  to  U.  S.  clout  in  the  region? 


A:  It  could  be  a  benefit,  but  I'm  not 
saying  that  we  again  will  be  the  push- 
ers or  the  spokesmen  for  the  U.  S.  No, 
we  are  into  a  completely  open  and 
free-market  kind  of  system.  In  our 
part  of  the  world,  it's  really  the  Phil- 
ippines that  is  carrying  on  with  its  ec- 
onomic programs  and  social  reforms 
under  a  working  democratic  frame- 
work more  akin  to  the  U.  S.  style. 

Q:  We  hear  you  have  a  particularly 
close  relationship  with  Bill  Clinton. 

A:  We  write  each  other  quite  often. 
He  writes  "Dear  Eddie"  and  signs  it 
"Bill."  We  exchange  little  gifts.  I 
gave  him  cigars  personalized  with 


his  name  on  them,  some  Philippines 
2000  golf  balls,  and  some  Cebu-made 

Timex  watches  He  sent  me  a 

handwritten  Christmas  card. 

Also,  at  the  last  apec  summit,  I 
told  him  he  had  batted  very  hard  for 
nafta.  It  was  the  eve  of  apec,  and 
GATT  was  pending.  So  I  said:  "Let's 
go  for  a  triple  play."  You  see,  I  spent 
five  years  in  the  U.  S.  in  college:  I 
picked  up  a  lot  of  the  culture.  Among 
the  rest  of  the  others  at  apec,  I  can 
communicate  in  that  way  with  the 
President  of  the  United  States. 

Q:  Are  you  satisfied  with  the  level  of 
U.  S.  investment  in  the  Philippines? 

A:  Four  months  ago,  I  inaugurated 
the  Procter  &  Gamble  plant,  part  of 
their  expansion.  We  are  seeing  some 
big  players  come  in.  There  are  new 
investments  in  power  generation. 
Federal  Express  is  in.  We're  also 
seeing  the  banks  come  in.  Tourism 


WOOING  AMERICA 

"Trade,  not 
aid.  Let's  intensify 
our  economic 
cooperation  [with] 
investment,  trade, 
tourism,  and 
technology  transfer." 

—  President  Fidel  Rarnos 


people  are  coming  in.  For  example, 
Days  Inns. 

Q:  So  then  you  are  satisfied. 

A:  Not  quite.  There  is  so  much  more 
the  U.  S.  could  do.  Consider  that  the 
Philippines  is  now  a  gateway  [to 
Asia].  We  are  English-speaking.  Our 
democratic  system  is  well  known  to 
the  Americans.  We  have  the  financial, 
banking,  management,  and  computer- 
services  here,  which  you  don't  find  in 
many  countries.  And  we  have  the 
hubs  that  can  service  American  ex- 
ports. Lastly,  we  have  a  market  of  67 
million  people,  with  investable  in- 
comes that  are  rising. 
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MICHELIN  DRIVING  TIRE  SCIENCE  MICHELIN  DRIVING  TIRE  SI 


Nichelin  Radiol 

x  s  E 

f  e  c  h  n  o  I  o  g  y: 

it  mill  change  every  lire 

in  the  m  o  r  I  d. 


1 


EL  IN  DRIVING  TIRE  SCIENCE  MICHEUN  DRIVING  TIRE  SCIENCE 


BETTER  IN  THE  WET, 
TROUGH  THE  CORNERS, 
ND  DOWN  THE  ROAD. 

One  of  the  main  features  of 
adial  XSE  technology  is  some- 
ling  we  call  a  Smart  Compound. 

a  tread  compound  unlike  any 
ther,  because  when  combined 
fh  an  advanced  casing  design, 
t  lets  us  increase  a  tire's  grip 
rain  and  snow  — through  the 
:orners,  in  straightaways  and 
iring  braking  — while  maintam- 
lg  the  tread  life  that  makes  a 
ichelin  tire  worthy  of  the  name. 


ETTER  FOR  THE  DRIVER. 
IETTER  FOR  THE  WORLD. 

In  addition,  this  Smart  Com- 
ound,  together  with  the  Radial 
'>SE  casing,  can  reduce  a  tire's 
■lling  resistance  by  as  much  as 
35%.  Which,  if  applied  to  every 
;hicle  in  the  U.S.,  could  save  as 
nuch  as  2.4  billion  gallons  of 
jel  per  year,  and  cut  exhaust 
emissions  by  millions  of  tons. 


THE  MOST  IMPORTANT  TIRE 
BREAKTHROUGH  IN  50  YEARS. 

Radial  XSE"  technology  is  a  Michelin" 
invention,  the  product  of  years  in  the 
laboratory  and  on  the  test  track.  It  not 
only  improves  fuel  efficiency  — something 
carmakers,  drivers  and  the  earth  need 
very  much  — it  can  increase  traction  in  rain 
and  snow,  while  maintaining  the  tread  life 
and  durability  for  which  Michelin  is 
known.  In  our  view,  it's  the  most  significant 
advance  in  tire  making  since  we  invented 
the  radial  tire. 


CHOICE  OF  THE  WORLD'S 
BEST  CARMAKERS. 

Radial  XSE  technology  passed 
a  major  test  when  our  new 
MXV4"  tire  was  selected  as 
original  equipment  by  such 
carmakers  as  BMW,  Chrysler, 
Dodge,  Honda  and  Mercedes- 
Benz  for  their  technologically- 
advanced  luxury/performance 
touring  cars. 


A  NEW  STANDARD  BY 
WHICH  ALL  TIRES  WILL 
BE  JUDGED. 

Recently,  after  a  hands-on  test 
track  demonstration  of  Radial 
XSE  technology,  European  Car 
magazine  wrote  that  it  is 
"a  tire  technology  with  truly 
impressive  global  implications... 
technology  so  advanced,  that 
the  difference  would  even 
jump  out  at  the  inexperienced 
driver."  We  couldn't  agree 
more.  Radial  XSE  produces  tires 
that,  in  virtually  every  way  that 
matters,  are  noticeably  better. 
Better  for  the  driver,  and, 
potentially,  better  for  the  world. 


MICHELIN 
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International  Outlook 
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THE  RAGE  TO  GOME  UP 
WITH  A  PEACE  DIVIDEND 


Little  more  than  48  hours  after  Israeli  Prime  Minister 
Yitzhak  Rabin  and  Jordan's  King  Hussein  announced  a 
breakthrough  agreement,  they  were  reminded  of  just 
how  treacherous  the  road  to  peace  can  be.  Twenty-two  peo- 
ple died  when  a  suicide  bomber,  apparently  from  the  Pales- 
tinian Islamic  group  Hamas,  blew  up  a  bus  in  central  Tel 
Aviv  on  Oct.  19. 

Abhorrent  as  the  attack  was,  the  peace  process  will  go  on. 
It  should  get  a  boost  on  Oct.  26,  when  President  Bill  Clinton 
presides  over  the  signing  of  the  Jordanian-Israeli  peace  trea- 
ty in  the  desert  between  the  cities  of  Aqaba  and  Eilat. 

Yet  the  crescendo  of  terrorist  attacks 
inside  Israel  and  the  seeming  power- 
lessness  of  Palestine  Liberation  Organ- 
ization chief  Yasser  Arafat  is  increas- 
ing the  risk  of  failure.  The  ruling  Labor 
Party,  which  is  clinging  to  a  tiny  ma- 
jority in  the  Knesset,  will  now  take  even 
more  heat  from  the  hard-line  Likud  op- 
position, which  has  been  bitterly  critical 
of  the  pact  with  the  plo.  In  an  attempt 
to  halt  the  attacks,  the  harried  Rabin 
is  barring  tens  of  thousands  of  Pales- 
tinian workers  from  going  to  their  jobs 
in  Israel.  Unfortunately,  this  move  will  PARTNERS: 
play  into  the  hands  of  Hamas  by  wors-  " 
ening  economic  conditions  in  the  West  Bank  and  Gaza  and 
ratcheting  up  tensions  there. 

DEAL-A-THON.  To  safeguard  what  has  been  achieved  and  give 
the  talks  a  new  momentum,  Rabin  and  the  Jordanians  are 
pushing  hard  to  show  the  region's  war-weary  people  benefits 
from  peace.  The  centerpiece  of  their  efforts  is  a  proposed 
$10  billion  development  bank.  Israeli  Foreign  Minister  Shim- 
on Peres  and  Jordan's  Crown  Prince  Hassan  are  trying  to 
sell  the  idea  to  the  West  and  the  gulf  Arabs.  Projects  they 
foresee  the  bank  funding  include  a  $1  billion  joint  Israeli- 
Jordanian  port  on  the  Red  Sea,  an  $800  million  pipeline  to  sup- 


ply Israel  and  Gaza  with  gas  from  Egypt,  and  multibilliJ 
dollar  desalinization  projects. 

The  bank  plan  will  be  heavily  promoted  at  a  regioii 
economic  summit  scheduled  for  the  end  of  October  in  Cal 
blanca.  This  extravaganza  will  feature  an  extraordinary  anj> 
of  political  leaders,  including  the  plo's  Arafat,  U.  S.  Secretal 
of  State  Warren  M.  Christopher,  and  Egyptian  Presida 
Hosni  Mubarak. 

The  summit  will  also  bring  together  dozens  of  Westei£ 
Israeli,  and  Arab  business  leaders  for  what  its  backers  hoi 
will  be  deal-packed  meetings.  Corporate  sponsors  inclul 
American  Express,  eni,  Asea  Bro\| 
Boveri,  and  Archer  Daniels  Midlarl 
But  whether  Casablanca  will  prol 
more  than  an  exotic  photo  opportunij 
isn't  clear.  There  is  some  opposition! 
the  proposed  bank  at  the  World  Bart 
which  views  it  as  a  competing  institl 
tion.  The  gulf  Arabs,  who  are  expect! 
to  cough  up  much  of  the  capital,  a! 
pleading  poverty.  Development  experj 
also  argue  that  the  region  needs  p:l 
vate  investment  not  another  bureaj 
cratic  financing  agency. 

Still,  while  $10  billion  may  be  ovej 
reaching,  Clinton  Administration  of] 
cials  seem  to  be  buying  into  the  idea  of  a  regional  econonj 
institution.  They  see  joint  projects  as  a  useful  way  to  fostl 
cooperation  between  Israel  and  its  Arab  neighbors.  And  tj 
U.  S.  has  a  good  track  record  as  an  inter-national  fund-rais<| 
But  they  may  have  to  move  faster  than  they  think.  Ther^ 
a  growing  sense,  particularly  in  the  West  Bank  and  Ga2j 
that  the  peace  process  hasn't  delivered  much.  If  Rabin,  Arl 
fat,  and  Hussein  don't  produce  some  quick  dividends,  they  a| 
going  to  be  severely  tested. 

By  John  Rvsvcnit  in  Rome,  with  Need  Sandler  in  Jerusi 
lent  and  Amy  Borrus  in  Washington 


GLOBAL  WRAPUP 


SURPRISE  RUSSIAN  BANKER 

►  President  Boris  N.  Yeltsin  has 
backed  off  from  his  effort  to  force  real 
change  at  the  Russian  Central  Bank. 
Yeltsin  had  used  the  bank's  disastrous 
management  of  the  ruble  to  force  the 
resignation  of  longtime  foe  Viktor 
Geraschenk  "  as  head  of  the  central 
bank.  To  replace  him,  Yeltsin  was  said 
to  have  been  considering  such  well- 
known  reformers  as  former  econ  imics 
czar  Yegor  Gaidar  and  former  Fij.ance 
Minister  Boris  Federov. 

Instead,  Yeltsin  named  Tatyana  Par- 


amonova,  43,  who  was  Geraschenko's 
No.  2.  The  Russian  leader  chose  not  to 
risk  a  fight  with  political  opponents. 
Paramonova  is  respected  by  Western 
bankers  but  isn't  thought  to  be  a  strong 
enough  figure  to  enforce  tough  mone- 
tary policy  to  stabilize  the  ruble.  Her 
appointment  is  a  victory  for  Prime  Min- 
ister Viktor  Chernomyrdin,  who  doesn't 
mind  printing  money  to  keep  subsidies 
flowing  to  industry  and  agriculture. 

HOW  REAL  IS  THE  KOREA  DEAL? 

►  The  recently  announced  U.  S.  deal 
to  stop  North  Korea's  nuclear  weap- 


ons program  could  still  founder.  The 
North  agreed  to  allow  bitter  rival 
South  Korea  to  play  a  role  in  building 
two  light-water  nuclear  reactors  to 
replace  Pyongyang's  existing  reac- 
tors. But  the  isolationist  North  could 
balk  at  letting  in  the  estimated  2,000 
South  Korean  engineers  and  techni- 
cians required  to  implement  this  pro- 
gram. Experts  also  are  skeptical  that 
North  Korean  leader  Kim  Jong-Il, 
who  is  expected  to  assume  full  power 
soon,  will  follow  through  on  Pyong- 
yang's promise  to  resume  an  official 
dialogue  with  Seoul. 
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We've  Built  Communications 
Systems  From  Scratch  For  Plenty  Of  Clients. 


lake  Australia,  For  Example. 


Even  we  were  impressed  when  Australia  selected  us  -  along  with  our  British  and  Australian  pariners  - 
to  design  and  build  an  integrated  telecommunications  networkfor  the  entire  continent. 

Vie  results?  A  network  unlike  any  other.  Satellite,  cellular,  local  and  long-distance  savice  combined  to 

provide  millions  of  Australians  with  the  most  sophisticated 
communications  technology  in  the  world. 
Why  BellSouth? 

Partially,  it  was  our  experience.  As  a  leader  in  telecommunications,  were  on  five  continents.  Sharing 
our  expertise  in  all  phases  of  communications  technology,  from  design  and  application  to  implementation  and 
management.  In  all  kinds  of  ventures  from  cellular  networks  to  total  communications  systems.  But  it  was  also  our 
ability  to  listen.  And  make  the  technology  meet  Australia's  needs. 

Some  people  think  were  still  a  regional  company.  We  are.  It's  just  that  now  the  whole  world  is  our  region. 
For  more  information,  caUyour  BellSouth  representative  or  1-800-726-BELL. 

©1994  BellSouth  Corporation 


BELLSOUTH 


Telecommunications      Information  Services       Mobile  Communications      Advertising  Services 


Everything  You  Expect  From  A  Leader 


The  \  how  to  get 
great  color 
without 
suffering  pain, 
anguish 

or  poverty\  Company 


THE  DOCUMENT  COMPANY 
XEROX 


//  doesn't  take  a  great  artist  to  make  impressive  color  documents  these  days.  That's  because 
Xerox  offers  a  unique  range  of  innovative  and  affordable  color  technology.  From  high-qual- 
ity network  color  copiers  to  high-speed,  highlight  color  laser  printers,  Xerox  Ims  more  ways 
to  integrate  color  into  the  documents  that  run  your  business.  After  all,  the  way  you  use  color 
should  make  you  more  productive,  not  Just  more  colorful.  It's  what  we  call  Intelligent  Color. 
To  see  how  color  can  make  you  more  productive  call  us  at  t-800-.4Sh-XEROX  ext.  706. 


089 

THE 

document 
Company 

XEROX 


Worldwide  Sponsor 


Social  Issues 


EDUCATION 


TOTAL  QUALITY  MANAGEMENT: 
NOW,  IT'S  A  GLASS  ACT 

Schools  are  borrowing  business  principles — and  getting  results 


Heather  Peart  balances  herself  on  a 
stool  at  a  workbench  in  Brooklyn's 
George  Westinghouse  Vocational  & 
Technical  High  School.  Soldering  iron 
in  hand,  the  17-year-old  focuses  intent- 
ly as  she  melts  strands  of  solder  onto  a 
circuit  board  from  a  Ricoh  Corp.  fax  ma- 
chine. She  repeats  the  delicate  task  sev- 
eral times  before  deeming  it  perfect.  "I 
have  to  do  it  so  it  looks  clean  and  prop- 
er," she  says.  "Just  like  you'd  want  it  to 
be  if  you  were  buying  it." 

With  help  from  companies  such  as 
Ricoh,  IBM,  and  Xerox,  Peart  and  her 
Westinghouse  classmates  are  partici- 
pating in  an  educational  experiment: 
learning— and  using — Total  Quality 
Management,  the  popular  business  tech- 
nique. In  their  electronics  classes,  the 
students  use  TQM  principles  to  finish  re- 


pairs well  before  deadlines  and  with 
few  mistakes.  Westinghouse  also  uses 
quality  management  tenets  to  improve 
attendance  and  parental  involvement. 
The  effort  seems  to  be  paying  off:  Since 
the  schoolwide  program  began  in  1990, 
Westinghouse's  dropout  rate  has  fallen 
from  12.9%  to  2.1%.  "The  school,  the 
student,  industry  in  general — every- 
body wins  with  this  program,"  says  Ri- 
coh Vice-President  Wayne  A.  Mize. 
"This  wraps  a  whole  lot  of  things  to- 
gether that  these  kids  can  bring  to  any 
workplace." 

Westinghouse  is  one  of  a  small  but 
growing  number  of  schools  that  are 
turning  to  tqm  in  hopes  of  achieving  ed- 
ucational reform.  According  to  the  Mil- 
waukee-based American  Society  for 
Quality  Control,  the  number  of  the  na- 


ALL  BUSINESS:  Repairing  Ricoh  gear 
at  Brooklyn's  Westinghouse  High 


tion's  15,500  public  school  districts  usil 
tqm  for  everything  from  increasing  pj 
rental  involvement  to  dealing  with  bui 
get  cuts  grew  to  127  in  the  last  schc| 
year — from  87  the  year  before. 

Now  the  federal  government  is  see! 
ing  to  promote  much  wider  adoption  \ 
the  concept,  by  developing  a  Baldril 
Quality  Award  for  education  similar  | 
the  Commerce  Dept.  honor  for  qualip 
in  business.  The  school  prize,  to  be  1 
sued  for  the  first  time  in  1996,  will  rej 
ognize  excellence  in  the  hallmarks  \ 
tqm:  constant  improvement  and  bettj 
results,  from  higher  test  scores  to  lo| 
er  dropout  rates.  Judges  will  look  fj 
evidence  that  students  are  benefiting 
not  just  that  the  school  is  teaching  T(j 
principles.  "It's  a  profound  shift  to  en 
phasizing  learning  rather  than  teacj 
ing,"  says  Curt  W.  Reimann,  direct! 
for  quality  programs  at  Commerce's  Nj 
tional  Institute  of  Standards  &  Tecl 
nology,  which  is  developing  the  pril 
criteria. 

"CONTINUOUS  FEEDBACK."  While  the! 
are  obvious  differences  between  bus; 
nesses  and  schools,  educators  trying 
adapt  quality  principles  often  use  til 
same  techniques  and  vocabulary — su| 
as  "customer  satisfaction"  and  "brail 
storming" — as  their  commercial  coul 
terparts.  For  example,  schools  in  Rej 
ding,  Calif.,  successfully  use  a  tqm  tactj 
known  as  a  "run  chart"  that  helps  stl 
dents  visualize  their  progress.  Fiftj 
graders  at  Lassen  View  School  use  trj 
method  to  plot  their  progress  as  th<| 
learn  the  locations  of  100  cities  arouij 
the  globe.  Says  Donald  B.  Barber,  til 
district  psychologist:  "Children  becorj 
active  participants  in  their  learning! 

Much  the  same  happens  at  Westing 
house  High.  In  keeping  with  tqm's  erl 
phasis  on  gathering  data  to  identify  ail 
help  solve  problems,  teachers  and  a| 
ministrators  monitor  attendance  ail 
test  scores  to  pinpoint  problems,  th<| 
use  the  information  to  brainstorm  wil 
students  to  figure  out  how  to  resobj 
truancy  and  classroom  failures.  Meal 
while,  students  in  the  Ricoh  workshq 


How 

Westinghouse 
High  Use,: 
Some  Common 
TQM  Tools 


SCATTER  DIAGRAMS 

Using  drawings  to  illustrate 
the  relationship  between  two 
variables,  teachers  show  stu- 
dents how  skipping  homework 
leads  to  poor  test  grades.  That 
helped  lower  the  dropout  rate 
to  2.1%  from  12.9%. 


BENCHMARKING 

Using  a  survey  approach  devel- 
oped by  Xerox  Corp.,  Westing- 
house traced  low  PTA  turnout 
to  scheduling  conflicts.  Chang- 
ing meeting  times  to  accommo- 
date parents  boosted  atten- 
dance by  17  times. 


CAUSE-AND-EFFECT 

Attendance  records  showed 
that  some  students  were 
chronically  late.  So  prompter 
students  agreed  to  make 
wake-up  calls  to  their  tardy 
classmates  to  solve  the 
problem.' 
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NationsBank: 
Supporting  Our  Merger  And  Acquisition 
Advice  With  Capital  And  Performance. 


This  announa'mt'ul  <ippt>nrs  lis  a  matter  uf  nrurd  ntily 

Compass  Group  PLC 

Has  Acquired 
Canteen  Corporation 

From 

Flagstar  Companies,  Inc. 


The  undersigned  initiated  this  transaction, 

assisted  in  negotiations  and  served  as 
financial  advisor  to  Compass  Group  PLC 


NationsBank 


^  BG4SIEY  8RQ4DOtSI  GROUP 

Has  Sold 
KRTH-FM,  Los  Angeles 

to 

Infinity  Broadcast  Corp. 


The  undersigned  acted  as  financial  advisor  to 
Beasley  Broadcast  Group 


NationsBanc  Capital  Markets,  Inc. 
NationsBank 


Wilsons  Supermarkets 

Has  Been  Acquired  By 
HANNAFORD  BROS.  CO. 


The  undersigned  initiated 
this  transaction,  assisted  in  negotiations 
and  served  as  financial  advisor  to 
Wilsons  Supermarkets 


NationsBank 


Compass  Holdings,  Inc. 
$230,000,000 
Acquisition  Facility 


The  undersigned  funded  and  underwrote  the 

U  S  bridge  financing,  together  wrth 
the  working  capital  and  letter  of  credit  facilities 
to  enable  Compass  Group  PLC 
to  acquire  Canteen  Corporation. 


NationsBank 


B64SLEY  BRQ4DOtST  GROUP 

$89,752,393 
Interim  Financing 

Funding  Provided  by 
NationsBank 


The  undersigned  structured  this  transaction, 
arranged  the  financing  and  acted 
as  financial  advisor  to 
Beasley  Broadcast  Group 

NationsBanc  Capital  Markets,  Inc. 


NationsBank 


Has  Sold  a  Majority  Interest  in  Its 
Principal  Assets  to  a  Subsidiary  of 

INTERNATIONAL  FAMILY 
ENTERTAINMENT,  INC. 


The  undersigned  initiated  this  transaction, 
assisted  in  negotiations  and  served 
as  exclusive  financial  advisor  to 
Calvin  Gilmore  Productions,  Ltd 


NationsBank 


Weyerhaeuser  Real  Estate  Company 

a  subsidiary  nj 
Weyerhaeuser  Company 

Has  Sold  the  Assets  and  Operations 
ofthe 

Homebuilding  Division 

of 

Westminster  Homes,  Inc. 


Washington  Homes,  Inc. 

The  undersigned  initiated  this  transaction 
and  served  as  financial  advisor  to 
Weyerhaeuser  Real  Estate  Company 


NationsBank 


WG,  INC. 

A  Corporation  Formed  by  Management 
and  Private  Investors 

Has  Argn/ie/f 

the  Apparel  Division  of 
Willcox  &  Gibbs,  Inc. 


The  undersigned  arranged  the  senior  and 
siiliurdiiiati'd  1 1 r i . 1 1 1 1 - 1 1 1 ,Lt  assisled  in  the  private 
placement,  of  preferred  and  common  equity 
assisted  in  negotiations  and  acted  as 
financial  advisor  to  WG,  hie 


NationsBank 


(U 


Blessings  Corporation 

Has  Acquired  Controlling  Interest  in 

Nacional  de  Envases  Plasticos, 

S.A.  de  C.V. 
Hermes  Industrial,  S.A.  de  C.V. 
Mexicana  de  Tintas,  S.A. 
Plastihul,  S.A.  de  C.V. 
Vigo,  S.C. 

The  undersigned  served  as  financial  advisor  tc 
Blessings  Corporation  in  this  transaction 

NationsBanc  Capital  Markets.  Inc. 
NationsBank 


NationsBank  -  a  trusted  financial  advisor  to  successful  corporations.  Our  people  understand  I  he  unique  financial       ■  jl*  B% 

and  '  iperating  strategie  i  of  our  clients  and  deliver  value-added  solutions  to  assist  them  in  meeting  their  objectives,  fl^i       ll%^l~B«9MP%fll    I  ML 


NationsBanc  Capital  Markets,  Inc.,  is  a  subsidiary  of  NationsBank  Corporation  and  is  a  member  of  NASD/SIPC.  ©1994  NationsBank  Corporation. 


I  he  (  ihunncl  (  aittcrhcad  — Able  to  chcu  through  IS  tcct  of  granite  an  hour,  this  tungsten-studded,  laser-guided  earth  cater  turned  a  1,000-year  dream  into  reality  and  com 


Introducing  Novell  GroupWare. 
If  not  for  the  British  and  French, 
it  wouldVe  been  the  year's 
greatest  networking  achievement. 


1 11994  Novell,  Inc  Novell  GroupWare,  GraupWisc  and  Informs  are  trademarks  of  Novell,  Inc  SoftSolurions  is  .1  registered  trademark  of  SoftSolutions  Technology  Corporation,  .1  wholly  owned  subsidiary  of  Novell,  I 


if  Europe  to  the  isle  of  Great  Britain.  Not  bad.  but  can  it  get  eight  people  in  the  same  room  at  the  same  time  for  a  meeting? 


For  the  longest  time,  we've  all  heard  that  its  better  to  work  smarter,  not  harder — 
welcome  maxim  for  anyone  who's  ever  put  in  a  three-digit-hour  workweek.  Now, 
r  the  first  time,  someone  is  about  to  tell  you  how.  Announcing  Novell  GroupWare" — 
roupWise"'4.1,  InForms  'and  SoftSolutions" — revolutionary  software  designed  to  help 
jams  access,  sort,  manage,  share  and  route  information  using  almost  any  platform,  net- 
ark  or  database.  Effectively  eliminating  the  problems  of  business  that  get  in  the  way  of 
)ing  business.  Granted,  we're  not  the  first  to  promise  you  greater  productivity  through 
eater  access  to  information.  We  are,  how  ever,  the  first  to  make  that  access  available  to 
smpanies  regardless  of  their  requirements.  Their  size.  Even  their  multiple  operating 
stems.  In  short,  what  we've  developed  is  a  modular,  customizable  family  of  network 
iplications  that  are  easily  installed  and  configured,  support  mobile  computing,  offer 
lproved  functionality  and,  best  of  all,  take  advantage  of  data,  hardware  and  networks  you 
"eady  have  in  place.  No  small  feat,  even  in  light  of  that  recently  opened  route  between 
over  and  Calais.  Call  1-800-291-9375  for  your  nearest  certified  reseller  or  to  learn 
ore  about  Novell  GroupWare,  the  perfect  way  to  put  people  together  with  information. 


INOVELL 

GroupWare 


GroupWise  4. 1 — Compre- 
hensive integrated  e-mail, 
calendaring,  scheduling 
and  task  management. 
CroupWise  4.1  enables 
you  to  share  information 
across  almost  any  plat- 
form, gateway  or  network. 


Informs — More  than  an 
electronic  forms  program. 
Now  you  can  create  and 
design  forms  and  views, 
access  multiple  databases 
in  real  time  and,  via  e-mail, 
digitally  sign  forms  requir- 
ing immediate  approval. 


SoftSolutions — The  leader 
in  document  manage- 
ment solutions.  You  can 
secure  information  and 
access  data  (text,  graphic 
or  video)  anywhere  on  the 
network,  regardless  of  its 
application  or  platform. 


(irotipW  isc 


InForms 


SoftSolutions 


Twentieth  Century 
offers  you 
a  notable  value. 


Twentieth  Century 
\aiue 

Twentieth  Century  Value  is  completing  its  first  year  with  per- 
formance worth  noting.  The  fund's  one-year  results  put  it  out  in 
front  of  both  the  S&P/BARRA  Value  Index  of  "value"  stocks,  and 
the  S&P  500  Index,  an  indicator  of  the  performance  of  the  stock 
market  in  general  * 


Average  Annual  Total  Returns  for  the  one-year  period  ending  August  31, 1994. 

Twentieth  Century  Value 

S&P/BARRA  Value  Index" 

I 

S&P  500  Index 

I 

3.270/°  is  the  since-inception  (9/1/93)  average  annual  total  return  as  of  6/30/94  for 
Twentieth  Century  Value. 

Twentieth  Century  Value  looks  for  stocks  that  the  fund  managers 
conclude  are  fundamentally  sound  but  temporarily  undervalued. 
To  learn  more,  call  or  write  for  a  FREE  information  kit,  which 
contains  a  prospectus  with  more  complete  information,  including 
charges,  expenses  and  minimums,  which  you  should,  of  course, 
read  carefully  before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


©  1994  Twentieth  Century  Services  in 
BSW 


Investt77ents  That  Work" 


'The  S&P/BARRA  Value  Index  is  a  capitalization-weighted  index  consisting  of  S&P  500  stocks  that  have 
lower  price-to-book  ratios  and  in  general  share  other  characteristics  associated  with  'value"  stocks.  ■  The 
S&P  500  Index  is  an  Index  created  by  Standard  &  Poor's  Corporation  that  is  considered  to  reflect  the  per- 
formance of  the  stock  market  in  general  ■  Neither  index  is  an  investment  product  available  for  purchase 

"Source  Ibbotson  Associates,  Inc  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment 
of  all  distributions  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal 
value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


PERFORMANCE  THAT  BEAT  THE  S&P  500! 


Government 


HE  ADMINISTRATION 


NAIVE?  INEXPERIENCED? 

IT  WORKS  FOR  FRANK  NEWMAN 

he  Beltway  outsider  is  racking  up  impressive  victories  for  Treasury 


IMMhen  Bank  of  America  cfo 
IflRI  Frank  X.  Newman  got  a  call  in 
flgaBf  December,  1992,  urging  him  to 

■  ■  leave  San  Francisco  to  become 
"easury  Under  Secretary  for  Domestic 
inance,  he  considered  the  credits  and 
;bits.  "I'd  have  to  leave  a  company 
here  I  enjoyed  working  and  knew  all 
.e  people  and  go  to  a  place  where  I 
dn't  know  anyone,  where  it  was  high- 
political,  where  it  was  hot  in  the  sum- 
er  and  cold  in  the  winter,  and  take  a 
'%  pay  cut,"  he  recalls.  "I  said,  'Sure.' 
temporary  insan- 
f  a  legitimate  plea 
this  point?" 
Landing  in  Wash- 
gton  that  Febru- 
y,  Newman  faced  a 
)sty  reception  once 
unpacked  his  box 
ambitious  propo- 
| s  to  overhaul 
.nking  laws.  He 
;  ew  congressional 
nking  committees 
3  r  e  renowned 
aveyards  for  bank- 
5-reform  legisla- 
m,  and  that  the 
nking  community 
is  split  on  several 
ues.  And  other  fi- 
ncial  services  sec- 
ts— mutual  funds, 
surance,  and  con- 
mer  credit — op- 

sed  his  plan  to  require  them,  like 
nks,  to  invest  in  local  communities, 
deral  Reserve  Board  Chairman  Alan 
eenspan  didn't  cotton  to  the  idea  ei- 
ir.  And  when  the  Fed  chief  heard  of 
wman's  proposal  to  clip  the  central 
nk's  powers  to  oversee  banks,  he 
iced  strong  objections  to  Congress, 
here  was  a  certain  amount  of  political 
vete  involved,"  says  a  Senate  banking 
le.  Admits  Newman:  "Clearly,  this  is 
;  one  we  count  as  a  success." 
He  persevered.  Now,  regulatory  re- 
m  is  back  on  track,  thanks  to  a  com- 
>mise  that  would  retain  the  Fed's  full 


authority  over  the  large  banks  but  allow 
the  Treasury  to  oversee  smaller  ones, 
and  interstate  banking  has  passed.  And 
Newman,  52,  has  bagged  a  promotion 
to  the  No.  2  job  at  Treasury:  On  Sept.  29, 
he  replaced  Roger  C.  Altman,  who  was 
forced  to  resign  the  job  after  admitting 
he  had  misled  Congress  on  the  White- 
water affair. 

Despite  his  rocky  start  with  Con- 
gress, Newman  established  a  close  rela- 
tionship with  Treasury  Secretary  Lloyd 
M.  Bentsen.  That,  plus  his  legislative 


record,  won  him  the  deputy  job.  Among 
the  victories  for  which  Newman  can 
claim  some  credit:  steering  through  Con- 
gress a  bill  to  reduce  abuses  by  bank- 
rupt debtors,  trimming  bank  regulatory 
paperwork  and  fees,  and  fully  funding 
the  Resolution  Trust  Corp.  Notes  Ken- 
neth A.  Guenther,  top  lobbyist  for  the 
Independent  Bankers  Assn.  of  America, 
which  opposed  Newman's  push  to  ex- 
pand interstate  banking:  "Three  Repub- 
lican Treasury  Secretaries  tried  this  and 
failed." 

Now,  Newman  faces  greater  challeng- 
es in  a  job  often  filled  by  cunning  insid- 


ers, such  as  Altman  and  Richard  G.  Dar- 
man,  who  served  under  Ronald  Reagan. 
Yet  Newman's  lack  of  political  experi- 
ence and  ambition  could  be  a  plus.  Alt- 
man,  after  all,  can  be  faulted  for  spend- 
ing too  much  time  helping  the  White 
House  out  with  high-profile,  and  highly 
charged,  political  issues:  health-care  re- 
form, the  North  American  Free  Trade 
Agreement,  and  Whitewater  damage 
control.  Darman  considered  himself  a 
tactical  genius,  but  his  legislative  moves 
were  undercut  by  an  arrogance  that 


PREVIOUS  JOBS 
Under  Secretary  for  Domestic 
Finance;  Chief  Financial  Officer, 
BankAmerica;  Chief  Financial 
Officer,  Wells  Fargo 

Harvard  BA  in  economics,  1963 

ACCOMPLISHMENTS 
Helped  enact  bills 
allowing  interstate  banking,  pro- 
moting community  development, 
cutting  banking  regulation,  and 
reforming  bankruptcy  laws 

Classical  music,  skiing,  hiking 

made  enemies  in  Congress.  Newman, 
meanwhile,  insists  that  "I  enjoy  working 
with  legislators  and  testifying  in  hear- 
ings. It's  an  opportunity  to  have  a  dis- 
course." A  Treasury  colleague  explains: 
"Newman  is  definitely  the  un-Altman." 
CLEVER  STAGING.  Even  without  knowing 
where  all  the  skeletons  are  buried  on 
Capitol  Hill,  Newman  believes  that  his 
commonsense  approach  can  work.  Rath- 
er than  shoving  a  massive  bank-reform 
package  down  Congress'  throat,  "Frank 
recognized  that  there  were  some  incre- 
mental changes  that  could  go  through 
and  he  was  clever  in  figuring  out  how  to 


Let's  say  comput 

The  reason  is  simple.  A  more  powerfi 
PC  lasts  longer,  since  it  will  still  have 
plenty  of  horsepower  when  tomorrow's  j| 
applications  come  along.  And  most  new 
Pentium  processor-based  systems  also  1 
include  the  latest  PC  technology —  like! 

©  1994  Intel  Corporation 


Pentium 

IpROCESSOR 


Some  computers  have 
nine  lives  left.  Others  don't. 
That's  why  if  you're  buying 
a  PC  today,  you  should  only 
be  considering  Pentium™ 
processor-based  PCs. 


Pentium™  processor- based  PCs 


have  nine  lives. 


I  local  bus  for  high-speed  graphics  and 
g  and  Play  technology  for  easy  expansion 
he  years  to  come. 

That,  plus  the  fact  that  these  PCs  are  now 
tffordable,  makes  this  a  great  time  to  buy  a 
itium  processor-based  PC.  Especially  when 


you'll  be  getting  a  system  that  performs  so  well. 
Today.  And  several  lives  from  now.  For  more 
information  call  1-800-626-6788,  Ext.  213. 


intel 


HALFWAY 
THERE 


A  POWERFUL  DRAMA  FOR  ALCOHOL  AND  DRUG  ABUSE  PREVENTION 


Government 


Millions  of  teens  use  alcohol  and  drues  each  year. 

Hait'v.  ay  There  helps  to  change  voting  people's  perception 

about  illegal  alcohol  and  drug  use. 

Over  7CNL\000  young  people  have  experienced  live 
performances  or  H.:.;-<  1  n.e-c  ir.  scr.ccls  across  the 
countr.  and  mternationallv. 

For  inrormation  about  helping  to  make  a  difference  by 
sponsoring  Halfway  L  here  in  your  communitv  contact: 


periwinkle 

I  NATIONAL  THEATRE  F 


NATIONAL  THEATRE   FOR  YOUNG  AUDIENCES 


-    .-.  i'r   "  .".  -  S    '■'  i    1  r"  .1 i  7. 

stirrer  at  the  Natirral  Zr  rrrmir  Crt 
HI.  Newman  Hsr  earns  high  marks  in 
fell r barkers  frr  thwarting  leg:; 
tion — such  as  the  panicky  reaction 
the  House  to  portfolio  losses  from  d 
atives.  "He  definitely  took  the  lead 
stalling  some  legislation  that  would  hs 
been  very  harmful."  says  Edward 
Yir.glir.g.  the  :hie:  W25hir.g~.  r  r.  1_ : 
for  :he  American  Barkers  Assn..  w 
:tt  rsed  rrr  hill.  Newman  trrmrlsei 
he  would  study  the  issue. 
WISH  LIST.  N'r  -     cgesr  r  rr  : 

ire  still  tr  come.  Cor.gress  will  take 
..  far  r.  re  Republican  hue  after  t 
Nov.  S  elections,  making  it  harde 

r  tush,  thr: ugh.  his  rertairur.g  ~g; 
da.  His  wish  list  includes  extending  a 
rer.t  r-  rrrmurity-rek.vestmert  recui 
meets  on  banks  to  the  rest  of  t 
rutar. cial-ser  - ces  industry,  a  plan  Gre. 

:  ;  :ses.  7i  •  7 ei  rh  aim  rV: 
tr.it  Ne .'. :r.ar  wants  tr  irterrere  w 
tr.e  free  market  t:  achieve  a  sreialb; 
ertt.  Ar.i  ther  there's  Newmans  trui 
est  rut:  r  vercrrrir.g  crrgressirra 
sistar.ee  to  an  overhaul  of 
Glass-Steagall  Act  to  remove  bar 
tetweer  rr.vestrr.ert  an  commerc 
banks  and  also  allow  banks  to  providh 
full  rar.ge  :r  rnarrr.il  serdces. 

As  Bent  sen's  deputy.  Newman  si 
has  to  prove  that  he  can  master  nru 
•  .  :  rrrl :  u  r Hi  ry.  an  area  ir  whi  rh  re  r 
little  expertise.  Newman  will  also 
t;  level  rr  his  political  skills — to 
_-. w  b  r  r.  e  rrr  Fed  against  excess! 
interest-rate  hikes  arri  referee  a  sc 
between  Administration  deficit  hs 
ar.i  irves.  !•  :*:':. e  f  Management 
Budget  Chief  Alice  M.  Rivlin  argn 
that  a  strong  economy  allows  more  d 
irit-tuttir.g.  But  Labor  Secretary  R( 
ert  3.  Reic-h  contends  that  as  the  den 
shrinks,  there  will  be  room  for  mo 
spending. 

Frr  r.:~.  Newman  is  straidkr.g  th 
fence.  He  warms  tr.a:  "we  rrusr  r.rt 
the  deficit  begin  to  run  away  from  v 
even  as  he  ralks  about  big-go vemme 
sriutrrr.s.  His  strrrg  ielief  ir  gcvei 
ntent  incentives  to  deve.rp  crm 
nities — the  Lrs  Angeles  riots  re 
remonstrate  tnat  reeu.  ne  says — p 
ably  doesn't  qualify  him  as  an  en 
siastic  deficit-cutter.  As  the  more 
servarive  104th  Crngress  rakes  its  se 
next  January,  such  ideas  certainly  woi 
make  his  life  any  easier,  it  could  he  th 
it  wi.l  ta.-re  :  n.y  rr  m  r re  •'•  asr.mgt 
winter  before  Newman  begins  ret-alli 
rrr  se  null  San  7 ran :is;-:  tentteratur 
again. 

By  Paul  Magnusson  \riih  Amy  Be 


BOOZ- ALLEN  &  HAMILTON 


"Welcome  to  the  Partnership" 

This  year,  Booz -Allen  &  Hamilton  celebrates  80  years  of  leadership  in  management 
consulting.  We  are  pleased  to  announce  the  election  of  32  new  vice  presidents. 


W.  Tim  Blansett 

JtSl  1 1  Si  C      7/)V  Si  o 

LXlliaS,  WXCtb 

Riidiger  Herold 

Diisseldorf,  Germany 

Wouter  Rosingh 

Sao  Paulo,  Brazil 

Ian  Buchanan 

olUgUpOl  C 

John  Hoffecker 

/    //J7  1/J//7  17/'/  f\K\t/~\ 

Lieveiaua,  unio 

Ghassan  Salameh 

dan  rruficisco,  Laiijoinia 

Agnsti'n  Castano 

DlWUOcs  rillcS,  A/geUl l/UI 

David  Howe 

i\ew  yoi  a,  i\ew  loi k 

Allen  Schaar 

/   1  SI  I  I  SI  f»       '/  '/}  ItA  S~l  c 

L>auas,  lexas 

Leticia  Costa 

oCIO  ruUlO,  Dfd^ll 

Gil  Irwin 

New  York,  New  York 

Scott  Schulman 

New  York,  New  York 

Peter  Davis 

\J/ytl)    YSWII  \I/J7/t 

IvzW  Wrti,  l\eW  10/ k 

Raul  Katz 

A  l/Dl  1 1    V  /  1 1*/?     P\Jf)  J 1 1    \s~\  l*  y) 

new  lot  a,  i\ew  lot  k 

John  Scotch 

1    / ,  •  /   I  >  SI  11         1  11  \.*fr  till  S~1 

McLean,  Virginia 

Louis  Giliberti 

New  York,  New  York 

Timothy  Laseter 

Cleveland,  Ohio 

Stephen  Simmerman 

New  York,  New  York 

James  Gingrich 

Sao  Paulo,  Brazil 

Klaus  Mattern 

Diisseldorf,  Germany 

Jeffrey  Tucker 

New  York,  New  York 

Noel  Gordon 

Loudon,  England 

Matthew  McKenna 

New  York,  New  York 

Donald  Vincent 

McLean,  Virginia 

Rolf  Habbel 

Munich,  Germany 

David  Osborn 

Sydney,  Australia 

Brian  Wengenroth 

New  York,  New  York 

Mark  Hansen 

Singapore 

Alfred  Picarelli 

McLean,  Virginia 

Timothy  Wright 

London,  England 

Douglas  Hardman 

Cleveland,  Ohio 

Moyses  Pluciennik 
Sao  Paulo,  Brazil 

There  are  many  reasons  one  name  is  behind  so  many  nameplate 


Why  do  so  many  leading  computer  manufacturers  base 
their  products  on  Acer  technology?  It's  no  secret:  Acer 
provides  the  most  innovation  and  value.  We  deliver 
leading-edge  technology  and  components  to  the 
entire  industry.  Quality  products  endorsed  by 
industry  leaders,  such  as  the  Pentium  "  processor 
AcerPower,  the  AcerNote  Notebook,  AcerVlew  monitors 
and  the  Acer  multimedia  PC.  Acer's  more  than  US 


$3  billion  in  revenues  is  fueled  by  a  worldwide  del 
for  quality  products  in  90  countries.  We  are] 
market  leader  in  30  countries  and  lead  the  ji 
in  the  world's  fastest  growing  markets.  Wh| 
Acer  delivers  new  technology  more  quickly 
by  manufacturing  around  the  globe  in  a  uniili 
process  called  Uniload.  It's  tough  to  keep  a  cornl 
a  secret,  especially  with  a  growth  rate  of  70%. 


Acer*  <♦ 

The  Industry  Source  Means  Value. 

To  order  an  Acer  system  or  for  a  retailer  near  you,  call  1-800-391 -ACER 

Acer  and  the  Acer  logo  are  registered  trademarks  ol  Acer,  Inc.  Intel  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corporation 
All  other  brands  or  product  names  are  trademarks  or  registered  trademarks  ot  their  respective  companies.  ©1994  Acer,  Incorporated  All  rights  reserved 
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Sports  Business 


COMMENTARY 


By  William  C.  Symonds 


HOCKEY:  BE  CAREFUL  WHAT  YOU  WISH  FOR 


With  the  National  Hockey 
League  and  its  players  locked 
in  a  stalemate  that  could  elimi- 
nate much  of  the  season,  you've  got 
to  ask  yourself:  How  did  this  rookie 
in  the  land  of  millionaire  jocks  and 
jockheaded  millionaires  get  in  such  a 
fix  so  fast?  It  took  Major  League 
Baseball  years  of  bad  feelings  and 
bluster  to  arrive  at  the  same  point. 

The  short  answer  is  success.  Last 
season,  NHL  attendance  climbed  to  a 
record  17.5  million.  The  league  just 
inked  its  richest-ever  national  TV 
contract  with  Fox  Broadcasting  Co., 
a  five-year,  $155  million  deal.  And 
new  owners  Walt  Disney, 
itt,  and  Blockbuster  En- 
tertainment founder  H. 
Wayne  Huizenga  have 
skated  onto  the  ice  with 
fire  in  their  bellies  and 
dollar  signs  in  their  eyes. 
Before  the  lockout,  hock- 
ey was  being  ballyhooed 
as  the  hot  ticket  for  the 
1990s,  with  sky's-the-lim- 
it  prospects  for  growth 
and  revenues.  If  the 
nhl's  immediate  future 
didn't  look  bright  enough, 
the  exit  of  the  boys  of  Oc- 
tober presented  an  oppor- 
tunity for  even  greater 
exposure. 

"DIRE  STRAITS."  But  fast  ice  can  be 
awful  slippery.  While  the  explosion 
of  U.  S.  interest  engineered  by  Com- 
missioner Gary  Bettman  sent  league 
revenues  soaring  to  last  year's 
record  $717  million,  up  80%  in  just 
four  seasons,  the  owners  used  lots 
of  that  cash  to  fuel  an  even  faster 
climb  in  player  salaries.  With  the 
average  player  earning  a  cool 
$558,000  last  season,  up  from 
$232,000  in  the  19X9-90  season, 
spending  on  players  has  soared 
165%,  according  to  league  figures. 
And  that  has  opened  a  huge  chasm 
between  powerhouse  franchises 
such  as  the  New  York  Rangers  and 
Detroit  Red  Wings  and  small-mar- 
ket teams  such  as  Buffalo,  Edmon- 
ton, Hartford,  and  Winnipeg.  "If  we 
continue  on  this  course,  the  gap  will 
become  even  wider,"  worries  Boston 
Bruins'  President  Harry  Sinden. 


And,  as  the  owners'  party  line  goes, 
that  could  threaten  the  future 
health  of  the  league. 

Such  talk  may  seem  ludicrous  to 
fans  in  hockey  hotbeds  such  as  New 
York  and  Toronto,  where  an  NHL 
franchise  is  a  virtual  license  to  mint 
money.  Maple  Leaf  Gardens  Ltd., 
which  owns  the  Toronto  Maple  Leafs, 
reported  a  net  profit  of  $4.6  million 
on  revenues  of  $47  million  in  the  fis- 
cal year  ending  June  30,  even  though 
payroll  costs  have  climbed  "$10  mil- 
lion in  four  years,"  says  Leafs  Presi- 
dent Cliff  Fletcher.  And  in  their  very 
first  season,  the  Mighty  Ducks  of 


OILERS  VS.  DUCKS:  A  marketing  mismatch 


Anaheim  earned  an  estimated  $9  mil- 
lion, thanks  to  the  marketing  muscle 
of  Walt  Disney  Co.,  which  helped  the 
Ducks  sell  more  merchandise  than 
any  other  club. 

But  as  Disney  powers  toward  its 
goal  of  making  the  Ducks  "North 
America's  Team,"  clubs  in  the  nhl's 
smallest  markets  "are  in  dire  finan- 
cial straits,"  says  Massachusetts  In- 
stitute of  Technology  Economics  Pro- 
fessor Jerry  A.  Hausman,  an  adviser 
to  the  National  Hockey  League  Play- 
ers' Assn.  The  Hartford  Whalers,  the 
most  troubled  U.  S.  team,  lost  $26 
million  over  the  past  two  seasons 
and  was  taken  over  by  a  state 
agency  before  finally  being  sold  for 
$47.5  million  in  June.  The  problem  is 
even  more  critical  in  Canada,  where 
four  of  that  nation's  eight  NHL  fran- 
chises play  in  markets  of  fewer  than 
1  million  people. 


Within  a  decade,  predicts  Milwau- 
kee-based sports-valuation  expert 
Michael  S.  Megna,  "there's  a  high 
probability"  that  just  three  Canadian 
cities — Montreal,  Toronto,  and  Van- 
couver— will  still  have  nhl  teams. 
The  rest,  Megna  says,  would  likely 
move  to  bigger  U.  S.  cities  such  as 
Denver  and  Phoenix.  But  giving  up 
on  the  small  Canadian  clubs  "would 
be  the  worst  thing  we  could  do," 
warns  Sinden.  His  reason:  Even 
though  18  of  the  nhl's  26  clubs  are 
based  in  the  U.  S.,  two-thirds  of  the 
players  and  most  of  the  coaches  are 
still  Canadian. 

CANADIAN  kids.  Sinden's 
concern  is  that  if  the  nhl 
abandons  the  small  Cana- 
dian cities,  "the  kids  in 
those  areas  would  lose  in- 
\p  1  terest,  and  the  nhl  will 
■*•  eventually  run  short  of 
players."  But  that  vision  oi 
the  sport's  future  is 
cloaked  in  the  mistiness  of 
nostalgia  and  love  of  the 
traditional.  The  hard  truth 
is  that  with  its  small-mar- 
ket teams  now  earning 
well  under  half  the  rev- 
enues of  such  clubs  as  De- 
troit, New  York,  or  Toron- 
to, the  nhl  must  make 
radical  economic  changes 
to  keep  those  clubs  going.  Two  things 
are  needed.  First,  as  the  owners  sug- 
gest, a  plan  to  keep  salaries  from  ex- 
ploding beyond  the  growth  of  league 
revenues.  And  second,  as  the  players 
have  proposed,  a  far  more  generous 
system  of  revenue  sharing,  so  that 
the  small-market  clubs  will  at  least 
have  a  shot  at  competing  with  the 
big  boys. 

Far  more  than  the  1994-95  season 
is  at  stake.  Unless  owners  and  play- 
ers can  agree  on  such  a  thorough- 
going and  equitable  economic  re- 
structuring, the  NHL  will  have  no 
choice  but  to  abandon  the  small 
clubs.  That  likely  means  good-bye  to 
Winnipeg  and  hello  to  Hollywood  and1 
more  owners  such  as  Disney  and 
Huizenga.  Success:  You  can't  fight  it. 

Symonds  heads  business  week's 
Toronto  bureau. 
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Two  Strategies  for  Client/Server 
AppHcations  Development 

Both  in  One  Software.. .the  SAS  System 

Only  the  world's  leading  information  delivery  system  gives  you  two  proven  strategies  for  satisfying 
today's  client/server  applications  development  needs: 

Empower  Your  User  Community 


The  SAS  System  offers  a  secure 
and  manageable  environment  for 
making  enterprise  data  available  on 
demand.  And  for  turning  that  data 
into  useful  business  information  for 
strategic  decision  making. 

Through  an  intuitive,  dynamic, 
and  data-driven  interface,  even  novice 
business  users  can  handle  the  most 
sophisticated  requests  by  themselves: 
ad  hoc  queries,  reports,  business  graphs, 
forecasts,  analyses,  and  more.  By  making 
the  SAS  System  your  standard  for  end  user 
access  and  reporting,  you'll  empower  users 
to  satisfy  their  own  information  requests. 


Empower  Your  Applications  Developers 


BUILD:   DISPLAY  MA  I M 

With  more  self-reliant  end  users,  developers  are 
free  to  concentrate  on  implementing  client/ 
server  applications  critical  to  your  business. 
Here,  too,  the  SAS  System  satisfies  your  most 
demanding  requirements  by  supporting  an  iterative 
approach  to  rapid  applications  development.  Put 
strategic  business  systems  in  production  quickly... 
even  as  you  continue  to  develop  and  enhance  them. 
Object-oriented  tools  simplify  and  speed  development. 
And  support  for  multiple  client/server  models  (including 
distributing  application  logic  to  the  processor  best  equipped 
for  the  task)  provides  a  flexibility  unrivaled  by  "client  only" 
development  tools.  What's  more,  the  SAS  System's  portable 
architecture  means  applications  look  and  run  the  same  no 
matter  where  you  deploy  them,  desktop  to  data  center, 
preserving  your  applications  investment  over  the  long  haul. 


Take  a  Minute  Now  to  Take  Years  Off  Your  Development  Cycles 

vVith  the  SAS  System,  you'll  improve  business  processes 
"ather  than  just  automating  them.  Users  become  more 
ndependent,  developers  more  productive,  and  applications 
more  valuable. ..today  and  tomorrow.  For  a  closer  look  at 
he  SAS  System — and  to  find  out  how  to  receive  these 
applications  development  tools  for  a  free  evaluation — just 
?ive  us  a  call  at  919-677-8200. 


m 


SAS  Institute  Inc. 

Sales  and  Marketing  Division 

Phone  919-677-8200  □  Fax  919-677-8123 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.  Copyright  t  1994  by  SAS  Institute  Inc 


Special  Report 


MANAGING 


In  recent  years,  the  American  corporate  landscape  has 
been  littered  with  risky  financial  bets  that  went  awry: 
Bum  real  estate  loans.  Defaulted  junk  bonds.  Rogue 
brokers  at  Prudential  Securities  Inc.  and  traders  at 
Kidder,  Peabody  &  Co.  Troubled  mortgage-backed  se- 
curities portfolios.  And  most  recently,  millions  of  dollars 
of  losses  from  imprudent  investments  in  derivative  exotica  by 
Procter  &  Gamble,  Gibson  Greetings,  and  Piper  Jaffray,  to 
name  a  few. 

U.  S.  companies  and  financial  institu- 
tions have  typically  responded  to  these 
crises  in  helter-skelter  fashion,  send- 
ing in  bucket  brigades  to  dous  the 
flames  and  perhaps  install  a  few  safe- 
guards to  prevent  the  same  problem 
from  cropping  up  again. 

Now,  due  largely  to  the  derivatives 
debacles,  many  companies,  banks,  and 
Wall  Street  firms  are  asking  them- 
selves whether  a  knee-jerk  approach  to 
managing  risk  makes  sense  for  the  in- 


THE  OLD  WAY 


•Fragmented  in  different  departments 

•  Considered  a  cost  item 

•  Unwritten,  imprecise  policies 

*  Monitoring  relegated  to  auditing  and 
compliance  departments 

*  Narrowly  focused  finance  treasury  units 
•Finance,  treasury  a  narrow  function 


creasingly  complex  and  perilous  1990s.  They  are  beginnir 
to  realize  that  the  only  way  to  stem  the  tide  of  financial  c 
lamities  is  by  fundamentally  overhauling  the  way  they  de 
with  risks.  They  now  recognize  that  the  effectiveness 
their  risk-management  program  can  determine  whethi 
they  flourish  or  wither  and  die. 

The  most  important  strategy  that  is  emerging  from  th 
evaluation  is  the  development  of  comprehensive,  companywk 
programs  that  target  the  entire  array 
a  company's  risks — not  just  derivative 
And  those  programs  go  far  beyond  fa 
cy  new  hedges  from  rocket  scientist 
They  get  into  the  very  culture  of  an  o 
ganization.  "The  breadth  of  produe 
offered,  the  complexity  of  those  proi 
ucts,  and  the  global  nature  of  market 
all  make  top-down,  centralized  ris 
management  a  necessity"  in  the  1990, 
says  Thomas  B.  Whelan,  global  ris] 
management  chief  at  Morgan  Stank 
&  Co.  In  that  capacity,  he  sits  on  tl 
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HSK 


Companies  are  realizing  that 
only  comprehensive  strategies 
directed  from  the  top  can  end 
the  wave  of  calamities 


i's  operating  committee  and  overseas  the  credit  commit- 
and  internal  audit  unit. 

he  creation  of  high-level  risk-manager  positions  such  as 
clan's  is  just  one  of  several  managerial  initiatives  that 

strategy  mandates.  "It's  a  whole  new  job  category,  a 
le  new  function,"  says  Tanya  Styblo  Beder,  a  principal  at 
ital  Market  Risk  Advisors,  a  risk  consulting  firm, 
orporate  finance  and  treasury  units  are  transforming 
nselves  from  bean  counters  to  acti- 
internal  financial  risk-management 
iiltants  that  advise  companies  on 
ry  activity  from  purchasing  to  mar- 
ng.  In  doing  so,  they  not  only  help 
)  companies  out  of  trouble  but  boost 
its  and  competitive  position.  Inter- 
auditors,  once  regarded  as  moles 

ferreted  out  waste  and  fraud,  are 
>ying  expanded  roles  as  monitors  of 
1  "soft"  items  as  ethical  standards, 
ih,  if  violated,  can  increase  a  com- 
a's vulnerability.  Risk  managers  are 


THE  NEW  WAY 


•  Centralized,  overseen  by  senior-level  risk 
manager 

•Used  to  enhance  shareholder  value 

•  Formal  policies  OK'd  by  top  management 

•  Responsibilty  of  line  managers 

•  Finance,  treasury  advise  business  units 
on  risk 


also  scrutinizing  compensation  structures  to  make  sure  they 
do  not  reward  behavior  that  allows  employees  to  boost  their 
short-term  results  while  jeopardizing  their  firm's  long-term 
reputation. 

One  of  the  leading  corporate  role  models  for  the  holistic  ap- 
proach to  risk  management  is  surely  Merck  &  Co.,  the 
prestigious  pharmaceutical  manufacturer  based  in  White- 
house  Station,  N.  J.,  and  its  chief  financial  officer,  Judy  C.  Le- 
went  (page  88). 

Lewent's  500-person  unit  rides  herd 
over  insurable  risks,  determining,  for 
example,  whether  to  buy  insurance 
against  such  perils  as  environmental  li- 
abilities or  self-insure.  And  it  oversees 
a  wide  range  of  financial  risks,  particu- 
larly foreign  exchange  exposure.  But 
they  are  only  pieces  of  what  Lewent 
calls  "new"  risk  management,  which, 
she  says,  "gets  to  the  heart  of  the  more 
interesting  policy  issues." 

What  really  sets  Merck  apart  from 
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the  pack  is  its  effort  to  assess  the  risks  in  the  company's 
business  activities.  Working  on  the  premise  that  the  aim  of 
risk  management  should  be  to  enhance  shareholder  value, 
Lewent's  staff  uses  sophisticated  mathematical  models,  such 

as  Monte  Carlo  sim- 
ulation, to  weigh  the 
risks  and  rewards  of 
all  kinds  of  business 
initiatives,  from  acquisitions  and  joint  ventures  to  research 
and  development  expenditures  for  new  drugs. 

Several  companies  are  beginning  to  embrace  a  risk-con- 
trol model  proposed  in  a  1992  report  by  the  Committee  of 
Sponsoring  Organizations  (coso),  a  group  of  leading  account- 
ing and  auditing  associations.  The  study  concluded,  among  oth- 
er things,  that  risk  control  wasn't  just  the  job  of  compliance 
and  internal  auditing  departments,  but  also  line  managers, 
from  the  ceo  on  down.  Control  is  effective,  the  study  found, 
only  when  managers  become  convinced  that  it  is  part  of  do- 


ing business,  not  separate  from  it.  Says  William  C.  Jenninjj 
an  internal  control  consulting  partner  at  Coopers  &  Lybrai 
which  authored  the  COSO  study:  "The  guys  making  the  mc 
ey  can't  relegate  control  to  someone  else.  They've  got  to  ta 
responsibility  for  it  themselves." 

Unlike  traditional  risk-control  programs,  which  typically 
elude  risk  identification  and  measurement,  written  policies  a 
procedures,  and  monitoring,  this  approach  also  calls  for  t 
CEO  and  the  board  to  set  the  moral  tone  for  the  company  | 
establishing  a  control  philosophy  and  disseminating  it  to 
employees.  "The  biggest  risk  you  have  is  someone  screwi 
up  the  reputation  of  the  company,"  says  Jennings. 

Which  is  perhaps  why  troubled  Prudential  Insurance  Co. 
America  has  turned  to  Coopers  &  Lybrand  to  help  imp 
ment  the  program  companywide  to  avoid  the  kinds  of  find 
cial  disasters  that  have  afflicted  it  in  recent  years  (page  9! 

To  be  sure,  only  a  few  derivatives  dealers  and  users  ha 
ordered  top-to-bottom  revamping.  Conservative  finand 


THE  HIGH  ART  OF  HEDGING  AT  MERCK 


For  many  cfos,  Monte  Carlo  anal- 
ysisis  is  still  little  more  than  fod- 
der for  academic  journals.  That  was 
the  case  at  Merck  &  Co.  until  about 
eight  years  ago,  when  Judy  C.  Le- 
went,  as  head  of  financial  analysis, 
became  fascinated  with  the  notion 
that  maybe  these  seemingly  arcane 
mathematical  models  had  some  value 
in  real  life.  "I  wanted  to  find  a  way 
to  facilitate  taking  prudent  risks,  as 
opposed  to  just  being  a  gatekeeper," 
she  says. 

Since  then,  both  Lewent  and  deci- 
sion theory  have  come  into  their 
own.  As  Merck's  chief  financial  offi- 
cer, the  43-year-old  Lewent  is  now 
one  of  America's  highest-ranking  fe- 
male executives  and  a  guru  for  a 
growing  cadre  of  high-powered  fe- 
male risk  managers.  And  thanks  to 
quantum  leaps  in  computer  soft- 
ware, Lewent  now  uses  Monte 
Carlo  analysis — a  technique  for  for- 
mulating a  set  of  possible  conse- 
quences of  certain  actions — as  rou- 
tinely as  she  used  the  slide-rule 
when  she  was  a  graduate  student  at 
Massachusetts  Institute  of  Technol- 
ogy in  the  early  1970s. 

Besides  using  these  models  to 
help  decide  what  products  to  devel- 
op, a  key  application  is  managing 
Merck's  foreign-exchange  risks. 
Merck  has  operations  in  more  than 
140  countries  but  pays  dividends  in 
dollars  and  incurs  about  70%  of  its 
research  and  development  expense 
in  the  U.  S.  So  Merck  must  protect 
foreign-currency  earnings  against 
the  vagaries  of  the  dollar  to  fund 
dividend  and  research  costs. 

Although  Merck  ultimately  decid- 
ed to  use  options  to  hedge  this  expo- 


"I  wanted  to . . .  facilitate  taking  prudent  risks, 
as  opposed  to  just  being  a  gatekeeper" 


sure,  Lewent  says  she  always  ex- 
plores so-called  operational  hedges 
first.  For  example,  even  though  it 
might  be  impractical,  a  company 
might  reduce  foreign  exchange  risks 
by  moving  research  and  develop- 


ment activities  overseas — a  tough 
business  decision  that  requires  a 
good  deal  more  analysis  than  Monte 
Carlo. 

By  Phillip  L.  Zweig 
in  White  house  Station,  N.  J. 
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actitioners,  such  as  WMX  Technologies 
c,  based  in  Oak  Brook,  111.,  say  they 
ven't  changed  the  way  they  do  things. 
4X,  says  cfo  James  E.  Koenig,  runs  a 
nservative  hedging  program  for  for- 
m  exchange  and  fuel  purchases.  Ear- 
r  this  year,  wmx  directors  reviewed 
k-management  operations.  No  chang- 
were  made. 

But  many  companies  have  implement- 
some  controls  and  reforms,  includ- 
l  rewriting  investment  policies  and 
ltrol  procedures,  installing  more  so- 
isticated  computer  programs,  and  lim- 
lg  their  use  of  financial  instruments  to 
lain-vanilla"  forwards,  options,  and 
,ures. 

Not  surprisingly,  some  corporate 
usurers  are  giving  a  very  cool  recep- 
n  to  salesmen  from  banks  such  as 
nkers  Trust,  the  chief  purveyor  of 
ply  leveraged  derivative  instruments 
it  burned  the  likes  of  Procter  &  Gam- 
!  Co.  and  Gibson  Greetings  Inc.  As  a 
;ult,  bankers  have  become  "a  little 
re  frank"  about  disclosing  risks,  says 
ud  P.  Roggekamp,  manager  of  capital 
rkets  and  corporate  finance  at  fmc 
rp. 

several  companies  have  renounced 

;  use  of  their  treasury  units  as  prof- 

:enters  by  speculating  in  the  deriva- 

es  market,  which  is  what  got  many 

npanies  into  trouble.  Dell  Computer 

rp.,  which  lost  nearly  $32  million  in 

;  first  half  of  the  year  on  derivatives 

er  earning  more  than  $13  million  on 

•ivatives  in  the  previous  three  years, 

rs  it  will  no  longer  use  derivatives 

an  investment  vehicle.  In  its  annual 

tort  for  the  fiscal  year  ended  June 

Procter  &  Gamble,  which  lost  $102 

lion  after  taxes  in  leveraged  swaps 

nsactions,  stated  that  its  philosophy 

o  use  financial  instruments  "to  man- 
risk  and  cost,"  but  not  to  speculate. 

May,  the  company  announced  the  for- 

tion  of  what  it  calls  a  Risk  Manage- 

nt  Council,  chaired  by  Vice-Presi- 

it  and  Comptroller  Edwin  H.  Eaton 
to  add  what  Chairman  Edwin  L. 

;zt  said  was  another  "level  of  scruti- 

'  extending  "well  beyond  normal  cor- 

ate  operating  controls."  The  rmc  re- 
ts directly  to  the  ceo  and  board  of 

ectors,  meets  monthly,  and  consists 

lenior  managers  from  the  various  fi- 

icial  and  purchasing  units. 

tlicr  companies  are  resl  ruc- 
Wk  turing  their  management  of  foreign  exchange  risk, 
■  which  has  become  especially  critical  as  companies 
W  have  globalized.  Until  1992,  Rhonda  L.  Seegal, 
treasurer  at  Perkin-Elmer  Corp.,  a  Norwalk, 
in.,  instruments  manufacturer,  monitored  foreign  exchange 
tracts  put  on  by  finance  officials  in  each  country  where  the 
lpany  does  business  but  was  not  responsible  for  negotiat- 
them.  Early  that  year,  however,  with  help  from  Emcor,  an 
ington,  N.  Y.,  consulting  firm,  she  initiated  a  pilot  project 


HOW  MERRILL  LYNCH 
KEEPS  RISK  AT  ARM'S  LENGTH 


Could  Kidder,  Peabody  &  Co.'s  Jo- 
seph Jett  fiasco  have  happened 
at  Merrill  Lynch  &  Co.?  Merrill  exec- 
utives insist  it  couldn't. 

The  reason:  An  embarrassing  $377 
million  trading  loss  in  1987  caused 
Merrill  Chairman  and  Chief  Execu- 
tive Daniel  Tully  to  make  structural 
changes  that  other  companies  are 
only  now  implementing.  Tully  chose 
Daniel  T.  Napoli,  a  skilled  risk  taker 
who  was  then  head  of  the  govern- 
ment securities  desk,  to  occupy  the 
new  position  of  head  of  risk  manage- 
ment. "In  retrospect,"  says  Napoli, 
"it  might  have  been  the  best  money 
we  ever  spent.  What  we  learned 
from  that  trauma  built  up  the  risk 
culture  for  the  next  seven  years." 

Napoli  reports  directly  to  Tully.  "I 
have  no  profit-and-loss  agenda.  I  pro- 
tect the  chairman,  the  board,  and  the 
shareholders,"  says  Napoli.  "As  it  re- 
lates to  risk  management,  no  one 
outranks  me  except  the  chairman." 
Napoli  doesn't  just  passively  monitor 
risk.  He  also  has  the  ability  to  tell 
Merrill's  many  trading  desks  to  re- 
duce their  outstanding  positions  if 


Senior  Vice-President 
"I  protect  the 
chairman,  the  board, 
and  the  shareholders " 


necessary.  Napoli  is  careful  to  exer- 
cise this  authority  only  in  partner- 
ship with  the  heads  of  the  trading 
desks,  since  he  depends  on  good  rela- 
tions with  them  to  keep  tips  about 
potential  problems  coming  in. 

Some  years  ago,  a  Merrill  trader 
was  fired  for  mismarking  positions  af- 
ter Napoli  got  a  tip  from  a  Merrill 
salesman.  "He  never  thought  he  was 
going  to  get  fired,  because  he  was 
profitable,"  says  Napoli.  "No  one  indi- 
vidual is  larger  than  the  firm."  That's 
a  lesson  other  Street  firms  should  not 
have  to  learn  the  hard  way. 

By  Leah  Nathans  Spiro 
in  New  York 


to  centralize  foreign  exchange  hedging,  starting  with  six 
countries  that  represented  half  of  the  foreign  currency  expo- 
sure. By  offsetting  positions  in  different  currencies  against 
each  other  (such  as  dollars  owed  by  German  units  and  German 
marks  owed  by  the  parent),  the  company  beefed  up  control 
while  trimming  costs. 

The  controversy  over  derivatives  risks  hasn't  deterred  some 
other  companies,  notably  chipmaker  Intel  Corp.,  based  in  San- 
ta Clara,  Calif.,  and  Enron  Corp.,  the  Houston  oil  and  gas  con- 
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WRITING  FMC'S  RULE  BOOK 
ON  DAMAGE  CONTROL 


Cheryl  A.  Francis  learned  the  sim- 
ple approach  to  risk  management 
back  in  the  1980s,  when  she  was 
chief  financial  officer  at  fmc  Gold 
Co.,  a  Nevada  mining  company.  She 
used  the  straightforward  method  of 
selling  through  forward  contracts  to 
lock  in  commodity  prices.  Today,  as 
treasurer  of  parent  fmc  Corp.,  she 
has  made  that  basic  principle — keep 
it  simple — an  ironclad  rule. 

The  Chicago-based  conglomerate 
limits  itself  to  plain-vanilla  options, 
forward  contracts,  as  well  as  futures, 
avoiding  exotic  products  that  have 
gotten  other  companies  in  trouble. 
"A  lot  of  those  benefit  the  dealers 
more  than  the  company,"  says  Fran- 
cis. The  practice  of  writing,  or  sell- 
ing, options  is  out.  And  counterparty 
risk  is  controlled  by  strict  limits  on 
the  size  of  deals  with  less  than  AAA 
credits.  Transactions  of  $10  million 
or  more  require  a  sign-off  from 
Francis;  $20  million  or  more  need  an 
0.  K.  from  Chairman  Robert  N.  Burt. 
"[fmc]  had  excellent  procedures  al- 
ready in  place,  but  now  they're  much 
more  detailed  and  specific,"  notes 
fmc  director  Clayton  K.  Yeutter,  a 
former  Agriculture  Secretary. 

Francis  also  has  moved  to  inte- 
grate the  risk-management  center 
for  fmc,  whose  21  far-flung  business 
units  deal  in  35  currencies.  The  units 
identify  exposure,  then  turn  to  the 
Chicago  office  for  advice  on  hedging, 
cost-effective  borrowing,  and  other 
financial  necessities.  In  currencies, 
headquarters  offsets  fmc's  net  mar- 
ket exposure  with  over-the-counter 
forwards  and  swaps. 

Not  all  risk  management  involves 
derivatives.  Francis  is  working  with 
one  fmc  unit  to  finance  a  new  chemi- 
cal plant  in  China.  She  wants  to  fund 


CHERYL  FRANCIS 

Treasurer 

"A  lot  of  [exotic 

derivatives]  benefit 

the  dealers  more  than 

the  company " 


the  project  in  the  local  currency,  but 
there's  no  easy  way  to  borrow  or 
hedge  it.  So  she'll  borrow  from  an- 
other multinational  in  China  that  has 
renminbi  on  hand  and  buy  insurance 
in  case  China  devalues  its  currency 
or  seizes  fmc's  assets.  Quite  a  switch 
from  her  gold  days,  but  her  goal  is 
the  same:  to  minimize  risk  without 
getting  too  exotic. 

By  Greg  Burns  in  Chicago 


Aug.  29).  "We  look  at  everything,'' 
says.  "We  don't  get  scared  because 
the  complexity  involved.  But  we  exa 
ine  it  to  death." 

In  1990,  Enron  arrived  at  the  no1 
conclusion  that  erratic  natural-gas  pr 
es  and  the  industry's  byzantine  prii 
regulatory  structure  was  a  huge  pn 
opportunity.  Gas  producers  couldn't  cot 
on  a  stable  cash  flow  from  buyers,  such 
utilities,  and  utilities  couldn't  projt 
electric  rates  accurately  because  th 
couldn't  anticipate  future  gas  pric 

So  Enron  set  up  a  kind  of  in-hoi 
merchant  bank  to  serve  as  an  intern 
diary  between  the  two.  Besides  mark 
ing  gas  and  financing  production, 
ron  Capital  &  Trade  Resourc 
(formerly  Enron  Gas  Services  Grou 
uses  commodity  swaps  and  other  co 
plex  derivatives  to  smooth  cash  flo 
for  both  sets  of  customers.  Enron  d 
ital,  says  ceo  Jeffrey  K.  Skilling,  is 
sentially  taking  a  very  volatile  unkno 
cash-flow  stream  and  converting  it  t 
stable  cash-flow  stream,"  adding  tl 
Enron's  risks  are  minimized  by  care 
credit  analysis  and  "matching"  purch 
es  and  sales.  "We're  never  more  th 
1%  out  of  balance,"  he  says.  These  act 
ities  earned  the  company  $169  milli 
pretax  in  1993. 

Like  their  corporate  counterpar 
many  big  banks  and  Wall  Street  fir 
are  reinventing  risk  management  a 
giving  it  top-level  attention.  They 
now  trying  to  determine  how  much  c; 
ital  and  earnings  their  individual  bu 
nesses  and  institutions  have  at  risk  i 
der  different  scenarios.  "You  take  ris 
in  whatever  you  do,"  says  Denr 
Weatherstone,  chairman  and  CEO,  J 
Morgan  &  Co.  "But  if  you  understai 
measure,  and  account  for  them,  tl 
should  keep  you  out  of  trouble." 


T 


cern,  from  making  innovative,  and  some  say  daring,  use  of  fi- 
nancial risk-managenv  t:t  techniques.  They  insist  that  the  risks 
of  not  using  them  vastly  outweigh  the  risks  of  using  them. 
When  Intel  Treasurer  Arvind  Sodhani  joined  the  unit  in  the 

early  1980s,  he  ob- 
served that  "excess 
returns"  could  be 
achieved  by  doing 
complicated  transactions.  In  managing  Intel's  $5  billion  cash 
trove,  Sodhani  insists  that  he  doesn't  make  bets  on  currencies 
or  use  leverage.  But  he  has  pioneered  a  number  of  innovative 
techniques.  One  example:  using  put  option  <  to  reap  windfalls 
on  its  stock-buyback  program.  That  has  produced  gains  of 
$183  million  since  Intel  began  using  the  idea  in  1990  (BW — 
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o  accomplish  that,  a  numt 
of  institutions  have  lat« 
centralized  their  risk-im 
agement  activities  and  e 
pointed  risk  managers 
head  them. 

Take  J.  P.  Morgan.  Every  day,  M< 
gan's  risk-management  unit  compile: 
one-page  "4:15  report,"  which  gets  hai 
ed  to  Morgan's  top  six  executives  by  that  time  of  day.  The 
port  is  a  snapshot  of  Morgan's  entire  foreign  exchange,  inti 
est-rate,  commodity,  and  equity  positions,  among  oth 
exposures.  Using  complex  correlations  and  volatility  data 
calculates  Morgan's  "daily  earnings  at  risk" — the  maximi 
amount  Morgan  has  a  5%  likelihood  of  losing  per  day. 

Earlier  this  month,  in  a  bid  to  establish  its  risk-measui 
ment  practices  as  the  global  standard,  Morgan  began  offeri 
a  risk-management  program — dubbed  RiskMetrics — av£ 
able  free  to  anyone  with  a  modem  and  a  PC.  Users  will  be  a) 
to  obtain  daily  risk  data  on  different  instruments  and  currt 
cies  through  electronic  services  and  calculate  their  exposui 
over  one  day  or  one  month. 

Swiss  Bank  Corp.  has  a  system  that  is,  at  the  same  tin 
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Our  Business  Is  Helping  Y)urs 
Find  More  Ways  To  Make  More. 

Right  now  you  could 
be  hatching  new  ways  to 
increase  your  productivity. 
That's  important  today  not 
just  to  grow,  but  to  survive. 
And  we  can  help.  You  see,  we 
go  beyond  creative  financing 
to  help  you  become  more 
productive.  Like  helping 
one  company  develop  order 
entry  systems  to  reduce  order 
divery  time  from  28  days  to  4.  Or  helping  another  create  distribution  and  warehouse  management 
\stems  that  improved  service  and  optimized  resources  to  get  more  out  of  every  dollar 

At  GE  Capital,  were  24  diversified  businesses.  And  each  one  is  committed  to  helping  you  become 
-ore  productive  in  the  competitive  race.  To  find  out  more,  call  1-800-243-2222.  After  all,  nobody  has 
ore  ways  to  help  you  make  more. 

W  GE  Capital 

 Our  Business  Is  Helping  Yours'" 

AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  REAL  ESTATE  •  COMPUTER  LEASING 
COMPUTER  SERVICES  •  CORPORATE  FINANCE  GROUP  •  EMPLOYERS  REINSURANCE  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES  •  GECC  HAWAII 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  AND  STRUCTURED  FINANCE  •  GNA  •  KIDDER.  PEABODY  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 
PENSKE  TRUCK  LEASING  ■  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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simple  and  rigorous.  According  to  Robert  Gumerlock,  man- 
aging director,  Swiss  Bank  takes  what  it  calls  a  "market 
shock"  approach.  Gumerlock  produces  a  daily  report  show- 
ing how  the  bank  would  fare  in  the  event  of  a  "worst  case" 

event,  such  as  a 
sharp  and  protracted 
rise  in  interest  rates 
accompanied  by  a 
sustained  10%  movement  in  foreign  exchange  rates. 

In  the  aftermath  of  Citicorp's  early  1990s  brush  with  dis- 
aster, largely  because  of  bad  commercial  real  estate  loans, 
the  nation's  largest  banking  company  has  formalized  and  ex- 
panded its  risk  analysis  and  controls.  At  the  core  of  its  prob- 
lems: No  one  was  watching  the  buildup  of  loan  concentra- 
tions in  certain  industries — notably  commercial  real 
estate — and  in  geographic  regions. 

Citibankers  now  review  the  bank's  credit  and  market  risk  ex- 
posure in  each  of  what  Chairman  and  ceo  John  S.  Reed  calls  its 
"windows  on  risk."  As  part  of  this  process,  every  company  in 
an  industry  is  risk-rated,  and  individual  countries  and  indus- 
tries have  their  own  limits  or  trip  wires.  Now,  there  are  lim- 
its by  geography  and,  in  real  estate,  by  the  type  of  real  estate. 


Effective  risk  management,  though,  extends  bey( 
Monte  Carlo  simulations,  4:15  reports,  and  risk-m 
agement  councils.  It  also  requires  a  risk-sensit 
culture  that  permeates  the  entire  organization.  M 
gan  Stanley's  Whelan  says  that  no  centralized  u 
can  take  the  place  of  control-minded  employees.  "Risk  m 
agement  is  not  a  bunch  of  guys  on  the  50th  floor." 

Some  companies  seem  predisposed  to  repeated  problei 
perhaps  because  they  have  weak  risk-management  cultui 
Take  Gibson  Greetings.  In  addition  to  its  well-publici: 
$19.7  million  derivatives  loss  last  March,  Gibson  disclos 
this  year  that  Cleo  Inc.,  its  gift-wrap  subsidiary,  had  ov 


THE  SENTRY  AT  BANKERS  TRUST 


Bankers  Trust  Co.  has  come  under 
fire  for  allegedly  selling  inappro- 
priate derivatives  to  its  customers, 
but  its  internal  risk-management 
system  has  won  praise  from  analysts 
for  years.  Charles  S.  Sanford  Jr., 
chairman  and  ceo,  developed  a  risk- 
based  method  for  capital  allocation 
as  a  capital-markets  executive  back 
in  the  early  1970s.  Today,  the  system 
is  still  in  use.  In  fact,  says  Raphael 
Soifer,  an  analyst  at  Brown  Brothers 
Harriman  &  Co.,  "many  of  their 
biggest  competitors  are  using  risk- 
management  systems  that  are  clones 
of  Bankers  Trust's." 

Today,  the  task  of  overseeing  risk 
management  falls  to  Daniel  T.  Mudge, 
a  low-key  managing  director  who 
joined  Bankers  Trust  after  Harvard 
business  school  and  never  left.  Mudge 
earned  his  stripes  in  trading  and  risk 
arbitrage  in  London  and  New  York, 
and  he  became  head  of  global  risk 
management  in  1988.  Among  other 
things,  he  oversees  the  production  of 
a  daily  risk  report  that  tallies  the 
bank's  exposure  in  every  business 
and  market.  It  is  circulated  among 
half  a  dozen  senior  executives,  includ- 
ing President  Eugene  B.  Shanks  Jr., 
at  the  end  of  each  day.  "The  philoso- 
phy is,  day  to  day,  be  relatively  de- 
centralized but  have  strong  central 
guidance  on  risk  mandates,"  he  says. 
SYSTEM  SAFEGUARDS.  Bankers 
Trust's  risk-management  and  moni- 
toring systems  have  not  been  fool- 
proof, however.  In  1988,  the  bank 
had  to  revise  downward  its  1987 


DANIEL  MUDGE  Managing  Director 
"What  I'm  trying  for  is  information- 
happening  and  why" 


-what's 


earnings  by  $80  million  because  it 
had  overvalued  some  options  posi- 
tions. But  the  bank  then  developed 
the  ongoing  reports  and  practices 
Mudge  now  oversees,  and  it  has  not 
had  major  problems  with  risk  man- 
agement since  then. 

Mudge  almost  never  tries  to 
change  a  trading  strategy.  "I'm  not 


going  to  read  something  on  the  tape 
and  go  in  and  say,  'Get  your  Mexican 
position  to  zero,' "  he  says.  "What  I'm 
trying  for  is  information — what's  hap- 
pening and  why."  While  Mudge  does 
not  stop  traders  from  taking  risks,  he 
can  make  sure  that  any  losses  that  re 
suit  won't  be  a  nasty  surprise. 

By  Kelletj  Holland  in  New  Yorl 


92  BUSINESS  WEEK  /  OCTOBER  31,  1994 


If  time  is  money,  these  are  the  least 
ensive  fax  machines  you  can  own. 


r  ^ 


introducing  the  top  of  the  line  plain  paper  facsimiles  from  Canon. 


f  n  business,  it's  a  fact  that  the  less  time  you 
L  spend,  the  more  money  you  save.  Which  is 
recisely  the  idea  behind  our  new  7500  and 
000  LASER  CLASS®  fax  machines. 

Each  offers  advanced  features  that  reduce 
le  time  people  spend  on  the  phone  line  and 
t  the  machine.  Features  like  connectivity 
apabilities  that  let  you  send  and  receive  doc- 
ments  without  ever  leaving  your  desk.  And 
memory  capacity  of  up  to  288  pages  so  you 
an  deal  with  volumes  of  documents  at  your 
onvenience,  not  the  machine's.You'll  also  have 
olumes  more  paper  at  your  disposal  with  a 
aper  capacity  of  up  to  1,100  sheets. 

\SER  CLASS  is  a  registered  trademark  of  Canon  Inc. 

HQ  is  a  trademark  of  Canon  Inc.  ©  1994  Canon  U.S.A.,  Inc. 


And  because  time  can  also  affect  your 
fax  line  charges,  we  reduced  the  amount  of  it 
you'll  spend  on  transmissions  to  a  mere  six 
seconds  per  page.* 

The  7500  and  7000  are  just  part  of  our 
full  line  of  LASER  CLASS  facsimiles  including 
the  5500  and  the  5000. 

Of  course,  whichever  model  you 
choose,  Canon's  exclusive  UHQ "  image 
processing  and  laser  technology  give  you 
consistently  high-quality  output.  And  every 
model  delivers  the  kind  of  reliable  perfor- 
mance that  has  made  Canon  #1  in  plain 
paper  facsimile  5  years  running. 

'Based  on  CCITT  #1  chart  (standard  mode). 


When  the  rest  say  you  can't,  Canon  says 
you  can. 

Call  1-800-OK-CANON  for  more 
information.  You'll  find  it's  time  well  spent. 


LASER  CLASS 


LAIN     PAPER  FACSIMILE 


Canon 


 Rinny  how  it's  the 

little  things  that  attract 
people  to  a  particular 
small  business  server. 

Then  again,  maybe 
this  is  a  big  thing. 


I  n  t  r  a  (I  u  c  i  11  g    I  h  i' 
IBM    PC    Server,    for    s  m  all    l>  u  s  i  n  e  s  s 

486DX  66  MHz 

or  Pentium  60  MHz 
■ 

( 'pgradeable 

u 

30-day  money-back 

guarantee 
■ 

3-year  on-site  warranty' 
■ 

Tested  to  exacting 
IBM  standards 

■ 

Industry  standard 
architecture 

m 

Starting  under $3,000" 


"'  about  in  place  your  entire 
business  in  a  h<>\  no  bigger  than 
a  suitcase.  That's  enough  to  make 
anyone  pace  the  floor. 

Fortunately  for  the  life  of  your 
carpet,  IBM  now  makes  a  server  for 
small  local  networks. 

This  means,  of  course,  that  the 
kind  of  performance  and  reliability 
IBM  is  famous  for,  and  the  kind  ol 
support  we  re  lamous  lor  (24  hours 
a  day.  7  days  a  week,  365  days  a 
year*)  are  now  available  to  you.  too. 

\ll  at  the  kind  of  price  (we 
confess)  IBM  is  not  so  famous  for. 
A  remarkably  competitive  price, 
whether  you  need  to  network  live 
people  or  fifty. 

And  because  the  IBM  PC 
Server  is  easily  upgradeable,  and 
happily  works  with  most  anyone's 
peripherals,  it  lets  von  create  the 
perfect,  total  business  solution. 

for  more  details,  talk  lo  vour 
favorite  reseller,  or.  il  vou  need 
a  favorite  reseller,  just  call  us  at  the 
Personal  Systems  HelpCenter  at 
1  800  772-2227."  For  information 
via  l  v\.  call  I  800  IBM  -  1 1 A\ 
and  ask  for  document  3078. 


of  IBM  j  statement  <>j  limited  warrant)  <irr  available  upon  request.  "Dealer  prices  ma)  vary,  tl  to  telephone  from  tin-  Personal  Systems  HelpCenter. 
rtada,  "ill  I  800  165-7999  IBM  and  HelpCenter  are  registered  trademarks  <<l  the  International  Business  Machines  I  orporation.  Ill  other  trademarks 
gutered  trademarks  are  ilu-  proper!)  of  their  respe,  live  holders.  0  1994  IBM  Corp. 


Special  Report 


stated  finished-goods  inventory  at  yearend  1993,  forcing 
Gibson  to  restate  earnings  to  $19.8  million,  a  23%  reduc- 
tion. In  connection  with  the  derivatives  fiasco,  Gibson  has 
sued  Bankers  Trust  Co.  for  deception,  fraud,  misrepreseri- 

tation,  and  breach  of 
fiduciary  duty.  On 
Oct.ll,  Bankers  re- 
plied, saying  in  court 
filings  that  Gibson  knew  what  it  was  doing. 

After  the  Cleo  disclosures,  five  shareholder  lawsuits  were 
filed  against  Gibson  and  its  chairman,  alleging  violations  of  se- 
curities laws.  Gibson  also  disclosed  that  the  Securities  &  Ex- 
change Commission  was  conducting  an  investigation  into  the 
transactions.  In  the  most  recent  development,  Gibson  in  the 
early  part  of  October  fired  its  accounting  firm,  Arthur  Ander- 
sen &  Co. 

For  all  the  sophisticated  analysis  and  computer  models 
now  being  deployed  to  keep  America's  big  companies  and  fi- 


nancial institutions  out  of  trouble,  some  say  that  they 
often  save  themselves  a  lot  of  pain  and  suffering  by  us 
simple  common  sense.  For  example,  companies  typically 
managers  on  the  carpet  when  their  results  fall  below  exp 
tations,  but  most  never  ask  apparent  superstars,  like  £ 
der  Peabody  trader  Joseph  Jett,  to  explain  results  that  far 
ceed  normal  returns. 

Jay  Alix,  a  Southfield,  Mich.,  turnaround  consultant,  s£ 
"Most  frauds  are  not  detected  by  control  systems.  M 
are  picked  up  by  chance" — that  is,  by  people  who  ask  sm 
questions. 

Risk  managers  these  days  are  a  long  way  from  having  all 
answers.  But  asking  the  right  questions  seems  like  a  pre 
good  way  to  start  getting  a  good  handle  on  risk. 

By  Phillip  L.  Zweig  in  New  York,  with  Kelley  Hoik 
and  Leah  Nathans  Spiro  in  New  York,  Peter  Burrows 
Dallas,  Greg  Burns  in  Chicago,  and  Zachary  Schilley 
Cleveland 


PRUDENTIAL:  MAKING  IT  ROCK-SOLID  AGAIN 


Few  companies  are  better  candi- 
dates for  a  business-school  case 
study  on  Murphy's  Law  than  the  belea- 
guered Prudential  Insurance  Co.  of 
America. 

When  the  meter  finally  stops  run- 
ning, the  Pru  will  probably  have 
shelled  out  more  than  $1.1  billion  to 
settle  investor  claims  from  1980s 
sales  of  soured  oil  and  gas  limited 
partnerships  by  its  Prudential  Secur- 
ities Inc.  unit.  Both  the  parent  and 
the  brokerage  have  been  the  targets 
of  numerous  lawsuits  accusing 
agents  and  brokers  of  improper  sales 
practices. 

IN  CONTROL.  Enter  Pru  Senior  Vice- 
President  Martha  Clark  Goss,  who  in 
July  was  tapped  by  Chairman  Rob- 
ert C.  Winters  for  a  daunting  three- 
year  assignment:  Install  a  top-to-bot- 
tom system  of  integrated  internal 
controls  in  every  unit  and,  along  the 
way,  overhaul  the  corporate  culture. 
A  former  Pru  treasurer  and  former 
president  of  Prudential  Asset  Man- 
agement Co.,  the  45-year-old  Goss 
reports  directly  to  Winters  and  now 
holds  the  auspicious,  if  unwieldy,  ti- 
tle of  enterprise  integrated  control 
officer. 

Although  reluctant  to  go  into  de- 
tails, Goss  acknowledges  that  some 
controls  broke  down  as  Prudential 
decentralized  in  the  late  1980s.  To 
remedy -this,  the  company  is  install- 
ing a  comprehensive  integrated  risk- 
control  system  with  the  help  of 
Coopers  &  Lybrand,  the  Big  Six  ac- 
counting firm.  "WhatV  .ippealing 
about  the  approach  is  that  controls 
are  the  responsibility  o  business- 
unit  heads  and  line  man;  y;ers,  not 
support  structures,"  Gos  says.  Over 


Managers  should  ask: 
"What's  the  worst  that 
can  happen,  and  could 
I  survive  it? " 


the  next  year  or  so,  Goss,  with  the 
aid  of  a  small  staff,  will  sweep 
through  the  company,  working  with 
managers  to  identify  risks  and  then 
build  controls  to  address  them.  All 
managers,  she  says,  will  be  called 
upon  to  ask  themselves:  "What's  the 


worst  that  can  happen,  and  could  I 
survive  it?" 

Currently,  a  number  of  depart- 
ments evaluate  different  risks  at  the 
corporate  level,  and  a  financial-con- 
trol council  meets  every  week.  The 
company  is  now  considering  whether 
to  establish  a  permanent,  top-level 
risk  unit,  among  other  possibilities. 

Goss  believes  the  thrust  of  the  ex- 
ercise is  to  make  sure  that  "people 
know  what  their  jobs  are,  what's  ex- 
pected of  them,  and  that  they're  ac- 
countable for  them."  She  hopes  the 
program  will  convince  employees 
that  they  have  not  only  a  right  but 
also  a  responsibility  to  ask  questions 
if  they  are  instructed  to  do  some- 
thing they  don't  think  is  right  or 
don't  fully  understand.  "The  tradi- 
tional hierarchical  management  pro- 
cess in  this  country  doesn't  empower 
people  to  question  their  bosses,"  she 
says. 

Goss  admits  the  program  has  met 
resistance.  Some  managers  view  it  a; 
yet  another  chore.  Others  seem  to 
think  the  company  is  billing  it  as  a 
miracle  cure  for  the  Pru's  ills.  Goss 
denies  it's  a  "magic  pill."  In  any  case, 
the  program  has  the  backing  of 
Chairman  Winters.  Says  Goss:  "Bob 
has  taken  a  very  strong  leadership 
position  on  this.  He  said,  'We  will  do 
this,  and  we  will  do  this  across  the 
board.' " 

What  kind  of  company  does  Goss 
expect  Pru  to  be  in  another  year 
or  so,  when  all  the  action  plans  are 
to  be  put  in  place?  "Well-managed 
and  in  control,"  she  says.  For  Pru- 
dential, that  would  be  a  definite 
improvement. 

By  Phillip  L.  Zweig  in  New  Yorl 


It  used  to  take  14  hours  for  Landis& 
Gyr  engineers  in  Chicago  to  meet 
with  colleagues  in 
Zug,  Switzerland. 

Today,  thanks  to  a 
real  solution  from 
Sprint  Business,  they 
spend  those  hours 
working  together. 
Meeting  face-to-face 
via  the  world's  largest  videoconfer- 
encing network  —  Sprint  Video? 

And  we've  engineered  many  other 
technologically  advanced  solutions  for 
Landis  &  Gyr.  Including  a  wide  area 
network  that  will  soon  connect  computer 
systems  in  109  North  American  offices, 
allowing  them  to  instantly  exchange 
time-sensitive  product  development 
and  financial  data. 

The  fact  is,  no  matter  what  business 
you're  in,  we  can  turn  communications 
technology  into  a  powerful  business 
tool.  One  that  will  help  make  you  more 
successful.  And  isn't  that  why  you're 
in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1-800-598-5000. 


Lver  since 
Sprint  Business 
made  our  world  smaller, 
we've  gotten 
bigger. 


Director 

Information  Systems 
Landis  &  Gvr 


REAL  BUSINESS      REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 

Landis  &  Gyr 
Building  Controls 


Engineers  dispersed  around      Real-time  meetings  via 
the  world  global  videoconferencing 


Better  teamwork, 
better  ideas,  better  sales 


Sprint 

Business 


©1994  Sprint  Communications  Company  L  P 


Special  Report 


HEDGING 
COMMANDMENTS 

Rules  to  live  by  in  a  dangerous  game 

As  treasurer  of  the  U.  S.  operations  of  Swiss  pharmaceu- 
tical maker  Ciba-Geigy  Ltd.,  Walter  D.  Hosp  helps 
protect  a  $5  billion  global  cash  hoard  with  an  array  of 
options,  swaps,  and  other  derivatives.  But  Hosp  maintains  a 
healthy  respect  for  these  instruments.  "Derivatives,"  he  says, 
"are  nothing  more  than  a  set  of  tools.  And  just  as  a  saw  can 
build  your  house,  it  can  also  cut  off  your  arm  if  it  isn't  used 
properly." 

Over  the  past  year,  managers  and  shareholders  of  corpora- 
tions from  Procter  &  Gamble  Co.  to  Metallgesellschaft  have 
found  out  just  how  true  Hosp's  assessment  is.  All  have  suf- 
fered large  losses  on  derivative  deals  as  supposedly  ironclad 
hedging  strategies  came  unglued.  But  it  didn't  have  to  hap- 
pen that  way.  Had  these  and  other  companies  heeded  some 
fundamental  principles  of  hedging,  the  losses  might  never 
have  occurred.  Hedging  works  only  if  it  is  approached  in  a 
comprehensive  fashion — something  that's  too  often  ignored  in 
the  frenzy  to  adopt  ever  higher-tech  instruments  and  tech- 
niques. With  everyone  from  corporate  boards  to  shareholders 
and  regulators  now  trying  to  figure  out  why  derivatives  dealt 
so  many  players  such  heavy  blows,  it's  high  time  managers  re- 
viewed some  basic  rules. 

NO  SWAPS.  First  off,  you  don't  have  to  hedge  everything. 
Mobil  Oil  Corp.  protects  itself  against  swings  in  interest 
rates  and  currencies,  but  not  petroleum  prices.  It  holds  that 
shareholders  expect  to  take  on  the  risk  of  the  oil  market 
when  they  buy  Mobil  shares.  And  Bally  Entertainment  Corp. 
CFO  Lee  S.  Hillman  isn't  hedging  any  of  the  casino  operator's 
$1  billion  in  long-term  debt  right  now. 

After  Hillman  locked  in  cheap  fixed  rates  on  the  debt  last 
year,  he  decided  against  swapping  some  of  it  into  floating 
rates.  With  short-term  rates  far  lower  than  longer  ones  at 
the  time,  such  a  swap  might  have  saved  Bally  a  bundle.  But 
Hillman  decided  not  to  take  the  risk  that  short-term  yields 
would  climb.  When  the   


sic  calculation  should  tell  you  whether,  and  how  muc 
hedge. 

Figuring  out  the  cost  of  hedging  isn't  enough.  Before  si 
ing  on  to  any  strategy,  perform  a  thorough  examinatioi 
your  company  to  unearth  where  its  biggest  vulnerabilii 
lie.  Are  you  willing  to  live  with  short-term  fluctuation! 
pursuit  of  a  longer-term  goal?  Do  you  need  to  hedge  reveni 
profits,  dividends,  or  cash  flows?  And  where  are  your  bigg 
foreign  exchange  risks? 

Companies  also  need  to  implement  a  clear  corporate  po 
on  hedging.  Even  after  the  recent  derivatives  blowouts,  m 
boards  still  haven't  produced  written  guidelines  for  hedgi 
That's  not  smart.  A  financial  manager  must  know  whethei 
or  she  is  supposed  to  trade  for  profit,  or  merely  to  off 
changes  in  the  market  value  of  such  items  as  accounts  rec< 
able  or  outstanding  debts.  Setting  a  corporate  policy  ou 
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judgment  w  as  vindicat-  KNOW  YOUR  RISKS  Before  you  start  a  hedging  program,  you  need  to  know  ward  off  a  corpor 

ed.  "Interest-rate  hedg-  where  your  greatest  risks  are.  It  may  pay  to  have  a  consultant  give  your  com-  trader's  temptatior 

ing  is  speculative,"  he  pany  a  thorough  going-over  to  spotlight  vulnerabilities  and  recommend  a  hedg-  cross  over  into  n 

says.  "We  don't  like  to  ing  strategy — or  none  at  all.  speculation. 

gamble  with  our  share    At  Ciba-Geigy,  c 

holders'  money."  KNOW  YOUR  TOLERANCE  FOR  LOSSES  Putting  on  a  hedge  is  similar  to  ;s  regarded  as  "a  si 

Behind  Hillman 's  buying  insurance.  Before  you  buy  the  policy,  you  must  decide  how  much  you're  tegic  asset,"  says  He 

strategy  was  a  careful-  willing  to  lose  in  relation  to  what  the  protection  will  cost.  "It's  there  to  prov 

lv  made  decision  that  " " "'" ~ ~  ~ " " ~ ,  liquidity  for  a  com 

every  manager  should  KEEP  ,T  S,MPLE  Exotlc  derivative  instruments  can  be  hard  to  value  unless  ny_it  ^as  tQ  be  th 

consider.  Hillman  fig-  y°m  treasury  nas  an  armory  of  analytical  tools.  Without  them,  you  may  end  up  wnen  tnere>s  a  need 

ured  that  the  potential  Payin8  too  much.  And  financial  exotica  may  have  a  hidden  potential  for  losses.  it  "  As  a  result 
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ing  Intel  Corp.,  trade  more  aggressively.  There's  nothing 
rig  with  that.  But  experts  say  if  you  do  want  to  trade  for 
profits,  make  sure  traders  have  a  separate  pool  of  capital — 
as  if  they  were  in  a  bank — and  that  they  have  well-defined 
is  on  how  much  of  it  they  can  risk. 
3  head  off  trading  surprises,  the  board  must  always  know 
t  you  are  trying  to  achieve  and  how  you  are  doing  it. 
r  company  also  needs  an  independent  audit  committee 
can  review  risk-management  activities  and  clamp  down 
re  things  go  awry. 

Y  ROADS.  One  example  of  what  can  happen  when  respon- 
ities  are  unclear  is  the  $1.6  billion  oil-trading  loss  at  Met- 
jsellschaft,  the  big  German  metals  conglomerate.  Aca- 
ic  circles  are  buzzing  this  fall  over  Nobel  prize-winning 
lomist  Merton  H.  Miller's  postmortem  of  the  loss,  which 
run  up  by  mg's  U.  S.  energy  unit.  Miller  contends  that  mg's 
tegy  to  hedge  its  refineries'  oil  output  fell  apart  when 
nain  lender,  Deutsche  Bank,  panicked  after  it  saw  the 
nting  cost  of  rolling  over  the  company's  huge  oil-futures 
tions.  mg  maintains  that  its  former  managers  had  put  to- 
ter  a  fundamentally  flawed  hedging  strategy  that  was 
ned  to  fail.  But  whoever  is  right,  one  big  question  re- 
is:  Why  was  there  such  confusion  about  the  oversight  of 
dging  campaign  that  ran  into  the  billions?  With  more 
r  and  timely  internal  reporting,  the  mess  might  never 
;  developed. 

eeping  everyone  informed  is  only  part  of  the  game.  Pick- 
rour  strategies  is  every  bit  as  important.  Remember  that 
vatives  aren't  the  only  way  to  hedge.  It  can  cost  you  a  lot 
se  derivatives  to  hedge  against  changes  in  the  value  of 
encies  in  emerging  markets — if  you  can  do  it  at  all.  Just 
to  buy  forward  contracts  for  the  Russian  ruble,  which 
more  than  20%  of  its  value  in  just  one  day  in  October.  But 
still  can  protect  yourself  in  countries  where  currencies  or 
'est  rates  may  gyrate  wildly. 

"hen  one  multinational  manufacturer  saw  that  its  Brazilian 
fts  were  swelling,  it  simply  boosted  its  local  borrowings 


to  increase  its  liabilities.  A  re- 
cent study  by  the  Financial  Ex- 
ecutives Research  Foundation 
notes  that  Bechtel  Corp.,  the 
global  engineering  group,  some- 
times arranges  to  be  paid  in  a 
basket  of  currencies  that  mir- 
rors what  it  must  lay  out  to  cov- 
er its  costs.  And  wmx  Technol- 
ogies Inc.,  a  waste-management 
company  based  in  Oak  Brook, 
111.,  guards  against  sudden 
spikes  in  interest  rates  by  stag- 
gering maturities  of  its  debt. 
"We're  not  traders,"  says  cfo 
James  E.  Koenig.  "We're  not 
trying  to  beat  anybody." 

Whether  you  regard  your- 
self as  a  trader  or  not,  be  sure 
you  can  calculate  the  value  of 
every  hedge.  That  will  alert 
you  to  possible  losses  and  give 
you  the  data  you  need  to  crash- 
test  your  portfolio  with  worst- 
case  simulations.  "You  must  be 
in  a  dialogue  with  the  system 
every  day,"  advises  Rolf-Mi- 
chael Reinhardt,  a  foreign-ex- 
change dealer  at  the  German 
chemical  giant  basf. 

This  is  especially  important 
in  the  case  of  complex  lever- 
aged instruments.  Fortunate- 
ly, you  can  now  buy  sophisti- 
cated software  packages  that 
collect  data  and  make  value  as- 
sessments that  are  as  accurate 
as  those  used  by  banks.  For  ex- 
ample, Zurich-based  Olsen  & 
Associates  supplies  treasurers 
with  a  currency-trading  model 
that  uses  millions  of  second-by- 
second  price  changes  around 
the  world  to  help  identify 
broad  valuation  trends.  Banks 
are  also  improving  the  quality 
of  information  they  give  to 
their  customers.  J.  P.  Morgan 
&  Co.  in  October  began  mak- 
ing available,  free  for  the  ask- 
ing, the  system  it  uses  to  measure  its  own  vulnerabilities  in 
debt  instruments,  currencies,  equities,  and  swaps. 

Finally,  emulate  the  best  in  the  business.  Plenty  of  corpo- 
rations hedge  responsibly,  successfully,  and  carefully.  Finan- 
cial experts  rank  Coca-Cola,  Colgate-Palmolive,  FMC,  Ford, 
Lexmark,  McDonald's,  Merck,  Mobil,  3M,  and  Union  Carbide 
among  the  very  best.  Why?  Their  boards  have  clear  policies 
for  hedging.  Financial  managers  know  trading  limits  in  ad- 
vance, and  know  who  they  must  see  to  obtain  approval  for  big 
deals.  They  also  have  developed  sophisticated  analytical  skills. 
Says  Abraham  George,  a  risk-management  expert  who  runs 
Multinational  Computer  Models  Inc.,  in  Fairfield,  N.  J.,  "They 
just  don't  go  out,  buy  instruments,  and  make  money." 

With  derivative  losses  still  shaking  up  financial  markets, 
few  cfos  are  likely  to  be  taking  that  approach.  But  many 
still  need  to  improve  even  their  simplest  hedging  strategies 
before  they  can  sleep  well  at  night. 

By  William  Glasgall  in  Neiv  York, 
with  Greg  Burns  in  Chicago 


Emulate  the 
best.  Among 
them:  Ford, 
Merck,  Mobil, 
Coca-Cola,  and 
Lexmark 


DEFT  PLAY  WITH 
DERIVATIVES 

Dumping  dogs  isn't  the  only  option 

Just  call  them  "The  Fixers."  Their  job:  extricating  in- 
vestors from  some  of  Wall  Street's  most  complex  secur- 
ities. Their  clients:  the  mutual  funds,  pension  funds,  and 
other  big  investors  who  bought  derivative  securities  as  hedg- 
es and  bets  on  falling  interest  rates  and  logged  huge  losses. 

With  the  cumulative  damage  from  derivatives  approaching 
$9  billion,  business  is  booming  for  the  fixers.  At  first,  as 
interest  rates  began  rising  sharply,  sending  the  value  of  the 
securities  into  a  tailspin,  panicked  investors  dumped  their 
holdings.  But  now  they  find  they  have  more  options.  Rather 

than  coming  hat  in 
hand  to  the  firm  that 
created  the  deriva- 
tive,  investors  find 
themselves  being  wooed  by  rival  firms  eager  for  new  busi- 
ness. And  both  Wall  Street  and  the  growing  ranks  of  indepen- 
dent risk  consultants  are  showing  clients  better  ways  to  deal 
with  derivatives. 

Even  the  big  investment  banks  are  joining  the  ranks  of  the 
fixers.  "We're  saying  that  we  didn't  necessarily  sell  you  that 
security,  but  we  can  help  you  defuse  the  risk,"  says  Peter  W. 
Bennett,  a  managing  director  at  J.  P.  Morgan.  The  resourc- 
es and  client  interest  in  restructuring  derivatives  at  J.  P. 
Morgan  is  three  times  greater  this  year  than  last  year, 
he  says. 

Defusing  risk  doesn't  mean  getting  rid  of  a  security.  "Don't 
panic  and  get  out  at  a  low  price,"  says  Heinz  Binggeli,  man- 
aging director  of  Emcor  Risk  Management  Consulting  Corp. 
in  Irvington,  N.  Y.  "Do  the  restructuring  yourself  and  lock  in 
the  loss,  unless  you  think  the  price  will  improve."  For  exam- 
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HANG  ON  TO  THE  SECURITY 

H  Don't  panic  and  get  out 
at  a  low  price.  Do  the 
restructuring  yourself  7  J 

—  HEINZ  BIXGGELI 

pie,  he  says,  a  client  could  restructure  a  so-cal 
inverse  floater  and  get  a  better  overall  reti 
than  if  they  sold  to  a  dealer. 

The  rate  on  inverse  floaters  moves  dramatic 
ly  in  the  opposite  direction  to  interest  rates, 
vestors  bought  these  securities  by  the  bushel 
W^t    capitalize  on  falling  rates.  Two  years  ago,  a  bi 
9|    er  of  a  turbocharged  5-year  inverse  floater  gc 
coupon  of  4.75%,  plus  a  sweetener  that  magnif 
[K    the  yield  all  the  way  up  to  a  lip-smacking  21 
j3|    But  today,  with  short  rates  way  up,  what  d< 
■'  "  the  holder  have?  A  note  that  pays  no  inter 

and  has  a  value  of  81c  on  the  dollar. 

Dump  it?  No,  says  Binggeli.  He  suggests 
*V        *=*     ducing  the  interest  rate  risk  by  doing  a  "reve: 
transaction"  that  is  the  mirror  image  of  the  or 
==a=g«i      inal  <<iu\  Tin-  interest  rate  ri>k  in  the  old  agr 
ment  is  offset  by  the  new  agreement.  And  1 
holder  still  gets  the  4.75%. 

The  fixers  say  their  major  task  is  to  explain  to  their  clie 
the  pros  and  cons  of  holding  on  to  derivatives.  "In  more  ti 
one  case,  the  decision  has  been  to  hold  on  to  a  portfolio  oi 
the  risk  has  been  understood,"  says  James  Midanek,  of  S 
on  Asset  Management,  in  Walnut  Creek,  Calif.  The  risk  fr 
the  derivatives  may  be  balanced  out  by  rejiggering  otl 
parts  of  the  client's  portfolio,  possibly  reducing  interest  r; 
risk  or  increasing  liquidity  elsewhere. 
ALL  but  THE  KITCHEN  SINK.  Some  securities,  however,  si 
as  "kitchen  sink"  bonds,  which  combine  the  riskiest  porti< 
of  mortgage-backed  bonds,  should  almost  always  be  sc 
says  Midanek.  "They  make  analysis  very  difficult,"  he  sa 
"I  don't  care  how  big  your  computer  is,  you  can't  get  y( 
arms  around  them." 

But  the  fixers  maintain  that  they  can  help  tip  the  scales 
a  seller's  favor.  Binggeli  cites  an  example  involving  a  Sou 
western  pension  fund.  The  fund  held  currency-linked  no 
but  didn't  know  how  to  value  the  securities  and  had  been  s 
ing  them  back  to  their  dealer  for  80e  on  the  dollar.  Bing£ 
analyzed  the  securities  and  explained  how  they  were  be: 
priced  in  the  market.  As  a  more  educated  consumer,  1 
fund  approached  a  different  dealer,  explaining  why  the  no 
were  worth  83c  on  the  dollar.  After  factoring  in  a  profit,  I 
dealer  bid  81.5c  on  the  dollar.  A  p> 
ny  and  a  half  may  not  seem  like  a  I 
But  on  a  note  with  a  face  value  of 
million,  that  meant  that  the  pens 
fund  netted  $750,000  more. 

Unwinders  say  that  companies  ■ 
go  too  far  in  ridding  themselves 
derivatives,  especially  when  thi 
derivatives  are  used  for  hedginj 
not  speculating.  Says  Tanya  S.  Bee 
a  principal  at  Manhattan-based  C 
ital  Market  Risk  Advisors  In 
"We've  seen  situations  where  a  cc 
pany  purged  itself  of  derivatives  i 
the  result  was  even  greater  risk  tl 
it  had  before." 

By  Suzanne  Woolley  in  New  Yt 
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Cordless  phone  with 
"corded"  clarity 
$79.99  *43-1005pp 


Organizer/ calc  with 
clock  and  scheduler 
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Handheld  LCD 
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anyw  here  in  the  U.S.  via  FedEx®  delivery  sen  ice — 
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Digital -tuning 
pocket  color  TV 
$139.99  *i6-i64Pp 


Radio-controlled 
Off  Road  Tiger  4x4 
Sale  $49-99 

-ut-  i!13pp,  reg  $59.99 


Optimus portable 
compact  disc  player 
Sale  $99-99 

»42-5042pp,  reg  $119  99 


For  product  warranty  information,  write 
Customer  Relations,  1400  One  Tandy 
Center.  Fort  Worth,  Texas  76102 


MAJOR  MARKET 
MELTDOWN? 

Unlikely.  The  system  is  surprisingly  secure 

The  financial  blows  dealt  by  rising  interest  rates  last 
spring  hit  novices  and  pros  with  equal  force.  Private 
money  managers  and  major  corporations  alike  suffered 
devastating  losses.  Had  any  of  the  large  institutional  players 
failed,  some  firms  trading  with  them  could  have  been  forced 
to  close  down,  which  could  have  set  off  a  chain  reaction.  That 
reminder  of  the  potential  for  disaster  has  raised  anew  a  trou- 
bling question:  How  vulnerable  is  the  global  financial  sys- 
tem to  a  major  meltdown? 

The  answer — surprisingly — seems  to  be 
not  very.  Sure,  technology,  exotic  financial 
instruments,  and  the  growing  globalization  of 
markets  mean  that  disturbances  can  be  am- 
plified and  more  widely  felt.  But  since  the 
1987  stock  market  crash,  central  bankers, 
regulators,  and  stock  exchanges  have  im- 
posed new  protections,  from  trading  curbs 
to  increased  capital  requin  ments.  It  is 
also  true  that  the  presence  01  many  more 
players  in  the  capital  markets  today  than 
there  were  a  decade  ago  helps  to  spread  the 
risks.  "The  chance  that  a  major  economic 
shock  would  result  in  the  domino  failure  of  •f/hry\7''l 
major  financial  institutions  has  declined," 
contends  Franklin  R.  Edwards,  a  professor  at   


the  Columbia  University  Graduate  School  of  Busine 
More  changes  are  in  store.  Several  widely  publicized  1( 
es  earlier  this  year  from  the  use  of  derivatives  have  goai 
officials  around  the  world  into  a  broad  examination  of 
adequacy  of  the  capital  "cushions"  for  these  new  produ 
And  they  are  pressing  for  new  disclosure  requirements 
companies  using  them.  For  their  part,  many  companies,  se 
ing  to  avert  similar  problems  with  their  treasury  operatic 
are  taking  steps  to  tighten  their  internal  controls. 
SHOCK  ABSORBERS.  The  1987  crash  was  a  turning  point 
managing  systemic  risk.  The  Oct.  19  debacle  exposed  d 
flaws  in  the  financial  system,  ranging  from  outmoded  trad 
systems  to  slow  settlements  of  trades.  So-called  "cir< 
breakers"  installed  by  the  New  York  Stock  Exchange  in  li 
which  limit  program  trading  in  volatile  periods,  have  b 
credited  with  reducing  the  severity  of  stock  market  swir 
The  Big  Board  has  also  upped  the  capital  requirements 
its  specialists.  And  it  now  has  a  hot  line  to  regulators,  wh 
allows  better  communication  during  market  crises.  "The  1 
crash  was  clearly  a  call  to  everyone  to  sh 
up  their  systems,"  says  Susan  M.  Phillip: 
governor  of  the  Federal  Reserve  Boa 
Regulators  also  scrutinized  ways  to 
prove  global  clearing  and  settlement  pre 
dures  in  the  wake  of  the  crash.  In  1987,  c 
moded  systems  made  settling  trades  a  leng 
process  in  the  U.  S.  and  Britain,  taking  uj 
15  days  in  Britain.  Those  delays  increased 
risk  that  firms  would  get  into  trouble  dur 
times  of  market  turbulence,  for  some  wo 
still  be  waiting  to  be  paid  for  old  trades  e1 
as  they  were  trying  to  react  to  new  mar 
price  swings. 

The  collapse  of  Drexel  Burnham  Lamb 
Inc.  in  1990  underscored  the  risks  of  slow  f 
tlement.  When  Drexel  was  on  its  last  legs, 
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Because  while  others  watch  the  clock, 
we  know  that  time  is  money 

Speed  is  often  the  difference  between  success  and  failure.  And  as  a  wholesale  bank 
with  a  full  range  of  financial  and  investment  banking  services,  we  routinely  deliver 
fast,  innovative  answers  to  corporate  financial  needs.  We'll  give  you  support  for 
the  long  term,  too.  We're  The  Long-Term  Credit  Bank  of  Japan. 


The  Long-Term  Credit  Bank  of  Japan,  Limited 

Tokyo,  London,  Paris,  Brussels,  Frankfurt,  Zurich,  Milan,  Madrid,  New  York,  Chicago,  Los  Angeles,  Greenwich,  Philadelphia,  Toronto,  Atlanta,  Dallas, 
Mexico  City,  Sao  Paulo,  Hong  Kong,  Singapore,  Seoul,  Bangkok,  Labuan,  Beijing,  Shanghai,  Guangzhou,  Kuala  Lumpur,  Jakarta,  Sydney,  Melbourne 
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stitutions  that  had  committed  to  mortgage-backed  securities 
trades  with  the  firm  balked  at  delivering  securities  they  owed 
Drexel.  Their  fear  was  that  Drexel  would  close  its  doors  in  the 
interim  and  not  deliver  on  its  side  of  the  transactions.  The  en- 
suing, potentially  destructive  gridlock  in  the  mortgage-backed 

securities  market 
ended  only  when 
banks  made  it  clear 
they  would  lend 
Drexel  enough  money  to  meet  its  obligations. 

In  the  wake  of  the  Drexel  problem,  the  mortgage  market 
has  modernized  its  practices  to  speed  settlement.  And  now, 
thanks  to  a  Securities  &  Exchange  Commission  rule  adopted 
in  1993,  equity  and  corporate  bond  trades  in  the  U.  S.  will  be 
settled  in  three  days  by  the  middle  of  1995,  down  from  the  cur- 
rent five.  "The  market  can  deal  with  almost  anything  as  long 
as  people  think  they'll  get 
paid,"  says  E.  Gerald  Corri- 
gan,  the  former  president 
of  the  Federal  Reserve 
Bank  of  New  York  who  is 
now  chairman  of  interna- 
tional advisers  at  Goldman, 
Sachs  &  Co. 

Regulators  have  also 
been  working  to  strengthen 
the  banking  system.  In 
1988,  central  bankers  estab- 
lished risk-weighted  capi- 
tal requirements  that  gave 
banks  incentives  to  stick  to 
low-risk  investments  and 
businesses.  And  since  1990, 
thanks  largely  to  low  inter- 
est rates,  commercial  banks 
around  the  globe  have  built 
up  hefty  capital  cushions  to 
help  them  weather  losses. 
The  Treasury  Dept.  says 
capital  levels  at  U.  S.  banks 
are  at  a  30-year  high. 
speed  traps.  Dangers  re- 


DEALING  WITH  GLOBAL  FINANCIAL  RISKS 

Progress  has  been  made  on  many  fronts: 

CAPITAL  Higher  bank  capital  standards  take  into  account  credit 
risk  from  some  derivative  instruments 

MARKET  VOLATILITY  Controls  put  in  place  after  the  1987  crash  de- 
crease the  likelihood  of  wild  market  swings 

TRANSACTION  CLEARING  Improvements  in  settlement  and  clear- 
ing procedures  promise  to  reduce  the  number  of  transactions  out- 
standing across  the  system 


cause  a  chain  reaction  of  failures.  Firms  could  find  thl 
selves  short  millions  of  dollars  if  they  paid  for  a  trade  with! 
failed  firm  but  did  not  receive  what  they  were  owed.  T| 
could  severely  imperil  currency  markets. 

Commercial  bankers  and  central  banks  are  working  toj 
duce  this  type  of  exposure.  Beginning  in  1997,  the  Federal  I 
serve  will  open  its  Fedwire  payments  system  eight  hcl 
earlier,  at  12:30  a.m.  And  U.  S.  and  European  banks  are  esll 
lishing  clearinghouses  for  foreign  currency  transactions  t| 
will  reduce  the  number  of  trades  outstanding  at  any  one  til 
"By  1997,  Herstatt  risk  will  be  substantially  or  complell 
eliminated,"  predicts  New  York  Fed  President  Willianl 
McDonough. 

NOT  VERY  REVEALING.  Limited  disclosure  rules  create  J 
other  major  risk.  Today,  many  investors  are  basically  flji 
blind  when  they  plunk  their  money  down  on  mutual  ful 

that  invest  in  risky  finl 
cial  instruments  or  in  | 
predictable  emerging-cog 
try  markets.  That  rai| 
the  risk  that  downturn! 
those  markets  could  s»| 
investors  scrambling  to  I 
And  when  players  in  I 
derivatives  markets  cv| 
deal,  it's  hard  to  know  l| 
much  exposure  each  hasj 
the  other  side — and  hi 
certain  it  is  they  willl 
paid  what  they  are  owl 
"The  current  account! 
rules  [relating  to  distj 
sure]  are  woefully  inaj 
quate,"  warns  former  j 
curities  &  Excharl 
Commission  Chairn! 
Richard  C.  Breeden. 

Problems  with  disclosl 
are  now  attracting  maj 


main,  of  course.  Globaliza 

tion  and  the  speed  with  which  transactions  move  today  mean 
that  problems  can  spread  more  quickly,  for  one  thing.  The  fail- 
ure of  a  major  Japanese  bank  could  cause  losses  for  lenders 
ranging  from  Merrill  Lynch  &  Co.  to  Deutsche  Bank  to  a 
small  regional  bank  in  France.  Adding  to  the  developing  risks 
is  the  fact  that  investment  houses'  ongoing  development  of 
new  hybrid  and  derivative  securities  means  that  new  and 
potentially  destabilizing  dynamics  are  constantly  being  in- 
jected into  the  market.  "A  lot  of  good  things  have  been  done," 
says  Corrigan.  "But  there  is  no  shortage  of 
issues"  remaining  to  be  resolved. 

One  potential  problem  that  has  yet  to  be 
eradicated  is  a  type  of  settlement  risk  dubbed 
Herstatt  risk,  named  for  the  failure  of  a  Ger- 
man bank,  Bankhaus  Herstatt,  in  1974.  When 
the  bank  was  closed,  time-zone  differences 
left  it  with  huge  dollar-mark  trades  still  unset- 
tled. In  response,  the  major-cu  -ency  pay- 
ment systems  nearly  ground  to  a  halt.  The  -nY'AHdK 
big  differences  in  trading  hours  amc  ig  firms 
in  the  $1  trillion-a-day  market  conduits  to 
create  settlement  delays  and  bottleneck:  An 
October  report  by  a  committee  sponsored  by 
the  New  York  Federal  Reserve  warned  that 
unless  this  problem  is  addressed,  the  risk  re- 
mains that  the  collapse  of  a  major  player  could   


But  much  remains  to  be  done: 
DISCLOSURE  Better  disclosure  is  needed  on  risk  posed  by  emerging 
market  investments,  derivatives,  and  other  volatile  instruments 

CROSS-MARKET  RISK  Improved  global  market  linkages  would  re- 
duce risk  in  foreign  exchange  transactions 

RISK  MEASUREMENT  More  sophisticated  measures  of  risk  from 
major  moves  in  interest  rates,  currencies,  and  other  markets  could 

_aWi_n  setting  ba_nk_c_apital_leyel_s   Fnternational  attention.  I, 

data  federal  reserve,  new  york  stock  exchange,  business  week  and  international  accoul 

ing  groups  are  working 
develop  rules  that  wouldj 
quire  standard  and  understandable  disclosure  of  risks  stemrd 
from  major  movements  in  financial  markets  by  every  corpcl 
tion  exposed  to  those  shifts.  And  the  sec  is  working  with  ij 
tual-fund  companies  to  develop  one-page  summaries  for  md 
al-fund  prospectuses  that  lay  out  clearly  a  fund's  risking 
Though  a  broad  breakdown  in  the  system  seems  less  lil 
ly  now  than  it  once  did,  few  participants  in  the  market 
complacent.  "No  one  ever  wants  to  dismiss  the  small  proba 
ity  that  a  large  problem  could  occur,"  says  the  Fed's  P) 
lips.  Though  disclosure  has  increased,  th 


are  vast  sections  of  the  global  financial  marl 
that  remain  largely  invisible,  which  could  pi 
mit  large  structural  defects  to  develop  una 
tected.  Still,  the  reforms  of  the  past  few  yel 
suggest  that  risk  management  and  disclosl 
will  get  continuing  attention  in  the  com* 
months  and  years.  That  will  never  make  u 
markets  completely  safe,  but  it's  a  clear  si 
in  the  right  direction. 

By  Amy  Barrett  in  Washington,  w\\ 
Phillip  L.  Zweig  in  New  York 
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"WAITING  IN 
LINE  TO  CHECK-IN 
IS  ONE  OF  LIFE'S 
LEAST  PRODUCTIVE 
ACTIVITIES. 
SO  WE  DID 
AWAY  WITH  IT." 


Time-consuming  guest  registration  forms  are  a  thing  of  the  past  with 
Harriott's  Express  Check-in.  Call  your  travel  agent  or  1-800-228-9290. 

^Xarnott 

HOTELS  RESORTS  SUITES 


WE  MAKE  IT  HAPPEN  FOR  YOU; 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

PSYCHED  UP  FOR 
A  HOSPITAL  BUYOUT? 

Will  Weinstein  thinks  he  has  found 
the  next  batch  of  takeover  bets  in 
health  care:  operators  of  hospitals  and 
nursing  homes.  In  this  group,  he  sees 
Community  Psychiatric  Centers  as  the 
most  attractive  and  cheapest  stock, 
currently  trading  at  13. 

Weinstein,  who  heads  the  San  Fran- 
cisco investment  firm  Genesis  Merchant 
Group,  is  convinced  that  big  hospital- 
management  companies  as  well  as  large 
HMOs  have  started  positioning  them- 
selves to  become  giant  "supermarkets" 
of  the  hospital  industry. 

"Before  long,  we  will  see  only  about 
five  major  companies,  with  each  pro- 
viding all  kinds  of  health-care  facilities 
and  services  under  one  roof,"  says 
Weinstein,  a  director  of  Beverly  En- 
terprises, one  of  the  largest  such  out- 
fits. The  improving  economics  and  fun- 
damentals of  the  industry,  he 
maintains,  have  propelled  this  change. 
After  a  depressed  period  of  divesti- 
tures, hospitals  are  on  their  way  to  full 
recovery  and  expansion,  he  notes.  The 
flurry  of  takeovers  and  consolidation 
means  that  giants  such  as  Colum- 
bia/HCA  Healthcare  will  continue  to  ac- 
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quire  hospital  chains,  and  HMOs  will  do 
the  same  in  their  group. 

Before  they're  finished,  he  says, 
these  groups  will  gobble  up  outfits  such 
as  Community  Psychiatric,  which  oper- 
ates 47  centers — with  about  4,000 
beds — in  California  and  other  states, 
plus  Britain  and  Puerto  Rico.  The  cen- 
ters provide  drug  therapy,  alcohol  reha- 
bilitation, and  occupational  and  recre- 
ational therapy.  The  company  also  owns 
12  transitional-care  hospitals — for  pa- 


WILL  WEINSTEIN 


tients  stable 
enough  to  be  re- 
leased from  the 
hospital  but  still 
too  ill  to  go 
home  or  to  a 
nursing  facility. 

After  a  loss 
last  year,  which 
was  caused  in 
part  by  charges 
for  restructur- 
ing, Community 

Psychiatric  Centers  is  back  on  track, 
analysts  think.  "Solid  second-quarter 
results  have  reinforced  our  conviction 
that  the  stock  has  long-term  apprecia- 
tion potential,"  says  Oppenheimer  an- 
alyst Lori  Price.  Part  of  this  is  due  to 
further  improvement  in  its  core  psy- 
chiatric operations,  says  Price,  who 
sees  earnings  of  40(2  a  share  this  year 
and  $1  in  1995.  Even  without  a  take- 
over, Weinstein  believes  the  stock  price 
will  double  in  the  next  12  months. 

CHIPMAKERS  HAVE 
TEHCOR  SIZZLING' 

For  a  small  company,  Tencor  Instru- 
ments has  mighty  big  customers:  In- 
tel, Motorola,  and  Advanced  Micro  De- 
vices. And  there's  nothing  small-time 
about  its  stock  performance.  Tencor, 
which  makes  testing  systems  for  semi- 
conductor wafers,  has  rocketed  from  9 
a  year  ago  to  35  recently.  Some  inves- 
tors may  be  bailing  out,  but  not  some 
major  institutional  holders  who  own 
big  chunks  and  are  buying  more.  What 
gives? 

It's  "growth — more  to  the  point,  siz- 
zling growth  up  ahead,"  explains  Ar- 
nold Schmeidler  of  A.  R.  Schmeidler  in 
New  York.  Try  this  for  size:  After 
Tencor  earned  43(2  a  share  in  1992  and 
66^  last  year,  analysts  expect  the  figure 
to  zoom  to  $1.40  this  year  and  $1.80 
next.  Revenues  are  projected  to  jump 
from  $120  million  this  year  to  $200  mil- 
lion next  year. 

"Tencor  is  one  elegant  way  to  play 
the  red-hot  semiconductor  business," 
says  Schmeidler.  He  thinks  Tencor's 
1995  earnings  will  outdo  the  consensus 
estimate  and  hit  $2  a  share.  So  he  sees 
the  stock  price  hitting  50  in  a  year. 

Explains  Schmeidler:  "The  more 
plants  Intel  and  Advanced  Micro  De- 
vices build  to  produce  semiconductor 
wafers  and  chips,  the  more  demand 
there  will  be  for  Tencor's  innovative 
testing  systems."  They're  used  to  lo- 


cate, count,  and  characterize  particles 
contamination,  and  other  defects  o: 
wafers.  Its  products  will  be  importan 
in  making  16-  and  64-megabit  dynami 
random-access  memories. 


A  HEE-HAW  PLAY 
IN  VEGAS  

In  the  booming  gaming  world,  Las  Ve 
gas  Entertainment  Network  has  bee 
a  big  bust,  with  its  stock  hitting  lKc  o 
Oct.  17,  down  from  8  last  year.  Bu 
some  pros  have  scooped  up  shares  late 
ly — to  enjoy  what  "we  expect  will  be 
nice  ride  up,  finally,  through  the  nex 
couple  of  years,"  says  Chris  Heltor 
who  heads  the  equity  department  a 
BankAmerica.  He  thinks  plans  to  ren 
ovate  the  company's  20-acres  on  th 
Las  Vegas  strip  will  soon  get  off  th 
ground.  The  hotel,  formerly  the  E 
Rancho  Hotel  &  Casino,  has  800  gues 
rooms  and  a  52-lane  bowling  allej 
Part  of  the  problem  stemmed  fror 
delays  in  putting  up  a  new  building — t 
be  shaped  like  two  40-story  cowbo, 
boots  and  named  Countryland  USA  He 
tel  &  Casino.  The  holdup  was  cause* 
by  lack  of  financing.  But  now,  a  Dalla 
investment  bank  has  committed  $3 
million  for  construction,  followed  by 
further  $150  million. 

But  that  isn't  all  that's  promptin 
bullishness  on  the  stock.  One  big  com 
pany  that  owns  a  casino  and  severs 
gambling  riverboats  in  Branson,  Mo 
has  met  with  Las  Vegas  Entertainmen 
to  talk  about  buying  a  big  stake  in  th 
company.  This  operator  wants  to  man 
age  and  control  Countryland  USA 
Las  Vegas  Entertainment  also  plan 
to  launch  Las  Vegas  Country  Televi 
sion  Network,  which  would  featur 
country-western  entertainment  an 
other  shows  on  the  Las  Vegas  strip 
says  Joseph  Corazzi,  chairman  and  CE( 
Another  boost  for  shareholders:  La 
Vegas  Entertainment  plans  to  form  tw 
divisions — one  the  Countryland  hotel 
casino  and  the  other  the  Las  Vega 
Communications  unit,  which  would  op 
erate  the  TV  network.  Then,  ther 
would  be  a  special  dividend,  consistin 
of  one  share  of  the  casino-hotel  an 
three-quarters  of  a  share  of  the  televi 
sion  network.  "It's  a  case  where  th 
pieces  of  the  company  are  worth  mor 
than  what  the  stock  is  currently  sellin 
for,"  says  James  Walker  III,  a  senio 
vice-president  at  the  investment  firm  c 
Auerbach,  Pollak,  &  Richardson  i:| 
Stamford,  Conn. 
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The  Distinction  Between  Seeing  and  Vision. 


If  you've  watched  the  world  of 
ness  over  the  last  decade,  you  saw 
irn  a  lesson:  What  you  see  isn't  nec- 
rily  what  you  get. 

Companies  looking  for  new  financ- 
:got  complicated  transactions  that 
sight  of  the  objectives.  CEOs  looking 


for  solutions  just  got  more  problems. 
Investors  looking  for  consistent  returns 
got  anything  but. 

Except  for  investors  with  vision. 

They  insisted  on  sound  opinions 
based  on  objective  analysis  that  offered 
clear'  guidance.  From  a  company  upon 


whose  judgment  they  could  rely. 

So  before  you  come  to  your  next 
investment  decision,  call  S&R 

We  can  give  you  fresh  insights. 

Standard  &  Poor's 

A  division  of  McGraw-Hill,  Inc. 
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The  Corporation 


MANAGEMENT 


TRADITION 

BE  DAMNED 


Matsushita's  radical  restructuring  has  it  well  on  the  way  to  a  turnaround 

■  n  the  past  year,  mca  Inc. 

■  has  become  a  much-ad- 
I  mired  trophy  at  Matsushi- 

■  ta  Electric  Industrial  Co. 
And  for  good  reason.  Matsu- 
shita acquired  the  film,  tele- 
vision, and  record  company  in 
1990.  But  while  MCA's  Univer- 
sal Pictures  has  recently  spun 
out  such  movie  hits  as  Juras- 
sic Park  and  The  Flintstones, 
with  equally  impressive  prof- 
its, the  rest  of  Matsushita's 
sprawling  empire  hasn't  fared 
nearly  as  well.  A  plodding,  bu- 
reaucratic management,  com- 
bined with  a  prolonged  reces- 
sion in  Japan,  translated  into 
high  costs,  weak  sales — and 
ultimately  three  years  of  fall- 
ing profits. 

Now  the  Osaka-based  giant 
is  being  challenged  by  a  res- 
tive mca  management,  which 
wants  to  take  greater  control 
of  the  entertainment  jewel 
(page  112).  The  tumult  couldn't 
have  come  at  a  more  frustrat- 
ing time  for  Matsushita's  new 
boss,  President  Yoichi  Mori- 
shita,  who  has  been  laboring 
mightily  to  bring  the  rest  of 
the  company  up  to  mca's  glit- 
tering standards.  Twenty 
months  into  his  tenure,  Mori- 
shita  has  propelled  the  world's 
largest  consumer-electronics  company 
into  the  most  aggressive  management 
overhaul  in  its  history. 
TOUGH  TARGETS.  The  changes  at  Mat- 
sushita, long  derided  as  an  also-ran  to 
innovative  Sony  Corp.,  have  come  to  de- 
fine the  risutora,  or  restructuring,  under 
way  throughout  Corporate  Japan  as  it 
struggles  with  the  aftermath  of  the  pain- 
ful recession  and  the  current  downturn 
in  exports  caused  by  a  soaring  yen.  In- 
stead of  depending  on  a  centralized  bu- 
reaucracy, Morishita  is  slashing  his 
headquarters  staff.  He  plans  to  transfer 
6,000  corporate  administrators  to  hands- 
on  marketing,  sales,  and  production  jobs. 


NOTHING  SACRED:  Morishita  is  slashing  bureaucracy  and  decentralizing  decision-makir 


The  58-year-old  ceo  has  even  challenged 
the  sanctity  of  lifetime  employment:  He 
has  begun  offering  five-year  contracts 
to  scientists  to  work  on  special  research 
and  development  projects.  "One  of  our 
biggest  challenges  in  approaching  the 
21st  century  is  improving  white-collar 
productivity,"  says  Morishita. 

Most  unusually  for  Japan — where  ex- 
ecutives generally  shy  away  from  ex- 
plicit performance  targets  by  which  they 
can  be  judged — Morishita  has  enunciat- 
ed his  goal  quite  clearly.  By  1996,  he 
wants  to  widen  profit  margins  from  1.5% 
to  5%.  He  seems  to  be  making  progress: 
Matsushita's  pretax  profits  rose  12%  in 


the  fiscal  first  quarter  ended  in  J  urn 
$376  million,  while  sales  rose  by  39. 
$16.4  billion.  That's  a  profit  margi 
2.3%.  Analyst  Joseph  Osha  of  Bai 
Securities  (Japan)  Ltd.  figures  that  1 
sushita's  profits  could  climb  32% 
year — to  $1.9  billion — even  thougl 
revenue  is  expected  to  remain 
changed  at  $66  billion  (chart).  The  c 
pany's  margins  could  climb  to  2.9? 
a  result. 

That  would  represent  quite  a  ti 
around  for  Matsushita.  In  recent  y< 
the  company  depended  heavily  on  te. 
sions,  vcrs,  and  stereos  sold  under  i 
brand  names  as  Panasonic,  Technics, 
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.sar.  Together  with 
le  appliances,  these 
-margin  goods  ac- 
nted  for  41%  of 
:sushita's  sales, 
i  the  rest  of  its  rev- 
i  coming  from  elec- 
nie  components, 
hen  appliances,  and 
istrial  machinery 
rt,  page  110).  But 
ther  Asian  nations 
an  making  the 
e  products — and 
ig  so  more  cheap- 
Matsushita's  sales 
iped.  Still,  its  costs 
ained  high.  As  at 
r  Japanese  compa- 
,  Matsushita's  sales 

profit  growth 
led  so  automatic  in 
1980s  that  runaway 
insion  of  unproduc- 
headquarters  staff 
t  unnoticed, 
orishita's  prede- 
,or,  Teruo  Tanii, 

responsibility  for 
:ompany's  sagging 
mes  and  resigned 
ptly  in  February, 
..  Officially,  Tanii 
he  was  leaving  to 


ie  for  a  spate  of 
-profile  embarrassments  at  Matsu- 
i.  In  one  incident,  the  company  had 
x  or  replace  700,000  defective  re- 
lators. The  cost:  $300  million  and 
;  of  its  corporate  prestige.  But  most 
stry  insiders  believe  he  was  forced 
ay  Chairman  Masaharu  Matsushi- 
on  of  the  company's  late  founder, 
jsuke  Matsushita.  Tanii's  sudden 
irture  sent  Shockwaves  through 
.n's  corporate  world,  where  ceo 
ers  are  almost  unheard  of.  It 
ied  especially  unthinkable  at  Matsu- 
i,  long  a  bastion  of  conservative 
igement. 

ie  next  surprise  came  when  Chair- 
Matsushita  tapped  Morishita  to 
the  company.  The  most  junior  of 
;ushita's  executive  vice-presidents, 
shita  was  never  considered  a  true 
inder  for  the  top  spot  by  Matsushi- 
itchers.  Age  wasn't  his  only  hand- 
Since  joining  the  company  in  1957, 
shita  had  worked  almost  exclusive- 
sales,  including  supervising  the 
•orate  Industry  Sales  Div.  Matsu- 
had  always  been  headed  by  an  en- 
ir.  Still,  his  selection  sent  a  strong 
il  that  the  company  wanted  a  clean 
k  with  its  past.  That  view  was  re- 
ced  when  the  company  failed  to 
ex-CEO  Tanii  on  its  board,  as  is 
imary  in  Japan.  "It's  obvious  [Mo- 
ta]  has  a  clear-cut  mandate  for 


Matsushita  Retools 
Management 

Sets  clear  performance  goals 

to  motivate  its  executives,  such 
as  boosting  its  profit  margin  to 
5%  by  1996  from  1.5%. 

Reduces  management  layers 
to  cut  costs  and  improve  effici- 
ency. A  plan  to  transfer  6,000 
administrators  to  sales, 
marketing,  and  production  jobs 
by  1996  will  further  reduce 
bureaucracy. 

Decentralizes  decision- 
making so  that  division  chiefs 
have  responsibility  for  everything 
from  product  development  to 
financing.  All  managers  must 
submit  their  own  personal 
three-year  plans  for  reviving 
their  departments  or  divisions. 

Overhauls  R&D  by  consoli- 
dating and  focusing  efforts.  By 
signing  scientists  to  five-year 
contracts,  it's  drawing  top  talent 
while  challenging  Japan's  notion 
of  lifetime  employment.  Re- 
searchers also  receive  bonuses 
based  on  the  success  of  their 
work,  not  the  company's 
performance. 


change,"  says  Chuck 
Goto,  a  managing  di- 
rector at  Smith  Bar- 
ney Shearson  Inc.  in 
New  York  who  follows 
Japan's  electronics 
industry. 

Morishita  hasn't 
wasted  much  time  ful- 
filling that  mandate. 
Within  10  months  of 
taking  charge,  the 
modest  and  affable 
CEO,  who  prefers  long, 
solitary  walks  to  play- 
ing golf  with  his  peers, 
announced  an  auda- 
cious three-year  plan 
to  get  Matsushita  back 
on  track.  He  called  his 
strategy  "Four-S  Man- 
agement"— for  simple, 
small,  speedy,  and 
strategic.  "I  wanted  to 
simplify  management," 
he  says.  "I  hate  taking 
a  long  time  to  study 
things.  I  want  to  con- 
dense things,  Ameri- 
can style." 

Decentralizing  Mat- 
sushita's management 
was  the  key  to  his 
plan.  For  starters, 


Morishita  eliminated 
an  entire  layer  of  management  at  head- 
quarters that  traditionally  oversaw  the 
company's  44  divisions.  All  were  reas- 
signed. Meanwhile,  the  heads  of  Mat- 
sushita's various  operating  divisions 
were  given  full  re-  iimniiiiriiiiii  n  imwin 
sponsibility  for  prod- 
uct development  as 
well  as  production  and 
finance.  In  effect,  each 
division  "owns"  its  fac- 
tories and  sales  offic- 
es and  has  its  own  bal- 
ance sheet.  Matsushita 
itself  acts  as  the 
"shareholder"  of  each 
division. 

This  restructuring 
has  transformed  divi- 
sion chiefs  into  entre- 
preneurs. If  they  be- 
lieve they  need 
financing,  say,  to  build 
a  new  factory,  they 
can  borrow  the  mon- 
ey from  their  parent. 
Matsushita's  current 
annual  interest  rate 
stands  at  6%.  That's 
slightly  above  the  pre- 
vailing market  rate  of 
5%,  but  Matsushita 
demands  less  collater- 
al and  allows  its  units 


90 


70 
60 
Oi 


Sales  Are  Flat 

MATSUSHITA'S 
ANNUAL  REVENUE 

BILLIONS  OF  DOLLARS 


'90 


'91 


'92 


But  Profits  May  Rise 


6.0 


4.5 


3.0 


1.5 


0. 


PRETAX  INCOME 

BILLIONS  OF  DOLLARS 


'90 


'94  Est 


91       '92  '93 
FISCAL  YEAR  ENDS  MARCH  31 
DATA  COMPANY  REPORTS,  BARING  SECURITIES  (JAPAN)  LT0 


easier  repayment  terms.  And  as  Matsu- 
shita grapples  with  endaka,  or  the 
surging  yen,  division  heads  can  decide 
independently  whether  to  move  manu- 
facturing operations  overseas  or  shift  to 
cheaper  suppliers  offshore.  Such  devo- 
lution of  power  and  focus  on  individual 
responsibility  are  rare  in  Japan,  where 
group-oriented  decision-making  has 
been  the  norm  and  micromanagement 
from  above  common.  "Our  past  presi- 
dents used  to  worry  about  everything 
from  tiny  lightbulbs  to  import  sys- 
tems," says  Mikio  Higashi,  a  managing 
director  and  the  head  of  Matsushita's 
information  equipment  division. 
MANAGEMENT  PRIMER.  In  the  same  spir- 
it, Morishita  has  required  every  man- 
ager from  the  lowest  up  to  give  him  a 
personal  "revival  plan"  for  his  own  de- 
partment or  division  for  the  next  three 
years.  "This  is  the  first  time  in  years 
that  I've  felt  such  direct  pressure  from 
one  of  our  presidents,"  confides  one  vet- 
eran manager.  And  to  make  sure  that 
his  executives,  who  number  in  the  thou- 
sands, stay  focused  on  improving  man- 
agement, Morishita  has  also  issued  each 
of  them  a  tiny  blue  booklet,  called  Es- 
sential Management,  setting  forth  his 
principles.  Matsushita  won't  reveal  the 
contents  of  the  booklet,  but  the  compa- 
ny says  it  deals  with  issues  of  greater 
autonomy  for  executives.  No  Matsushi- 
ta manager  would  be  caught  dead  with- 
out a  copy  in  his  vest  pocket  for  fre- 
quent reference. 

Morishita  is  taking  a  decidedly  dif- 
ferent tack  with  the  company's  research 
and  development  operations,  opting  for 
■■wif nwmwi -iin't-iiiiiriii in i r  centralization  to  help 
transform  new  tech- 
nologies into  products 
more  quickly.  Matsu- 
shita has  often  been 
slow  when  it  comes  to 
introducing  new  prod- 
ucts. For  example,  it 
didn't  start  marketing- 
its  version  of  the  more 
powerful  lithium  ion 
rechargeable  battery, 
a  popular  consumer 
product,  until  1993 — a 
full  two  years  after 
Sony  had  introduced 
its  battery. 

To  avoid  similar  de- 
lays, Morishita  has 
consolidated  Matsushi- 
ta's massive  $4  billion 
R&D  program,  pulling 
disparate  engineering 
sectors  into  a  Corpo- 
rate Research  Div.  to 
handle  basic  scientific- 
research.  A  similar 
Product  Development 
Div.  uses  that  research 
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to  develop  new  products.  He  also  creat- 
ed arid  chairs  an  r&d  council  of  repre- 
sentatives from  dozens  of  Matsushita's 
affiliates,  such  as  Victor  Co.  of  Japan 
Ltd..  that  meets  monthly.  "One  of  our 
biggest  challenges  is  in  reducing  the 
time  it  takes  to  get  r&d  results  to  our 
operating  divisions,"  Morishita  says. 
HEADACHES  aplenty.  While  Morishita 
has  certainly  reshaped  Matsushita's 
management,  he  still  faces  some  daunt- 
ing challenges.  Guiding  his  company 
down  the  Information  Superhighway 
may  be  his  biggest.  Former  ceo  Tanii 
had  dished  out  S6.1  billion  for  MCA,  hop- 
ing to  push  Matsushita  into  the  enter- 
tainment "software"  that  would  presum- 
ably play  a  synergistic  role  with  his 
company's  hardware.  But  mca  isn't  Mo- 
rishita's  only  media  headache  right  now. 
In  January.  1993.  Matsushita  announced 
that  it  took  an  undisclosed  stake  in  3DO 
Co..  a  Silicon  Valley  staitup  that  has 
developed  an  electronic  box  to  give  mul- 
timedia capabilities  to  ordinary  televi- 
sion sets.  The  box.  called  "Real"  in  Ja- 
pan, for  realistic,  uses  cd-roms  to  run 
computer  games  and  other  interactive 
programs.  It's  considered  crucial  to  Mat- 
sushita's entry  into  the  potentially  lu- 
crative multimedia  software  business. 

Making  the  units  under  license  from 
3DO  and  developing  games  and  other 
software  for  it.  Matsushita  hoped  to  sell 
1  million  Reals  in  Japan  during  the  first 
year.  But  since  the  machine's  debut  in 
March,  only  about  200,000  have  been 
sold  despite  price-cutting.  At  that  rate, 
Matsushita  is  having  trouble  attracting 
top  software  houses  to  design  games 
and  other  programs  for  Real.  Mean- 
while, marketing  of  a  game  based  on 
Jurassic  Park  and  developed  by  mca 
has  been  delayed  for  months.  Matsu- 
shita says  it  wants  to  make  the  game 
"more  interesting."  It's  now  due  out  in 
December.  hmmmbm 

Also  brutally  disap- 
pointing have  been  sales 
of  Digital  Compact  Cas- 
sette machines,  a  much- 
promoted  technology 
developed  with  the 
Netherlands'  Philips 
Electronics  that  allows 
the  playing  and  record- 
ing of  traditional  analog 
tapes  or  new  digital 
ones  on  the  same  port- 
able player.  Dec  com- 
petes directly  against 
Sony'-  Mini-Disc,  a  re- 
cordable portable  CD 
player — and  so  far,  the 
Mini-Disc  has  fared 
much  better  on  the  mar- 


Matsushita  at  a  Glance 

Communication  &  industrial  equipment 


Video  equipment 


Home  appliances 

13% 

nents 
_  12% 

Entertainment 

9% 

uipment 
8% 

Batteries  and  kitchen  products 

mi5% 

8% 

DATA:  COMPANY  REPORTS 


Matsushita  wants  to  lower  its 
reliance  on  low-margin  consumer 
electronics,  so  it's  centralizing 
R&D  in  an  effort  to  speed  it  up 


ket.  "This  is  difficult."  Morishita  admits. 
"We  don't  have  any  plans  to  drop  it  im- 
mediately, but  it  is  hard  to  see  how  cus- 
tomers will  eventually  respond." 

Elsewhere.  Matsushita  is  playing 
catch-up  in  liquid-crystal  displays,  one 
of  the  most  competitive  and  profitable 
products  sold  by  Japan's  electronics  in- 
dustry. Among  the  world's  top  20  man- 
ufacturers of  LCDs.  Matsushita  claims  to 
rank  about  eighth.  Sharp  Corp.  has 
staked  its  claim  to  the  No.  1  spot.  But  ! 
Matsushita  isn't  sitting  still.  During  j 
the  next  two  years.  Managing  Direc- 
wmmmmam^^^m  tor  Higashi  says,  the 
company  expects  to 
spend  S250  million  to 
boost  LCD  production 
capacity. 

But  Matsushita's 
biggest  strategic  play  in 
recent  years  was  the 
purchase  of  mca.  And 
Hollywood,  it  seemed, 
was  the  one  place  where 
Matsushita  could 
trounce  archrival  Sony. 
Last  year,  mca  produced 
S300  million  in  operat-  , 
ing  profits  on  revenues 
of  S4.1  billion,  and  some 
estimates  place  the 
unit's  current  value  at 
89  billion  to  S10  billion. 
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Sony  Pictures  En 
tainment.  by  conti 
has  been  a  big  dra: 
its  parent.  Unlike 
it  has  gained  notor 
for  turning  out 
big  box-office  flops 
most  infamous:  Ai 
Schwarzenegger's 
Action  Hero.  "We  t 
we  did  good  shopping."  said  Matsus 
Executive  Vice-President  Tsuzo  Mu 
before  the  studio  began  agitating  to 
back  control. 

At  an  Oct.  IS  meeting,  Morishits 
jected  mca  managers'  demand  for 
trol  of  the  company.  But  the  showd 
with  mca  Chairman  Lew  R.  Wasser 
and  President  Sidney  J.  Sheinb 
means  Matsushita's  biggest  foray 
enteitainment  software  may  be  dera 
"If  they  don't  move  more  into  softw 
I  don't  know  where  their  growth  is 
ing  to  come  from."  says  Peter  Wol 
senior  analyst  at  cs  First  Boston 
pan)  Ltd.  in  Tokyo. 

For  now.  sales  of  Matsushita's  tel 
sions,  air-conditioners,  and  refrig 
tors  are  booming  worldwide.  But  tl 
prosaic  businesses  aren't  the  kind 
commodities  Matsushita  can  stake 
future  on.  And  even  if  the  Japanes< 
ant  stabilizes  mca,  the  enteitainn 
company  can't  cure  all  of  its  problt 
Morishita  has  to  make  his  comp 
more  innovative  and  less  risk-ave 
With  the  rigid  corporate  culture  so 
demie  in  Japan,  the  challenge  is  bo 
to  take  every  ounce  of  salesman: 
Morishita  has  learned  over  the  ye 
Still,  it's  the  only  way  Matsushita 
ever  hope  to  make  new  additions  t( 
corporate  trophy  case. 

By  Robert  Neffin  Os 
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Take  a 
co  n  tr  o  lling 

interest 
i  n    th  e  road. 


The  new  Pontiac®  Bonneville  has  been 
enhanced  this  year  to  give  you  an  even  quicker 
return  on  your  investment.  Heartened  by  a  vigorous 

,  it  delivers 


new 

more  power  than  the  BMW  525i  and  more  torque 
than  the  Lexus  GS  300.  It  is  assertive  and  graceful. 

Commanding  a  real  feel  for  the  road,  the 
Bonneville®  comes  through  with  the  control  of 

mm  .  grip  of  gaas 

and  the  safety  of 


akes 

..all  standard. 
Yet  in  a  world  of  inflated  prices,  the 
Bonneville  is  still  almost  $15,000  less  than  the  BMW 
and  Lexus.*  Once  you've  driven  one,  we  believe 
you'll  never  look  back.  For  complete  information, 
just  call  1  800  2PONTIAC 
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|  BON  NEVILLE 

WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/36,000-mile  no-deductible  bumper-to-bumper  limited 
warranty,  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation. 
See  your  dealer  for  details.  'Based  on  MSRP  of  comparably  equipped  1 994  BMW  525i 
and  Lexus  CS  300  models.  Level  of  equipment  varies. 
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MCA:  A  RIFT  RUNS  THROUGH  IT 


It  was  billed  as  Hollywood's  equiv- 
alent of  Yalta  or  Bretton  Woods:  a 
meeting  among  potentates  that 
could  dramatically  shift  the  power 
balance  in  the  entertainment  indus- 
try. But  when  the  top  executives  of 
mca  and  its  parent,  Matsushita  Elec- 
tric Industrial  Co.,  ended  their  talks 
at  San  Francisco's  Mark  Hopkins  Ho- 
tel late  on  Oct.  18,  it  was  clear  that 
the  Japanese  giant  wasn't  giving  an 
inch.  The  standoff — pitting  mca 
Chairman  Lew  R.  Wasserman  and 
President  Sidney  J.  Sheinberg 
against  Matsushita's  President  Yoi- 
chi  Morishita — has  entered  a  new 
and  even  more  bitter  phase. 

Wasserman  and  Sheinberg  want 
their  Japanese  bosses  to  grant  them 
more  autonomy  in  running  the  stu- 
dio, which  they  sold  to  Matsushita 
for  $6.1  billion  in  1990  (page  108). 
Executives  close  to  the  two  say  they 
asked  Matsushita  to  give  them  both 
more  financial  support  and  control. 
Matsushita  refused.  Now,  the  81- 
year-old  Wasserman  is  threatening 
to  resign  at  the  end  of  1995  from  the 
company  he  has  run  for  four  decades. 
Sheinberg,  59,  hasn't  disclosed  his 
plans,  but  people  close  to  him  say  he 
may  leave,  too. 

Given  Wasserman's  long  ties  to 
mca  and  his  legendary  status  in  the 
industry,  some  Hollywood  insiders 
think  his  threat  is  merely  a  ploy  to 
force  concessions  from  Matsushita. 
Nevertheless,  as  Matsushita  weighs 
its  options,  the  question  it  must  ask 
is:  Can  its  entertainment  empire 
thrive  without  this  tough-minded 
duo  at  the  helm? 

UPS  AND  DOWNS.  Certainly,  Wasser- 
man and  Sheinberg  have  experienced 
both  triumph  and  tribulation  under 
Matsushita's  ownership,  mca's  Uni- 
versal unit  has  been  on  a  hot  streak 
recently  with  Jurassic 
Park  and  The  Flint- 
stones.  Before  that, 
though,  it  suffered  a 
three-year  drought 
with  such  high-priced 
duds  as  Far  and  Away 
and  Havana,  mca 
Records  Inc.  has  brok- 
en few  new  acts  lately, 
while  theme-park  at- 
tendance in  Orlando 
has  been  dampened  by 


recession  and  fears  of  crime.  After 
annual  revenues  increased  from  $3.4 
billion  to  $4.1  billion  since  the  acqui- 
sition, mca's  revenues  for  the  first 
fiscal  quarter  of  this  year  have  de- 
creased by  2%,  to  $1.28  billion,  says 
Yoshihide  Kondo,  an  analyst  at  Dai- 
wa  Institute  of  Research  in  Tokyo. 
More  important  than  the  numbers, 


SHEINBERG  AND  WASSERMAN:  POWER  PLAY 


nounced  he  was  teaming  up  with  mu 
sic  mogul  David  Geffen  and  former 
Walt  Disney  Co.  studio  chief  Jeffrey 
Katzenberg  to  launch  a  new  film  stu 
dio.  Conspiracy  theorists  believe  th< 
"dream  team"  venture  could  serve  a 
a  vehicle  to  acquire  mca.  People 
close  to  the  three  confirm  that  if 
Matsushita  were  to  put  mca  up  for 
l  sale,  they  would  consider  a 
bid.  Wasserman  and  Shein- 
berg are  contemplating  a  buj 
back  of  the  studio  themselvei 
but  they  didn't  broach  the  is- 
sue at  the  Oct.  18  meeting. 
HALFHEARTED.  Whether  Mat- 
sushita sells  or  stands  firm, 
its  go-slow  strategy  toward 
mca  is  coming  under  scrutiny 
Insiders  say  the  company  ha.' 
thwarted  several  Wasserman 
and  Sheinberg  initiatives  to 


Matsushita's  muted  culture  is  being  rocked  by 
the  noisy  struggle  for  control  of  its  $4.1  billion 
film,  record,  and  theme-park  subsidiary 


perhaps,  are  the  rock-solid  relation- 
ships that  Wasserman  and  Sheinberg 
have  cultivated  with  Hollywood's 
creative  elite.  A  framed  poster  of 
E.  T.  hangs  in  Sheinberg's  office, 
signed  by  "your  brother  Steven" 
Spielberg.  Sheinberg  gave  the  super- 
star director  his  first  assignment  be- 
hind the  camera.  And  if  he  and  Was- 
serman left,  so  would  Spielberg. 
That  would  probably  kill  a  Jurassic 
Park  sequel  that  Spielberg  is  plan- 
ning. Other  heavyweights,  such  as 
Ivan  Reitman  and  Ron  Howard, 
might  exit  as  well. 

Spielberg  is  important  for  another 
reason.  The  director  recently  an- 


KATZENBERG,  SPIELBERG,  GEFFEN:  "DREAM  TEAM" 


build  the  studio,  including  a  1992  bic 
to  buy  Britain's  Virgin  Records.  Mai 
sushita  has  also  been  slow  in  approv 
ing  a  $1.5  billion  Universal  Studios 
theme  park  in  Osaka.  And  executive 
close  to  mca  say  it  blames  Matsushi- 
ta's Panasonic  unit  for  a  halfhearted 
launch  of  the  3DO  Co.  interactive 
game  system,  mca  and  Matsushita 
are  both  investors  in  the  software 
company. 

Wasserman  and  Sheinberg  believi 
mca  must  join  in  the  current  flurry  < 
media  dealmaking  or  else  risk  being 
left  behind.  The  company  has  recent 
ly  explored  deals  with  two  regional 
telephone  companies,  a  joint  bid  for 
TV  network  nbc  Inc.  with  itt  Corp., 
and  an  alliance  with  cable  titan  Johr 
C.  Malone.  Without  Matsushita's  su] 
port,  though,  "Lew  and  Sid  saw 
themselves  sitting  on  the  sidelines," 
says  one  Hollywood  power  broker. 
Now,  mca's  duo  may  be  sidelined  foi 
real.  That  would  make  the  future  of 
mca — and  of  Matsushita's  invest- 
ment— murkier  than  ever. 

By  Ronald  Grover  in  Los  Angelei 
with  Mark  handler  in  New  York  an* 
Robert  Neffin  Tokyo 
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Ricoh  transforms  color  copying  into  an  art  form. 

Introducing  the  world's  most  efficiently  designed 
digital  color  copier -the  RICOH  NC5006.  Its  palette 
of  capabilities  will  astound 
you.  Like  the  world's 
fastest  first  copy -15 
?fT  ""^^     seconds.  The  world's 

Video 
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smallest  toner  particles  -  for  the  highest  quality  color 
copies.  And  the  world's  first  Display  Editor  -  for 
unmatched  editing  creativity.  The  NC5006  is  truly  a 
masterpiece  of  technology. 

For  a  private  showing, 
call  1-800-63-RICOH  and 
well  send  you  a  free  video. 
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AIRLINES 


AMERICAN  AIRLINES 
MAY  BE  TOO  HEALTHY 

With  profits  back,  labor  is  balking  at  more  sacrifices 


In  the  high-stakes  poker  game  known 
as  the  airline  industry,  American  Air- 
lines Inc.  holds  a  better  hand  than 
most.  The  Fort  Worth-based  carrier  en- 
joys healthy  cash  flow,  a  strong  brand 
name,  a  powerful  route  network,  and  a 
young  jet  fleet.  And  after  racking  up 
$1.3  billion  in  red  ink  over  the  last  four 
years,  parent  company  amr  Corp.  post- 
ed record  third-quarter  profits  of  $205 
million  before  preferred  dividends, 
while  its  first-half  operating  margin  of 
7%  beat  most  major  rivals. 

So  why  isn't  ceo  Robert  L.  Crandall 
happy?  Although  two  years  of  tough  re- 
structuring have  improved  finances, 
Crandall  must  now  tackle 
American's  sky-high  labor 
costs — and  if  he  fails,  the 
efforts  to  revitalize  Ameri- 
can may  come  to  naught. 
"In  this  game,  the  worst 
thing  in  the  world  is  hav- 
ing a  strong  hand,"  says  an 
industry  veteran. 

That's  because  Ameri- 
can's relative  success  is  hin- 
dering Crandall's  efforts  to 
slash  costs  an  additional  $1 
billion  a  year,  $750  million 
of  which  would  come  from 
workers.  Pressure  from 
low-cost  carriers  is  leading 
all  major  airlines  to  ask  em- 
ployees for  cost  relief.  But  unlike  North- 
west Airlines  Inc.,  which  won  $886  mil- 
lion in  wage  concessions  last  year,  or 
UsAir  Inc.,  now  in  talks  with  its  unions, 
Americ;.n  doesn't  face  a  crisis.  And  un- 
like United's  unions,  the  Allied  Pilots 
Assn.,  representing  9,900  American  pi- 
lots, isn't  interested  so  far  in  trading 
productivity  concessions  for  equity. 
"There  is  no  near-  or  midterm  financial 
distress  in  this  corporation,"  says  apa 
President  James  G.  Sovich. 

Credit  for  that  goes  largely  to  Cran- 
dall's extensive  efforts  to  slim  the  earli- 
er. Since  1992,  more  than  8,000  jobs  have 
been  cut.  Crandall  yanked  American  out 
of  unprofitable  peripheral  markets  and 
closed  its  San  Jose  (Calif.)  hub,  while 
strengthening  core  routes  such  as  Dallas- 
Chicago.  He  also  dropped  costly  jet  ser- 


vice to  30  small  cities,  replacing  most 
with  cheaper  turboprops.  That  has  cut 
American's  fleet  by  49  planes  from  its 
1993  peak.  "American  is  embarking  on 
the  right  strategy:  abandoning  ubiquity 
and  focusing  on  their  strategic  assets," 
says  an  executive  at  a  rival  carrier. 
PEEVED  PILOTS.  But  despite  the  cuts, 
American's  fundamental  problem  re- 
mains: Its  costs  are  too  high  in  an  in- 
dustry where  low-cost,  low-fare  carriers 
increasingly  set  prices.  The  likes  of 
Southwest,  ValuJet,  and  Continental 
Airlines  now  compete  on  40%  of  Amer- 
ican's nonstop  domestic  routes  vs.  only 
8.5%  early  last  year.  Since  Southwest 


AMERICAN'S  TURNAROUND. 

EMPLOYMENT  Has  slashed  8,200 
jobs  since  late  1992.  Now  restruc- 
turing airport  and  reservations  agent 
workforce  to  save  $130  million  a  year. 
FLEET  SIZE  By  yearend,  will  have 
cut  49  planes,  bringing  jet  fleet  down 
from  1993  peak  of  691.  Dismantled 
San  Jose  hub  and  withdrew  jet  service 
from  30  cities. 

SERVICE  To  woo  higher-paying 
customers,  now  offers  three  classes  of 
service  on  key  transcontinental  routes 
and  built  new  arrival  lounges  in 
London  and  Stockholm. 


.SHOWS  RESULTS 


DATA:  STANDARD  AND  POOR'S  COMPUSTAT,  CS  FIRST  BOSTON 

Airlines  Co.  entered  the  Baltimore-Chi- 
cago route  last  year,  American  has  cut 
one-way  business  fares  from  $335  to  as 
low  as  $89.  "If  we  don't  make  ourselves 
competitive  on  costs,  every  shred  of  ev- 
idence in  this  industry  says  we  will  go 
the  way  of  Pan  Am,"  says  Gerard  J.  Ar- 
pey,  senior  vice-president  for  planning. 

Certainly  American's  strengths,  such 
as  a  powerful  frequent-flier  program  and 
broad  international  route  system,  help 
fend  off  low-cost  rivals.  They  attract 
more  high-paying  business  travelers,  who 
produce  more  revenue  per  seat.  "They 
don't  need  much  on  the  cost  side  to  get  a 
big  earnings  swing,"  says  analyst  Michael 
W.  Derchin  of  Nat  West  Securities  Corp. 
If  labor  concessions  are  not  forthcoming, 
he  anticipates  profits  of  $467  million  for 
1995,  up  40%,  on  revenue  of  $16.8  billion. 


Yet  even  if  it  achieves  $1  billioi 
savings,  American's  unit  costs  will 
be  nearly  65%  above  Southwest's,  a 
adjusting  for  flight  length.  So  eve 
leaner  American  won't  battle  Southv 
head-on  with  limited-service,  short-] 
flights,  as  United  is  doing  in  Califoi 
with  its  Shuttle.  Instead,  American 
stick  to  longer,  full-service  flights.  Bi 
claims  that  cutting  costs,  together  \ 
higher  revenues,  will  enable  it  to  hok 
ground.  "You  don't  run  away  as  quid 
says  Robert  W.  Baker,  executive  v 
president  for  operations.  "You  sta; 
and  offer  more  seats  at  [Southwes 
prices." 

Still,  absent  immediate  financial 
tress,  American's  pleas  for  help  fron 
pilots  are  falling  on  deaf  ears — and 
apa's  decisions  will  influence  conti 
talks  next  year  with  the  Transp 
Workers  Union.  They  may  also  color 
bitration  hearings  with  flight  attenda 
who  struck  last  fall.  American  w£ 
$300  million  in  cost  cuts  from  the  pil 
But  they  denounce  American's  propo 
as  an  attempt  to  gut  work  rules, 
though  apa  head  Sovich  says  the  ui 
will  negotiate  producti 
gains,  he  rejects  the 
mand  for  $300  millioi 
savings.  "We're  not  g( 
to  set  a  fixed  dollar  gc 
says  Sovich. 

That  leaves  Crandall  a 
only  one  lever  to  press 
the  pilots:  the  threai 
shrink  the  airline  even  f 
er  and  concentrate  inv 
ment  in  more  lucrative  il 
airline  units  such  asl 
sabre  Group,  which 
eludes  the  reservations  i 
tern.  Although  sabre 
provide  only  9%  of  amr's 
tal  revenues,  Nat  West 
curities  estimates  it  will  earn  about 
of  pretax  operating  income  of  $562 
lion  this  year.  Already,  American's  f 
will  decline  by  11  more  planes  next  y 
and,  without  cooperation  from  labor, 
number  will  fall  further.  Says  Michae 
Lowry,  president  of  Aviation  Forecas 
&  Economics:  "Crandall  has  no  incen 
to  invest  in  American  Airlines." 

One  amr  board  member  warns  1 
the  pilots  are  misreading  Cranda 
they  believe  the  threats  to  downsize 
only  a  negotiating  ploy.  "They're  ; 
dead  wrong,"  he  says.  He  insists  An 
ican  will  continue  to  shrink  unless  c< 
drop — and  the  unions  will  have  to  r 
ize  that's  no  bluff.  The  question  is  \ 
soon,  and  how  much  smaller  Ameri 
will  be  by  the  time  that  happens. 

By  Wendy  Zellner  in  Da 


l  u  RiKiMf<;<;  ii/rF«  /  nrmnco  51    1  qq/i 


Dan  Pollera 
Isehn,  NJ 


Dick  Smith 
Anchorage.  AK 


Mark  Russell 
San  Diego.  CA 


Meet  the  people  who  can 
build  you  a  network  across  the  hall 
or  across  the  country. 


>ur  company's  locations  may  extend  across  thousands  of  miles.  But  ComputerLand 
o  link  them  together  as  easily  as  if  they  were  in  one  place.  Just  ask  these 
>mputerLand  owners.  They  deliver  networking,  systems  maintenance  and  systems 
egration  to  the  largest  corporations  in  America.  And  the  smallest.  And  because  each  of 
3re  than  200  ComputerLand  locations  nationwide  is  locally  owned  and  operated,  you 
a  always  expect  personalized  service  from  a  committed  business  owner.  So  if  you 
ed  a  computer  network  that  reaches  4,000  miles  —  or  even  four  feet  —  turn  to  the 
tion's  oldest  and  most  established  network  of  computer  resellers.  Call  1-800-893-6893 
lay  to  learn  more  about  how  ComputerLand  can  add  power  and  speed  to  your 
twork.  ComputerLand.  Where  business-    jj$  « 
business  means  person-to-person.  %J%Mi I IIJUlVrMil iCS 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 


The  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program 
that  included  treadmills,  weights,  walking  exercises 
and  on-site  work  hardening.  The  injured  worker  had 
the  added  benefit  of  a  team  focused  on  his  needs. 

We  Said  Take  A  Hike.  '1 

So  he  quickly  came  back  to  full  duty. 
If  you'd  like  an  insurance  company  that  knows 
how  to  build  a  strong  business, 
talk  to  Liberty  Mutual. 


LIBERTY 
MUTUAL 
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PPLE'S  MAN  IN  JAPAN 
TEPS  UP  THE  MAC  ATTACK 

ink  Sanda  is  an  insider  and  a  born  dealmaker — just  the  right  mix  to  battle  Windows 


k  ay  you've  got  a  Japan- 
ese subsidiary  with  a 
■  bigger  market  share 
"than  your  parent  com- 
'  has  at  home  in  the  U.  S. 
ict,  while  your  worldwide 
cet  share  has  stalled  at  be- 
10%,  in  Japan  you're  gain- 
several  points  a  year  and 
5  are  booming.  What  do 
do? 

you're  Apple  Computer 
you  ease  out  the  head  of 
subsidiary,  along  with  a 
dozen  other  top  exeeu- 
.  Sure,  the  group  had  done 
;mendous  marketing  job, 
leadquarters — under  new 
rf  Executive  Officer 
lael  A.  Spindler — had 
ithing  more  ambitious  in 
.  The  person  in  charge  of 
e  Japan  would  play  a  crit- 
"ole  in  the  company's  fu- 
— continuing  the  push  into 
world's  second-largest 
niter  market  and  forging 
ices  with  computer  mak- 
hat  could  flood  the  globe 
Macintosh  clones. 


GRAB  A  PARTNER:  Sanda  seeks  an 
alliance  with  a  Japanese  PC  maker 


jet  Frank  Sanda,  the  new  head  of 
e  Computer  Japan  Inc.  In  July,  the 
sar-old  executive  took  over  the  cor- 
ffice  atop  Apple  Japan's  headquar- 
overlooking  Tokyo's  National  Sta- 
ll.. He  brings  a  helpful  mix  of 
iting  experience  to  the  $1.1  billion 
nese  subsidiary — everything  from 
iads  to  cellular  phones.  Even  better, 
■ings  a  special  knack  for  dealmak- 
lapanese-style. 

I  RESPECT.  All  these  skills  will  be 
id.  For  despite  Apple's  rapid 
th — analysts  figure  it  could  grab 
of  the  Japanese  market  this  year, 
le  its  1992  share — the  Macintosh 
big  challenges.  The  most  impor- 
s  Microsoft  Corp.'s  Windows  oper- 
system.  Already,  sales  of  PCs  run- 
the  dos/v  operating  system — a 
lese  variant  of  Microsoft  ms-dos — 
rowing  even  faster  than  the  Mac's. 


dos/v,  sold  by  IBM,  Com- 
paq Computer  Corp.,  and 
other  top  PC  makers,  is  dis- 
placing older  standards 
such  as  NEC  Corp.'s  pro- 
prietary "98"  format  and 
is  expected  to  grab  28%  of 
the  market  this  year,  dos/v 
machines,  as  well  as  NEC 
pes,  can  run  Windows.  Mi- 
crosoft figures  70%  to  80% 
of  PCs  shipped  in  Japan 
now  have  Windows. 

Skillful  marketing  and 
a  strong  partnership  with 
its  local  distributor,  Canon  Sales  Co., 
helped  Apple  build  a  powerful  brand  im- 
age in  Japan.  But  Apple  also  got  lucky: 
It  took  until  mid- 1993  for  Microsoft  to 
bring  out  a  solid,  standard  Japanese- 
language  version  of  Windows.  That  gave 
Apple  Japan  more  time  to  build  a  Mac 


WHERE  APPLE 
REALLY  SHINES 


SHARE  OF  JAPAN'S 
PERSONAL-COMPUTER  MARKET 


following.  Says  Ian  W.  Diery, 
general  manager  of  Apple's 
Personal  Computer  Div.:  "We 
are  much  better  respected 
than  Windows  or  Microsoft  in 
Japan." 

Sanda's  plan  now?  Primari- 
ly, he  will  seek  new  markets. 
Apple's  best  market  in  Japan  is 
in  selling  Macs  to  offices.  Now 
it's  aiming  at  the  traditional 
U.  S.  strongholds — education 
and  home  computing.  Opera- 
tionally, he'll  stick  with  the 
"leveraged  model"  that  has 
worked  so  well.  Apple  builds 
no  Macs  in  Japan  and  sells 
through  distributors,  allowing 
the  billion-dollar  subsidiary  to 
run  smoothly  with  just  250  em- 
ployees. Such  efficiencies  and 
Apple  Japan's  35%  revenue 
growth  helped  contribute  to 
the  company's  surprisingly 
strong  1994  earnings — net  in- 
come jumped  from  $87  million 
to  $310  million  as  sales  rose 
from  $8  billion  to  $9.1  bil- 
lion for  the  year  ended 
Sept.  30. 

Sanda's  most  important 
assignment  will  be  to  nail 
down  a  major  Japanese 
computer  maker  to  license 
the  Mac  technology.  Such 
a  partner  would  boost 
Mac's  share  in  Japan  and 
export  clones  to  other 
markets.  NEC,  whose  pro- 
prietary architecture  still 
has  47%  of  the  Japanese 
market,  isn't  interested. 
And  Fujitsu  Ltd.  recent- 
ly broke  off  licensing  talks 
because  it  felt  that  Win- 
dows had  closed  the  gap  with  Macinosh. 

At  the  moment,  Toshiba  Corp.  ap- 
pears to  be  the  leading  candidate.  Ap- 
ple's cause  got  a  boost  on  Sept.  29  when 
Toshiba  licensed  the  PowerPC  chip  ar- 
chitecture, developed  by  IBM  in  part- 
nership with  Apple  and  Motorola 
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Inc.  Toshiba  now  could  license  Apple's 
technology  to  run  on  a  PowerPC  chip. 
Sanda  won't  say  with  whom  he's  nego- 
tiating, but  he  does  acknowledge  that 
the  Toshiba-IBM  deal  helps.  "This  makes 
Toshiba  a  potential  supplier  of  Apple 
products,"  he  says. 

You  might  say  Sanda  was  born  to 
make  deals.  His  father  married  a  scion 
of  a  prominent  family  in  the  giant  trad- 
ing conglomerate  Mitsui  &  Co.  and  be- 
came a  key  executive  in  its  North  Amer- 
ican group.  "Trading  companies  in  Japan 
are  the  wheeler-dealers.  That's  in  the 
blood,"  says  Sanda. 

RAILWAY  MAN.  Sanda's  family  moved  to 
Chicago  when  he  was  eight  years  old. 
He  went  from  "Seiji"  to  "Frank"  and, 
after  earning  engineering  degrees  at 
the  University  of  Detroit,  moved  on  to 
Harvard  business  school.  His  first  job 
was  with  Canadian  National  Railways. 
Prior  to  joining  Nippon  Motorola  Ltd.  in 
1990  to  help  run  its  cellular-phone  busi- 
ness, Sanda  also  worked  for  Merrill 
Lynch  &  Co.  At  Motorola,  his  bicultur- 
al  upbringing  allowed  Sanda  to  play  a 
key  role  as  fixer  in  sticky  negotiations 
between  Motorola  and  Japan's  Posts  & 
Telecommunications  Ministry  when  the 
cellular-phone  market  flared  up  as  a 
trade  issue  in  1990  and  1991. 

At  times,  Sanda  found  himself  fight- 
ing Motorola  headquarters  to  get  them 
to  play  by  Japanese  rules.  For  exam- 
ple, when  a  key  Motorola  technology  for 
coding  and  decoding  voice  signals  was 
incorporated  in  the  new  Japanese  digi- 
tal-cellular standard,  Motorola  wanted 
to  charge  a  fee  to  users.  But  Sanda  in- 
sisted the  technology  be  given  away,  to 
win  points  with  Japanese  regulators  and 
industry  players.  "If  you  want  to  change 
things  here,  you  have  to  do  so  as  an  in- 
sider," says  Sanda. 

Sanda's  finesse  will  come  in  handy  as 
Apple  Japan  plots  its  strategy  for  mak- 
ing inroads  on  Japan's  Information 
Superhighway.  He  is  interested  in  see- 
ing Apple  build  systems  to  deliver  in- 
teractive TV,  video-on-demand,  and  oth- 
er consumer  services.  Sanda  is  also 
tracking  the  evolution  of  wireless  com- 
munications in  Japan,  in  hopes  of  finding 
markets  for  Apple  products  such  as  the 
Newton. 

Apple's  continuing  success  in  Japan 
may  be  key  to  the  beleaguered  compa- 
ny's worldwide  revival.  Says  Sanda: 
"Maybe  we'll  see  that  being  here  in 
prominence  will  allow  us  to  move  into 
other  markets."  After  all,  if  you  can  pass 
muster  in  Japan's  demanding  market, 
you  can  cut  it  anywhere. 

By  Larry  Holyoke  in  Tokyo,  ivith  bu- 
reau reports 


TELECOMMUNICATIONS  

FROM  ISRAELI  MISSILES 
TO  CELLULAR  PHONES 

Geotek's  military  technology  could  help  in  the  wireless  wars 


The  glass-shrouded  diamond  at  the 
top  of  Philadelphia's  60-story  Lib- 
erty Place  is  ringed  inside  with  ra- 
dio and  television  antennae.  Way  up  in 
the  corners,  you  will  find  four  small  box- 
es attached  to  the  glass.  Those  unas- 
suming receivers  represent  the  first 
steps  to  convert  technology  developed 
for  missile  guidance  into  a  commercial 
communications  system.  The  company 
that  owns  them,  Geotek  Communica- 
tions Inc.,  figures  it  has  the  cheapest 
method  yet  for  giving  business  cus- 
tomers the  anytime-anywhere  commu- 
nications they  need.  And  it  has  $50  mil- 
lion from  investor  George  Soros  that 
says  this  is  a  better  wireless  mousetrap. 


YARON  EI  TAN,  Geotek 


The  key?  Geotek  has  the  exclu 
worldwide  license  for  a  techno^ 
called  Frequency  Hopping  Multipk 
cess  (fhma),  which  crams  more 
into  a  given  slice  of  radio-wave  s 
trum  than  is  possible  with  convem 
al  cellular.  The  Rafael  Armament 
velopment  Authority,  the  Isr 
military's  research  and  develops 
arm,  developed  fhma  to  keep  r 
transmissions  to  missiles  secure, 
technique  addresses  one  of  the  big 
problems  facing  any  wireless  netw 
how  to  prevent  calls  from  interfe 
with  one  another.  With  conventi 
analog  cellular  systems,  where  calk 
transmitted  as  a  continuous  wavi 
avoid  an  overlap  a 
in  one  cell  canno 
transmitted  over 
frequency  that  is  in 
at  the  same  tim 
neighboring  cells. 
LUCRATIVE  NICHE.  F 
programs  the  signs 
voice  or  data  call  br< 
into  packets  of  dij 
bits — to  "hop"  from 
frequency  to  the  r 
The  packets  move 
predetermined  sequ 
calculated  to  ensure 
a  call  is  never  on 
same  fiequency  at 
same  time  as  one 
neighboring  secto 
cell.  By  making  use  of  the  many 
between  packets,  Geotek  says  it 
increase  capacity  by  27  times  ove 
day's  analog  cellular  setups. 

That  might  make  fhma  a  hot 
lenger  to  cellular.  But  that's  not  ir 
otek's  business  plan.  Geotek's  Get 
system  will  not  have  the  wTide  ranj 
a  national  cellular  service.  It  is  desi 
strictly  for  sending  voice  and  data 
and  forth  to  trucks  or  cars  opers 
within  a  given  region.  Portable  h 
sets  will  not  even  be  available  at 
only  in-vehicle  phones.  But  the  r 
could  prove  lucrative.  Bear  Ste 
&  Co.  analyst  David  A.  Freed 
estimates  that  Geotek  will  have  70< 
subscribers  by  2000,  generating 
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Our  position,  word  by  word. 


The  Environmental  Protection  Agency's  report  declaring  secondhand 
smoke  a  class-A  carcinogen  has  raised  concerns  among  many  people  — 
smokers  and  nonsmokers  alike. 

But  serious  questions  remain  as  to  the  validity  of  the  report. 

At  Philip  Morris,  we  believe  the  EPA  disregarded  established  scientific 
methods  to  arrive  at  its  conclusion.  And  we  believe  that  secondhand 
smoke  has  not  been  proven  to  cause  disease  in  nonsmokers. 

Of  course,  you  might  expect  a  tobacco  company  to  take  this  position. 
But,  in  fact,  many  authoritative  sources  have  questioned  the  conclusion 
of  the  EPA  report. 

To  reach  your  own  conclusion  about  secondhand  smoke,  you  need 
to  know  not  only  what  we  have  to  say,  but  what  others  have  said  as  well. 

To  this  end,  we  would  like  to  send  you  some  important  information 
which  should  help  you  make  up  your  own  mind  on  this  complex  subject. 

For  a  free  copy  of  our  booklet,  Smoking  Issues,  which  includes  information 
about  secondhand  smoke,  as  well  as  other  issues  relating  to  smoking, 
please  call  us  at  1-800-852-3445,  Ext.  220. 


PHILIP  MORRIS  U  S  A 


We  want  you  to  know 
where  we  stand. 


Facts  Matter 


Of  the  11  U.S.  studies  the  EPA  used  to  arrive  at  its  conclusion,  not  a  single  one  originally  reported 
an  overall  statistically  significant  association  between  secondhand  smoke  and  lung  cancer. 
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Run  with  it. 


3M  is  the  brand  business  demands. 
Rated  number  one  in  reliability,  it's 
no  surprise  3M  diskettes  and 
quarter-inch  cartridges  are  pre- 
ferred over  other  brands.  Now  our 
new  go-anywhere  diskettes  give 
you  enhanced  performance  so  you 
can  take  your  work  anywhere. 
Another  reason  why  more  busi- 
nesses protect  important  informa- 
tion on  3M  brand  storage  products 
than  any  other  brand  in  the  world. 
You  shouki.  too.  Find  out  more. 
Call  1-800-X88- 1889.  ext.  1703. 

3M  Reliability 

3M  diskenev  require  compaiiK.'  dn-.es.  Preference  and 
reliability  ruling-,  based  on  nvkrvndeni  rev*arch.  £  .<M  Iv**1 


nual  revenues  of  about  S414  million. 

Geotek's  goals  are  in  stark  contrast  to 
the  bold  plans  of  Xextel  Communica- 
tions Inc.  Both  companies  use  the  Spe- 
cialty Mobile  Radio  (smr)  channels  once 
reserved  for  radio  dispatchers.  But  Xex- 
tel wants  to  build  a  national  wireless 
network  over  SMR  bandwidths — at  a  cost 
of  S2.5  billion — to  compete  with  cellu- 
lar. Its  first  regional  system  in  Los  An- 
geles required  126  antenna  sites  and 
cost  S200  million.  Geotek  figures  it  will 
need  fewer  than  60  sites  between 
Boston  and  Xorfolk.  Va.,  at  a  build-out 


CONVENTIONAL 
CELLULAR 

With  conventional 
cellular,  a  call  stays 
on  a  single  frequency. 


V 


FREQUENCY 
HOPPING 
CELLULAR 

With  FHMA  (frequency 
hopping  multiple  access), 
each  transmission  within  a 
cell  "hops"  from  one  frequency 
to  another  according  to  a  predeter- 
mined pattern.  This  technique  can 
increase  calling  capacity  by  a  factor  of  27. 

DATA:  GEOTEK  COMMUNICATIONS  INC 

cost  of  approximately  Si 50  million. 

None  of  which  has  been  lost  on  Wall 
Street.  The  company,  founded  by  Yaron 
Eitan,  an  Israeli-bora  entrepreneur,  set 
up  shop  in  Montvale.  X.J..  in  1989  and 
went  public  in  September,  1993.  Two 
months  later.  Soros  bought  a  10%  stake 
for  S40  million  and  Vanguard  Cellular 
Systems  Inc..  a  nationwide  cellular 
phone  operator,  invested  S30  million  for 
2.5  million  shares,  with  options  to  ac- 
quire an  additional  10  million  shares  for 
S167  million  over  the  next  four  years. 


The  stock  has  bounced  from  a  hig 
17  to  a  low  of  6  and  now  trade 
around  10.  This  September,  Sc 
bought  another  S10  million  worth  of 
ferred  shares. 
FLEET  PHONES.  In  a  market  full  of  h 
tech  hype,  Geotek's  modest  goals 
welcome  relief.  "They  don't  envisi' 
Geotek  phone  in  every  American  he 
That's  what  makes  them  so  interest! 
says  Mark  J.  Lowenstein,  an  analy: 
Yankee  Group.  Instead,  Eitan  wani 
sign  up  small  and  medium-size 
nesses  that  manage  a  fleet  of  veh: 
or  a  mobile  workforce  within  one 
gion.  For  those  customers,  Geotel 
fers  point-to-multipcint,  or  dispa 
communications,  plus  voice  call 
which  cellular  can't  do.  "Users  have 
ferent  needs  and  different  budge 
says  Eitan.  "You  pay  a  very  heavy  r. 
to  offer  seamless  national  coverage, 
to  the  market  niche  we  are  ser 
that's  just  not  important." 

The  strategy  may  be  risky:  Leh 
Brothers  Inc.  analyst  Kenneth  M.  I 
warns  that  customers  ci 
well  decide  that  they  w 
rather  have  the  nati 
roaming  assocu 
with  cellular  or 
tel.  despite  the  \ 
er  cost.  And  F 
still  has  to  be  pn 
commercially. 
Geotek  has  ye 
turn  a  profit.  In  1993,  its  losses  wid< 
to  S50.4  million  from  S2.4  million,  v 
revenues  rose  to  S47.4  million  from  i 
million. 

But  if  the  technology  work 
promised,  Geotek  could  be  in  the  t 
in  three  or  four  years,  anal 
predict.  The  first  custoi 
are  expected  to  sign  < 
Philadelphia  in  mid-: 
B  and  by  the  en 

that  year  the  coi 
ny  plans  to  have 
Xortheast  cove 
By  the  end  of  1 
systems  in  35  c 
across  the 
where  Geotek  already  has  licei 
should  be  in  operation,  covering  a 
ulation  of  83  million. 

The  Philadelphia  test,  which  sta 
in  September,  has  produced  no  glit. 
so  far.  But  Bear  Stearns's  Freed 
warns  that  one  working  cell  does  i 
system  make:  "They  need  to  show 
it  can  work  with  multiple  sectors." 
he  gives  Geotek  a  70%  to  80%  ch 
of  success.  Xot  a  bad  to  wayr  to 
missile  technology  into  ploughsh: 
By  Catherine  Arnst  in  Philadel 
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BIOTECHNOLOGY 


AMGEN  GOULD  USE 

A  LITTLE  GROWTH  FACTOR 

Can  it  keep  profits  up  while  awaiting  the  next  breakthrough? 

& couple  of  times  a  day,  on 
his  way  to  the  men's 
room,  Gordon  M.  Binder 
checks  a  bulletin  board  for 
the  latest  word  on  his  com- 
pany's stock  price.  Recently, 
the  news  has  been  good  for 
Amgen  Inc.  shareholders. 
But  the  rising  share  price 
may  also  be  a  warning  of 
what  Amgen's  59-year-old 
chairman  and  chief  executive 
officer  fears  most:  a  takeover 
bid  for  the  world's  largest 
and  most  successful  bio- 
technology company.  "We're 
not  interested,"  says  Bind- 
er. "We  think  our  indepen- 
dence is  critical  to  the  Am- 
gen culture." 

Binder  has  good  cause  for 
concern.  Wall  Street,  enam- 
ored of  Amgen's  current 
products  but  worried  that  its 
next  hit  drug  is  years  away, 
has  been  betting  that  a  big 
pharmaceuticals  manufac-  " 
turer  would  come  calling.  This  summer's 
hostile  bid  for  American  Cyanamid  Co. 
by  American  Home  Products  Corp.  reig- 
nited  rumors  that  a  drug  giant  with  com- 
plementary cancer  products,  such  as 
Bristol-Myers  Squibb  Co.  or  Glaxo  Hold- 
ings PLC,  would  make  a  run  at  Amgen. 
(Neither  will  comment.)  That  has  helped 
drive  its  share  price  up  to  53'/.,  from  a 
low  of  23  earlier  this  year. 
COST  CONTROLS.  Now,  Binder  faces  a 
daunting  challenge:  He  needs  to  keep 
investors  happy — without  much  hope  of 
delivering  major  new  products  for  at 
least  three  years.  To  do  that,  the  for- 
mer chief  financial  officer  of  Amgen  is 
implemei  ting  cost  controls  and  share 
buybacks.  Those,  in  combi- 
nation with  new  uses  for 
Amgen's  current  blockbuster 
drugs,  Epogen  and  Neupo- 
gen,  should  help  the  Thou- 
sand   '.tk.  (Calif.)  company 
rack  up  double-digit  earn- 
ings gro    h  for  the  next  few 
years,  Bi   ler  figures.  And 
that  should  keep  the  stock 


BINDER'S  BIND:  Depending  on  momentum  of  old  standbys 


price  high  enough  to  stave  off  any  hos- 
tile suitors.  Just  as  important,  analysts 
are  now  optimistic  that  Amgen's  invest- 
ments in  research  and  development  may 
pay  off  by  decade's  end:  In  June,  the 
company  discovered  a  promising  new 
drug  called  mgdf.  "There  are  sparks 
coming  out  of  r&d,"  says  Jeffrey  Cas- 
din,  biotech  analyst  at  Merrill  Lynch  & 
Co.  "I  think  Amgen  is  back  on  track." 

Back  on  track?  It's  hard  to  imagine 
that  biotech's  premier  moneymaker  ever 
veered.  After  all,  sales  blasted  off  from 
zero  when  Amgen  launched  its  first 
product,  Epogen,  in  1989,  to  hit  $1  bil- 
lion three  years  later.  And  today,  while 
most  biotech  companies  are  scrounging 


BOOSTER 


Amgen  is  using  financial 
techniques  to  lift  earnings  per  share 
— such  as  buying  back  its  own  stock 
to  the  tune  of  $300  million  per  year 


for  funds — or  productless  and  nil 
with  bankruptcy — Amgen  has  $700 
lion  in  cash  and  two  blockbuster  di 
plus  royalty  payments.  Analysts  es 
it  to  earn  $425  million  in  1994  on 
billion  in  revenues. 
BACK  BURNER.  Amgen  did  falter,  the 
In  1990,  George  B.  Rathmann,  the 
nessman-scientist  who  had  handily  j 
ed  the  company  during  its  first  de< 
resigned  as  chairman  to  found  anc 
biotech  company,  icos  Corp.  S< 
months  later,  Binder  e 
out  Amgen's  president, 
loss  of  two  popular  ex 
tives  caused  morale  to  p 
met.  And  with  everyon 
cused  on  getting  the 
two  products  to  mar 
work  on  future  drugs 
transferred  to  the  1 
burner,  while  some  pro, 
simply  fizzled.  A  handf 
wound-healing  agents,  f( 
stance,  which  Amgen 
moted  in  the  late  1980s, 
er  panned  out. 

Initially,  it  was  eas 
overlook  a  near-empty 
line,  given  the  potenti 
Amgen's  best-sellers — 
genetically  engineered 
ies  of  naturally  occur 
proteins.  Epogen,  the 
pany's  brand  of  erythro 
tin,  induces  the  bone 
row  to  produce  more 
blood  cells.  Used  to  coi 
anemia  in  kidney-dialysi 
tients,  many  of  whom  required  w« 
blood  transfusions  to  accomplisl 
same  thing,  it  will  rack  up  $700  m 
in  sales  this  year.  In  1991,  Amgen  r 
out  an  even  bigger  hit.  g-csf,  or  gr 
locyte  colony  stimulating  factor — v 
the  company  calls  Neupogen — st 
lates  the  production  of  certain  infec 
fighting  white  blood  cells,  called 
trophils,  to  replace  those  killed  o 
chemotherapy.  Because  of  effort 
many  insurers  to  shave  cancer  ti 
ment  costs,  Neupogen  is  used  by  f 
than  a  quarter  of  the  patients  it  ( 
treat.  Still,  it  will  garner  more  than 
million  in  revenues  this  year. 
Binder  is  depending  on  these 
stars  to  carry  Amgen 
it  has  new  products, 
company,  he  insists, 
amass  double-digit  gr< 
for  three  years  or  s 
tweaking  them  for  new 
Epogen  sales  will  grow 
this  year,  for  instance 
cause  the  number  of  ne 
alysis  patients  grows  n< 
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Ifou're  37,000  feet  over  the 
Atlantic  and  you  wish  you 
ould  sleep.  The  engines 
lum.  The  Mozart  lulls.  You 
eel  secure.  You  feel  taken 
;are  of. 
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10%  a  year — and  because  the  Food  & 
Drug  Administration  approved  higher 
doses  this  year.  Royalties,  which  pass 
directly  to  Amgen's  bottom  line,  are 
growing,  too,  as  Johnson  &  Johnson  and 
the  drugmaking  unit  of  Japan's  Kirin 
Brewery  Co.  sell  the  drug  for  nondialy- 
sis  purposes,  such  as  treating  anemia  in 
aids  patients. 

As  for  Neupogen,  Binder  contends 
that  it  will  be  as  good  as  any  new  prod- 
uct once  Amgen  wins  an  O.K.  from  the 
fda  to  market  it  for  new  uses,  such  as 
fighting  infections  in  AIDS  and  pneumonia 
patients,  aids  sufferers  already  account 
for  20%  of  sales.  But  fda  approval,  ex- 
pected by  1997,  would  spur  purchases 
by  clearing  up  reimbursement  issues  for 
patients  whose  insurers  now  won't  ap- 
prove the  drug's  use.  And  a  dozen  clini- 
cal trials  are  aimed  at  proving  that  Neu- 
pogen can  fight  off  infections  caused  by 
ever  higher  doses  of  chemotherapy. 
BLOOD  FACTOR.  Just  in  case  these  spin- 
offs aren't  enough,  Amgen  is  making 
use  of  financial  techniques  to  burnish 
its  earnings.  For  starters,  it's  bolster- 
ing per-share  income  by  buying  back 
$300  million  of  its  own  stock  a  year. 
And  it's  paring  costs:  For  example,  wm 
it's  renegotiating  contracts  with  sup- 
pliers in  an  effort  to  boost  operating 
margins,  now  around  42%.  This  year, 
it  will  even  open  a  plant  in  Puerto 
Rico  to  reduce  its  federal  tax  liabil- 
ities. "It's  an  interesting  manage- 
ment problem  when  you  can't  rely 
on  new-product  launches  to  grow 
the  company,"  says  Lehman  Broth- 
ers Inc.  analyst  Teena  Lerner.  "But 
with  the  resources  they  have,  Am- 
gen can  bridge  the  gap." 

For  a  while,  anyway.  Long  term, 
Amgen's  prosperity  hinges  on  coming 
up  with  new  products.  Today,  its 
pipeline  consists  of  five  entries  that, 
in  a  best-case  scenario,  might  win 
approval  by  the  end  of  the  decade 
(table).  The  most  promising  of  these, 
the  June  discovery,  may  have  a  mar- 
ket potential  of  more  than  $500  mil- 
lion. Called  MGDF,  for  megakaryocyte 
growth  and  development  factor,  it 
stimulates  the  production  of  blood 
platelets  and  can  be  used  to  restore 
blood  clotting  to  chemotherapy 
patients. 

In  June,  four  companies — Amgen, 
Kirin,  Genentech,  and  Zymogenet- 
ics — announced  that  they  had  inde- 
pendently discovered  mgdf,  also 
called  platelet  growth  factor  or 
thrombopoietin,  and  applied  for  pat- 
ents. Amgen  and  Kirin  immediately 
teamed  up  to  develop  and  market 
the  product,  as  they  did  with  Epo- 


There  are  many  wild 
cards.  New  uses  for 
drugs  don't  always 
translate  into  new  sales 


gen  and  Neupogen.  "In  a  single  morning, 
we  had  a  deal,"  says  Kevin  W.  Sharer, 
Amgen's  new  president.  The  arrange- 
ment is  a  good  one:  The  team  will  be 
wielding  two  patents  as  weapons  in  the 
legal  battles  over  patent  rights  that  will 
almost  surely  ensue.  And  most  experts 
give  Amgen  the  edge  in  bringing  mgdf 
to  market,  because  it  can  exploit  its 
Neupogen  experience  and  contacts  to 
move  the  drug  through  testing  and  into 
hospitals. 

Meanwhile,  Amgen  is  expanding  its 
research  base.  It  now  spends  $300  mil- 
lion a  year  on  r&d,  nearly  20%  of  reve- 
nues. Last  year,  the  company  hired  a 
team  of  preeminent  scientists  to  lead  a 
new  program  aimed  at  producing  drugs 


Amgen's  Potential 

The  company  is  doing  human  trials  on  nine 
new  indications  for  its  two  existing  drugs, 
Epogen  and  Neupogen.  It  is  also  testing  at 
least  five  new  products,  for  which  it  expects 
FDA  approval  by  the  end  of  the  decade: 

INFERGEN  i  This  new  interferon  would  treat 
patients  with  hepatitis  C.  It  would 
compete  with  alpha  interferon  for  a 
$3  billion  market. 

A  blood  growth  factor,  used  to 
stimulate  blood  cell  growth  for  cell 
transplants  during  chemotherapy. 
Likely  market:  $150  million. 

BDNF  A  brain-derived  nerve  factor  to  treat 
!  Lou  Gehrig's  disease.  In  early-stage 
i  testing  in  people. 

MGDF         A  blood  growth  factor  that  en- 
hances clotting  during  chemother- 
apy .  Potential  market:  $500  million. 

A  nerve  growth  factor,  soon  to  begin 
testing  in  people,  which  will  treat 
nonbrain  nerve  disorders,  such  as 
numbness  in  extremities  caused  by 
cancer  chemotherapy. 

DATA  COMPANY  REPORTS;  BUSINESS  WEEK  ESTIMATES 


to  combat  inflammatory  diseases 
as  asthma,  diabetes,  and  arthritis.  I 
also  expanded  neurobiology  resear 
include  so-called  neuropeptide  ant 
nists  that  could  fight  multiple  sclei 
obesity,  and  Parkinson's  disease.  S< 
though,  the  only  such  drugs  that 
gen  is  testing  in  patients  are  tho 
has  developed  with  Regeneron  Pha 
ceuticals  Inc.,  a  Tarrytown  (N.  Y.)  s 
up  in  which  Amgen  has  invested 
million. 

In  fact,  Amgen  is  stepping  up  ' 
with  outside  partners:  Such  spen 
accounts  for  more  than  25%  of  r&d. 
year,  it  inked  a  $3  million  deal  with 
sachusetts  Institute  of  Technolog 
obtain  patent  and  technology  righ 
the  results  of  certain  biological  rese 
It  has  added  to  its  equity  investmer 
biotech  startups,  including  San  Di 
Alanex  Corp.  and  Arris  Pharmac 
cal  Corp.  And  recently,  Binder  hii 
new  cfo  from  McKinsey  &  Co.  to  s 
more  such  deals  and  to  acquire  1 
stage  products — those  already  b 
tested  in  patients. 
PATENT  PUNCH-UP.  Binder's  strateg 
its  risks,  of  course,  fda  approval 
■  new  uses  of  Epogen  and  Neup 
don't  always  translate  into  a  i 
surge,  as  Neupogen  showed  re< 
ly:  Purchases  barely  budged  afl 
was  approved  for  spurring  w 
blood  cell  production  following 
marrow  transplants — because  r 
doctors  were  already  using  i 
that.  Moreover,  a  patent  fight  ca 
shadow  over  Epogen.  In  June 
netics  Institute  was  awarded  a 
patent  on  its  version  of  Epoger 
the  companies  traded  lawsuits, 
dispute  may  take  five  years  t< 
solve,  and  if  Amgen  loses  it  will 
Gi  royalties. 

In  addition,  none  of  the  druj 
Amgen's  visible  pipeline  is  a  p< 
tial  blockbuster,  and  the  odds 
long  that  all  five  will  move  a 
without  a  hitch.  Even  if  they  do, 
enues  may  be  disappointing.  I: 
gen,  for  instance,  a  drug  aim* 
the  $3  billion  market  in  treatrr 
for  hepatitis  C,  already  has  a  d 
competitors. 

Despite  the  uncertainties,  Ar 
appears  to  have  eased  Wall  Str 
concerns  over  its  pipeline.  But  il 
be  a  long  time  before  Binder  can 
worrying  about  a  takeover.  T 
his  catch-22:  If  Amgen  does  coir 
with  more  promising  new  druj 
may  become  an  even  more  tem{ 
takeover  target. 

By  Larry  Armstrong  in  Thou, 
Oaks,  Calif. 
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YORK,  LONDON,  PARIS,  FRANKFURT,  ZURICH,  GENEVA,  SINGAPORE,  HONG  KONG,  TOKYO. 
U.S.,   UBS   operates   through   various   branches   and   subsidiaries   with   headquarters   at   299   Park   Avenue,   New   York,   NY  10171. 
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Now  that  we've  reinvented  ourselves,  allow  us  to  reintroduce  ourselves. 

Edward  E.  IITiitacre,  Chairman  and  CEO 


We've  Taken  Your  Name 

SBC  is  the  ticker  symbol  for  Southwestern  Bell  Corporation  on  the  New  York  Stock 
Exchange.  And  because  we've  set  the  record  among  Bell  companies  for  total  shareholder 
return  —  685  percent*  since  divestiture  in  1984  —  it's  a  name  many  industry  watchers 
already  know  well. 

So  we  decided  to  adopt  the  name  for  our  corporation  many  people  already  use. 
We  believe  SBC  Communications  Inc.  more  accurately  reflects  the  breadth  of  our 
business,  both  in  terms  of  international  reach  and  industry  diversification. 

With  annual  revenues  over  $10  billion,  a  subsidiary  that  ranks  among  the 
top  wireless  players,  and  major  business  interests  in  Mexico,  Australia,  Israel,  the 
United  Kingdom  and  other  foreign  markets,  we  have  become  one  of  the  world's  leading 
telecommunications  concerns. 

We've  set  our  sights  on  ambitious  goals  through  our  subsidiaries,  which  will 
continue  to  be  known  as  Southwestern  Bell  Telephone  Co.,  Southwestern  Bell 
Mobile  Systems,  Southwestern  Bell  Yellow  Pages,  Southwestern  Bell  Telecom 
and  SBC  International. 

If  you'd  like  to  learn  more  about  us,  call  us.  We  may  have  your  name,  but  you 
still  have  our  number:  1-800-551-7221. 


SBC  Communications  Inc. 

Telecommunications.  W  ireless  Services  and  Equipment.  Directory  Advertising  and  Publishing.  Business  and  Consumer  Telecommunications  Equipment.  Cable  Television 


'  Total  sharenoider  return  as  ol  June  30. 1994  Total  return  equals  price  appreciation  plus  reinvested  dividends 


)evelopments  to  Watch 


TED  BY  PETER  COY 


INT  STRIDES 
WARD  SMALLER 
ECTRIC  MOTORS 

IRICAN  SUPERCONDUCTOR 

p.  is  making  progress  to- 
d  electromagnetic  wire 
5  for  small,  super-efficient 
trie  motors.  On  Oct.  13, 
company,  based  in  West- 
Dugh,  Mass.,  said  it  had 
le  a  coil  of  superconduct- 
wire  that,  when  electri- 
,  produced  a  magnetic 
I  of  2.16  tesla.  That  figure 
seds  the  threshold  of  2 
i  that  is  necessary  for  the 
e  of  motor  American 
erconductor  hopes  to  de- 
>p  with  its  partner,  Reli- 
;  Electric  Co. 
sc's  powerful  coil  doesn't 
e  to  be  bathed  in  liquid 
jm,  which  is  costly  and  in- 
/enient.  Instead,  it  was 
ed  to  a  relatively  warm 
egrees  Kelvin  (-410F)  by 
ny,  built-in  refrigerator 
id  a  cryo-cooler.  The  coil's 
>ng  field  should  allow 
ors  to  be  made  one-half 
ne-third  the  size  of  ordi- 
f  motors.  Eventually,  ASC 
Reliance  hope  to  build 
O-horsepower  supereon- 
ting  motors  for  heavy 
istrial  use.  Says  David 
^arbalestier,  director  of 
University  of  Wisconsin's 
died  Superconductivity 
ter:  "This  is  a  technology 
;  is  not  anywhere  near 
)ing  out." 


A  CAREFUL  CAMERA  RADIATION  CANT  FRY 

THINK  OF  THEM  AS  ENVIRONMENTAL  HORROR  FLICKS. 

Westinghouse  Hanford  Co.  is  using  high-resolution  video 
cameras  to  monitor  highly  radioactive  materials  at  the 
Energy  Dept.'s  Hanford  site  in  southern  Washington 
State.  The  image  below  is  from  a  video  of  corroded  me- 
tallic-uranium fuel  rods  in  Hanford's  K  East  storage  ba- 
sin, which  is  leak-prone  and  only  1,000  feet  from  the  bank 
of  the  Columbia  River.  While  Energy  tries  to  decide  what 
do  with  it,  the  irradiated  fuel  is  releasing  uranium,  pluto- 
nium,  cesium,  strontium,  and  tritium  into  the  basin  water. 

Elsewhere  at  Hanford,  radiation  is  so  strong  it  can  fry 
remotely  controlled  cameras  in  a  week.  Engineers 
rigged  up  periscopes  so  the  camera  wouldn't  look 
straight  down  into  the  waste.  Now,  the  camera  faces 
sideways  and  is  heavily  clad  on  its  underside.  Light  from 
the  waste  is  bent  by  a  quartz  prism  into  the  camera  lens. 
But  radiation  isn't  bent  by  the  prism,  so  little  of  it  gets 
to  the  lens.  Because  it's  quartz  rather  than  glass,  the 
prism  isn't  browned  by  radiation.  Engineers  hope  the 
cameras  will  survive  about  two  years.  The  cameras  show 
whether  gas  is  being  released  in  a  slow  fizz  rather  than 
in  violent  "burps." 


HIGH  RISK:  Corroding  fuel  rods  threaten  the  Colum  bia 


N  INTERNET  ANGEL  PUTS  PATENTS  ON  LINE 


IE  U.  S.  PATENT  ARCHIVES 

e  one  of  the  richest  troves 
technological  knowledge 
the  world.  To  search 
em,  people  generally  visit 
e  of  78  repositories 
ound  the  country  or  pay 
iff  fees  to  a  commercial 
-line  service.  Now, 
ough,  patent  data  are 
arting  to  appear  free  on 
e  Internet.  Gregory  M. 
laronian,  publisher  of  the 
ternet  Patent  News  Ser- 


vice in  Belmont,  Mass.,  says 
he  took  on  the  project  part- 
ly as  a  good  turn  and  partly 
to  drum  up  interest  in  other 
data  that  he  sells.  Available 
so  far  are  titles  of  patents 
issued  from  1970  through 
1993.  If  funding  comes 
through,  next  will  come  ab- 
stracts and  later  the  full 
text  of  patent  claims. 

The  University  of  North 
Carolina  is  temporarily  al- 
lowing Aharonian  to  use  its 


computers  and  Internet 
link.  He's  trying  to  raise 
$100,000  in  donations  for  a 
direct  line  to  the  Internet,  a 
pair  of  file  server  comput- 
ers, and  about  12  gigabytes 
of  disk  storage.  He  plans  to 
buy  the  patent  data  from 
the  Patent  &  Trademark 
Office  or  get  copies  from 
friends.  For  those  who  want 
to  take  a  look  at  the  new 
service,  it  is  available 
through  the  Internet  at 
http://sunsite.unc.edu/pat- 
ents/intropat.html. 


KILLING  BACTERIA 
WITH  A 

SILVER  BULLET 

JUST  AS  SILVER-PLATED  ARMOR 

shielded  wealthy  knights  of 
old,  silver  can  be  used  to  pro- 
tect the  body  from  harmful 
bacteria.  One  example  is  plac- 
ing drops  of  silver  nitrate  in  a 
baby's  eyes  at  birth  to  pre- 
vent the  mother-to-child 
spread  of  gonorrhea,  which 
can  result  in  blindness. 

Implemed  Inc.,  a  four-year- 
old  company  in  Brookline, 
Mass.,  is  using  silver  to  de- 
velop an  antibacterial  shield 
for  use  in  hospitals  and  doc- 
tors' offices.  It's  a  silver-poly- 
mer material  to  be  used  in 
everything  from  catheters  to 
wound  dressings. 

The  protective  polymer 
composite  is  laced  with  small 
amounts  of  silver  and  plati- 
num. When  a  fluid  touches  the 
coating — be  it  saline  solution, 
blood,  drugs,  or  urine — silver 
ions  flow  out,  leaving  the  plat- 
inum behind.  The  result  is  a 
minute  electrical  current  that 
keeps  sending  silver  ions  to 
combat  bacteria.  The  precious 
metals  add  about  50tf  to  the 
manufacturing  cost  of  the 
catheter,  which  runs  to  $3  to 
$5,  according  to  the  company. 

Exactly  why  silver  stops 
bacteria  in  its  tracks  is  un- 
known. Test-tube  results 
show  a  90%  reduction  in  bac- 
terial colonization,  an  effect 
that  lasts  up  to  30  days.  Ani- 
mal studies  of  the  catheter 
began  in  October.  By  late 
1995,  Implemed  hopes  to  mar- 
ket catheters  and  license  the 
polymer  technology  to  other 
companies  for  other  applica- 
tions, such  as  pins  to  attach 
ligament  to  bone. 
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When  You  Are 
Well  Informed  About 
Your  Investments, 
It  Shows. 


MORNING 

BUSINESS 

REPORT 


THE 


REPORT 


Monday  through  Friday  on  your  Public  Television  Station 


THE  NIGHTLY  BUSINESS  REPORT  IS  PRODUCED  BY  WPBT2/MIAMI  IN  ASSOCIATION  WITH  REUTERS 
JNDERWRITTEN  BY  DIGITAL  EQUIPMENT  CORPORATION  A  G  EDWARDS,  INC  ,  THE  FRANKLIN /TEMPIETON  GROUP  BUSINESSWEEK  AND  PUB 
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The  Information  Revolution 

Communications  +  Hardware  +  Software  +  Management 
Corporate  IT  Strategies  for  the  Next  Stage 

Date:  October  31 -November  1,  1994 

Place:  McGraw-Hill  World  Headquarters,  New  York  City 


BOLD  ADVANCEMENTS  in  information 
technology  present  complex  challenges  for 
corporate  IT  executives — managing  the 
integration  and  operations  of  new  systems. 

Preparing  a  strategic  plan  is  crucial  to 
success.  Leading  the  way,  Business  Week 
presents  an  interactive  executive 
symposium,  The  Information  Revolution. 

For  senior-level  IT  executives,  technology 
buyers,  and  decision-makers  from  the 
corporate  and  government  sectors,  The 
Information  Revolution  is  an  important 
gathering.  This  high-profile  event  provides 


face-to-face  interaction  with  prominent 
industry  figures  and  corporate  IT  executives 
from  across  the  country. 

Don't  miss  this  opportunity  to  gain  solid 
IT  management  strategies  and  make 
direct  contact  with  industry  leaders. 

Business  Week  Executive  Programs. 
A  company  capability. 


BusinessWeek 


Beyond  news.  Intelligence. 


egister  for  The  Information  Revolution  con- 
ice,  call  the  Business  Week  registrar  at: 
0)821- 1329,  fax  your  response  to 
2)5 1 2-6281 ,  or  mail  this  coupon  to: 

McKenna 

iness  Week  Executive  Programs 
1  Avenue  of  the  Americas,  36  th  floor 
■  York,  NY  10020 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


ALL-IN-ONE  ACCOUNTS 

LOOK  EVEN  MORE  APPETIZING 


A year  ago,  it  hardly 
mattered  whether  you 
kept  your  cash  in  a 
bank  account,  a  money- 
market  fund,  or  under  your 
mattress.  But  with  inter- 
est rates  on  the  rise,  the 
income  you  can  earn  on 
money  you  keep  in  reserve 
for  emergencies  or  to  in- 
vest later  is  becoming 
something  you  should  pay 
attention  to  again.  Asset- 
management  accounts, 
which  combine  checking,  a 
credit  or  debit  card,  and 
brokerage  services,  have 
become  the  most  efficient 
way  to  manage  cash  hold- 
ings. And  they  offer  a  host  ■ 
of  other  features  that 
makes  it  easier  to  keep  / 
track  of  your  spending, 
saving,  and  investing. 

Merrill  Lynch  pioneered 
these  all-in-one  accounts,  i 
also  known  as  central  as-  ] 
set  accounts,  in  1977.  To- 
day, most  brokerages,  and 
an  increasing  number  of 
banks,  insurers,  and  mutu-  I 
al-fund  companies,  offer  j 
their  own  versions.  The 
core  elements  have  not 
changed  much  over  the 
years,  but  many  of  the  fees 
have  come  down,  and  use- 
ful new  services  have  been 
added. 

PERSONAL  STYLE.  BUSINESS 
week  found  no  serious 
shortcomings  with  any  of 
the  accounts  we  examined. 
With  all  of  them,  as  long  as 
you  can  meet  the  minimum 
balance.,  often  around 
$10,000,  you  can  review 
your  complete  financial  pic- 
ture at  a  glance  on  one  state- 
ment. Beyond  that,  which  one 
you  choose  is  largely  a  matter 
of  personal  style.  Do  you 
want  a  brokerage  account 
with  some  banking  services 
or  a  bank  account  with  bro- 


FINANCES 


Any  available  cash 
is  swept  automatically  into 
a  money-market  fund 


kerage  services?  Do  you  pre- 
fer a  full-service  broker  or  a 
discount  one?  Discounters  of- 
fer streamlined  asset-man- 
agement accounts  for  free, 
while  brokerages  and  banks 
charge  around  $100  a  year  to 


get  some  extra  services  and 
advice  from  investment 
advisers. 

With  all  of  the  accounts, 
any  available  cash  from  divi- 
dends, maturing  certificates 
of  deposit,  or  the  sale  of  se- 


curities is  swept  autoi 
cally  into  a  money-mj 
fund,  preventing  any 
of  interest  between  ti 
actions.  Plus,  you  rece 
line  of  credit — typi< 
margin  credit  secure 
your  investments- 
better  rate  than  most 
loans. 

FEAST  OF  FUNDS.  Thes 
counts  became  popul 
the  early  1980s,  when 
ey-market  funds  yie 
10%  and  rates  on  bank 
ings  were  capped  at 
Today,  the  spread  bet' 
bank  accounts  and  m 
funds  isn't  quite  so  drs 
ic,  but  it  still  is  signifi 
The  average  bank  is 
ing  2.55%  on  money- 
ket  accounts,  accordii 
Bank  Rate  Monitor, } 
IBC/Donoghue  reports 
the  average  money-m; 
fund  is  yielding  4.1 
Plus,  asset-managemei 
counts  usually  offer  a  i 
of  money-market  fun 
choose  from,  so  peop 
high  tax  brackets  can 
a  tax-free  fund,  or  cau 
investors  can  stick 
Treasury-only  funds, 
only  are  the  rates  of  r< 
better  than  they  used 
but  also  the  cost  of  m; 
ing  your  money  irieffk 
ly  is  higher.  So  the  e 
encies  of  the  cash  mai 
ment  account  becon 
greater  importance," 
John  Galvin,  Me 
Lynch's  vice-presider 
CMA  marketing. 

Another  argumen 
asset-managemem 
counts:  Effective  June, 
securities  transactions 
have  to  settle  in  three 
five,  business  days.  No  k 
will  you  be  able  to  pi; 
trade,  wait  for  the  conf 
tion  statement  from  youi 


;o  arrive  by  mail,  and 
send  in  the  check.  "The 
i  is  going  to  be  less  con- 
;nt  for  most  retail  inves- 
f  they  don't  have  a  mon- 
larket  account  or  a 
•al  asset  account,"  says 
ird  Grabish,  vice-presi- 
at  A.G.  Edwards.  Al- 
r;h  you  can  also  hold  cash 
irokerage  firm  in  a  mon- 
arket  fund,  you  may  be 
icted  to  writing  checks 
iO  or  more.  Central  asset 
mts  come  with  no  such 
ictions. 

ey  also  come  with  a 
of  tools  you  can  choose 
to  suit  your  financial 
:.  Most  accounts  offer  an 
ise-analysis  feature.  You 
a  code  on  each  check, 
nating  that  it  went  to 
ledical  expenses,  insur- 
Dremiums,  or  child  care, 
cample,  and  your  state- 
will  track  how  much  you 
sending  in  these  areas, 
ayment  features,  which 
with  a  touch-tone  phone 
rsonal  computer,  often 
so  included. 

tMLlNlNG.  Most  people 
need  the  extra  bells  and 
es,  though.  "We  charged 
year  for  the  package  [in- 
g  check-coding  and  bill- 
ent],  but  a  customer 
d  significant  assets  and 
ex  transactions  to  feel 
t  was  worth  it,"  says 
i  Morris,  a  senior  vice- 
lent  at  Fidelity  Invest- 
;.  Three  years  ago,  Fi- 
eliminated  the  fee  on 
;ra  Service  Account  and 
mlined  it  to  include  a 
idated  statement,  debit 
and  check-writing.  It 
tenfold  increase  in  the 
3r  of  new  accounts  that 
Customers  can  still  pay 
year  for  an  enhanced 
ccount,  which  comes 
i  debit  card  with  a  30- 
elay,  expense  coding, 
for  $5  a  month  extra — 
natic  bill  payment, 
le  accounts  also  allow 
to  segregate  their  hold- 
)  meet  different  invest- 
goals.  "What  we  found 
t  clients'  needs  were 
•omplex  than  a  single  ac- 
could  handle,"  says  Gal- 
ho  keeps  separate  ac- 


counts for  retirement,  his  chil- 
dren's college  expenses,  and 
his  and  his  wife's  investments. 
Merrill  charges  an  extra  $25 
for  each  subaccount  opened. 

Technological  advances 
have  given  customers  numer- 
ous ways  to  access  their  ac- 
counts. Trading  now  is  avail- 
able through  touch-tone  and 
screen  phones  and  pes.  (Both 
Charles  Schwab  and  Fidelity 
offer  a  10%  discount  for  peo- 
ple who  trade  on  line.)  Citi- 
bank began  offering  trading 
via  automatic-teller  machines 
in  October.  The  next  frontier, 
says  Mark  Thompson,  senior 
vice-president  at  Schwab,  is 
the  advent  of  the  "personal 


find  themselves  faced  with 
margin  calls.  "There  can  be 
some  danger  if  you  put  every- 
thing in  one  bucket  and  then 
have  trouble  keeping  your 
goals  apart,"  says  William 
Gregor,  senior  vice-president 
at  Gemini  Consulting  in  Mor- 
ristown,  N.J. 

If  you  think  an  asset-man- 
agement account  fits  your 
needs,  your  first  decision  is 
where  to  turn.  The  fees 
charged  at  banks  and  full-ser- 
vice brokerages  are  only 
worth  the  money  if  you  need 
investment  advice  and  have 
complicated  finances.  "The 
negative  is  that  you  start  get- 
ting pushed  into  company 


you  get  a  credit  or  a  debit 
card?  Will  cancelled  checks  be 
returned  to  you?  Merrill  will 
return  15  checks  free  a  year 
and  provide  them  all  at  no 
charge  if  you  should  happen 
to  get  audited,  even  though 
the  Internal  Revenue  Service 
will  accept  its  statements.  Is 
there  a  24-hour  800-number 
service?  What  is  the  mini- 
mum balance  required?  You 
need  $10,000  to  open  a  Citi- 
gold  account  but,  six  months 
later,  if  you  don't  have  at  least 
$100,000  (or  $250,000  if  you 
include  your  mortgage),  a  $25 
monthly  fee  will  be  charged. 

Watch  the  fees  and  charges 
carefully.  Compare  commis- 


Scanning  the  Asset  Management  Accounts 


ACCOUNT 

FEATURES* 

MINIMUM 
FEES/YEAR 

A.G.  EDWARDS' 
TOTAL  ASSET  ACCOUNT 
ULTRA  ASSET  ACCOUNT 

Members  get  preferred  loan  rates.The  Ultra  account 
($20,000  minimum/$100  a  year)  does  monthly  cost-basis 
analysis  showing  purchase  prices  and  current  values. 

$10,000 
$60 

CITICORP'S 
CITIG0L0  ACCOUNT 

Customers  can  make  trades  through  touch-tone  and  screen 
phones,  personal  computers,  and  as  of  October,  ATMs. 

$10,000 
$125 

FIDELITY'S  ULTRA 
SERVICE  ACCOUNT 

The  enhanced  account  costs  $60  a  year  and  includes  bill 
payment  ($5  a  month),  check-coding  to  keep  track  of  expendi- 
tures, and  a  debit  card  with  a  30-day  float  period. 

$10,000 
FREE 

MERRILL  LYNCH'S  CASH- 
MANAGEMENT  ACCOUNT 

Cash  Management  Account  pioneer  allows  clients  to  segregate 
holdings  for  different  goals  (retirement,  education). 

$20,000 
$100 

CHARLES  SCHWAB'S 
ONE  ACCOUNT 

Offers  Street  Smart  software  for  $59,  allowing  investors  to 
trade  mutual  funds  and  stocks  on  line  for  a  10%  discount. 

$5,000 
FREE 

*Many  accounts  share  similar  features. 

agent."  This  means  that 
through  various  means  of 
technology,  such  as  handheld 
computers,  customers  will  be 
alerted  when  a  stock  is  fall- 
ing, or  a  portfolio  will  be  re- 
allocated automatically,  "mak- 
ing the  broker  obsolete,"  he 
says. 

The  biggest  danger  of  as- 
set-management accounts  is 
also  one  of  their  main  draws: 
easy  access  to  credit.  Profli- 
gate spenders,  using  their 
debit  card,  can  zoom  right 
through  their  cash  holdings 
and  into  their  credit  line  with- 
out even  realizing  it.  People 
could  spend  their  emergency 
funds,  or — even  worse — if 
their  stocks  take  a  tumble, 


products,  which  are  almost  al- 
ways inferior,"  says  David 
Klaskin,  president  of  Oak 
Ridge  Investments,  a  Chicago 
money-management  firm.  Do- 
it-yourselfers  will  appreciate 
the  free  account,  discounted 
trades,  and  wide  array  of 
investment  choices  offered 
by  the  likes  of  Schwab  and 
Fidelity. 

fee  SAMPLE.  Each  account 
has  a  lengthy  set  of  rules  and 
features  to  review.  How  many 
money  funds  can  you  choose 
from?  Merrill  has  14,  includ- 
ing several  state-specific 
funds  that  are  double  tax- 
free.  Does  the  account  offer 
daily  or  weekly  sweeps  of  all 
cash  into  money  funds?  Do 


DATA:  BUSINESS  WEEK,  COMPANIES 

sions  on  trades  at  different 
firms.  Are  there  fees  for  using 
ATMs?  What  is  the  interest 
rate  on  loans?  It  usually  hov- 
ers just  above  the  broker  call 
rate  (the  rate  banks  charge 
brokers  for  money)  and  is  bet- 
ter than  you  could  get  from  a 
bank.  A.G.  Edwards  offers  its 
Total  and  Ultra  Asset  Ac- 
count-holders a  preferred 
rate,  currently  7.5%,  vs. 
8.75%  for  its  other  clients. 

Make  sure  you're  not  pay- 
ing for  features  you  won't 
use.  After  all,  the  purpose  of 
asset-management  accounts 
is  to  manage  your  money 
more  effectively.  It  shouldn't 
cost  you  more  than  you  gain 
to  do  so.  Amey  Stone 
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Personal  Business 


RAILROAD  STOCKS 

MAY  BE  BOUND  FOR  GLORY 


It's  merger  mania 
time  in  the  railroad 
business,  so  naturally 
you'd  expect  stock 

prices  to  soar.  Since  June,  Il- 
linois Central  and  Kansas 
City  Southern  have  agreed  to 
merge.  So  have  Burlington 
Northern  and  Santa  Fe  Pa- 
cific. And  now  a 
war  has  erupted 
for  Santa  Fe,  with 
Union  Pacific  mak- 
ing a  hostile  bid 
and  waging  a 
proxy  battle. 

So  what  has 
happened  to  stock 
prices?  In  almost 
every  case,  they've 
dropped.  That's 
creating  an  oppor- 
tunity, experts  say. 
"If  you  have  the 
patience  of  an  individual  in- 
vestor, there  almost  isn't  a 
railroad  I  wouldn't  buy,"  says 
Anthony  Hatch,  railroad  ana- 
lyst with  Paine  Webber. 
ACTIVE  ARBS.  Arbitrageurs 
and  portfolio  managers  are 
showing  little  patience  right 
now.  The  mergers  require  ap- 
proval by  the  Interstate  Com- 
merce Commissi! in  (ice),  mm 
and  that  could  take  as 
long  as  two  years.  Be- 
cause shareholders 
won't  be  seeing  a  payoff 
anytime  soon,  arbs  are 
selling  the  stocks  short, 
creating  downward  price 
pressure,  says  Michael 
Lloyd,  an  analyst  with 
NatWest  Securities. 

Since  late  June,  when 
Burlington  Northern  of- 
fered $13  a  share  for 
Santa  Fe,  bx's  stock  has 
dropped  6%,  to  about 
$51.  Santa  Fe's  shares 
dipped  below  $11  in  Au- 
gust, but  since  Oct.  5, 
when  Union  Pacific  of- 
fered $18  a  share,  they 
have  jumped  to  almost 
$15.  Santa  Fe  rejected 


Union  Pacific's  offer  and  for- 
mally requested  ice  approv- 
al to  merge  with  bn.  Inves- 
tors also  punished  Illinois 
Central  after  it  announced 
a  July  deal  worth  $686  mil- 
lion to  buy  the  railroad  busi- 
ness of  Kansas  City  South- 
ern. Illinois  Central's  stock 
has  fallen  16%,  to  around  $30, 
and  Kansas  Citv  Southern's 


has  declined  16%,  to  $36. 

Concern  over  mergers  is 
not  the  only  thing  pushing  rail 
stocks  down.  Since  the  Feder- 
al Reserve  started  nudging 
interest  rates  higher  in  Feb- 
ruary, investors  have  been 
getting  out  of  cyclical  stocks 
like  chemicals,  steel,  paper — 
and  railroads.  The  two  effects 


have  depressed  the  Standard 
&  Poor's  Railroad  Index  by 
13%  since  Jan.  1. 

The  irony  is  that  the  rail- 
road business  has  never  been 
better.  After  painful  downsiz- 
ing in  the  1980s  that  reduced 
capacity,  cut  workforces  by 
60%,  and  slashed  costs,  U.  S. 
railroads  are 
now  steaming. 
Traffic  is  up,  especially  high- 
margin  intermodal  shipping, 
where  truck  trailers  contain- 
ing consumer  goods  are 
stacked  on  rail  cars  and 
moved  across  the  country, 
then  off-loaded  onto  short- 
haul  trucks. 

Heading  into  a 
bumper  harvest 
for  U.  S.  corn  and 
soybeans,  railroads 
should  have  their 
best  third  and 
fourth  quarters  of 
all  time,  predicts 
Smith  Barney 
Shearson's  rail  an- 
alyst James  Valen- 
tine. Business  is  so 
strong,  some  lines 
are  running  up 
against  capacity  limits.  That's 
allowing  them  to  raise  prices. 

A  conservative  approach 
for  investors  is  to  pick  rail 
lines  that  can  boost  earnings 
by  further  cost-cutting.  Val- 
entine puts  Burlington  North- 
ern and  csx  in  that  category. 
Both  were  distracted  by  di- 
vestitures in  the  late  1980s 


SMART  MONEY 


Climbing  Aboard  the  Railroads 


COMPANY 

P/E  RATIO* 

EST.  1994 
EPS  GROWTH 

DESCRIPTION 

BURLINGTON 
NORTHERN 

12 

28% 

Longest  U.S.  railroad,  largest  transporter 
of  grain  and  coal 

CONRAIL 

13 

16% 

Largest  carrier  in  Northeast;  biggest 
shipper  of  autos  from  Detroit 

CSX 

12 

28% 

Extensive  rail  network  in  East,  Midwest. 
South;  owns  largest  U.S.  container  shipper 

ILLINOIS 
CENTRAL 

12 

16% 

Only  north-south  route  between  Chicago 
and  Gulf  of  Mexico;  lowest  cost  structure 

KANSAS  CITY 
SOUTHERN 

13 

21% 

Has  spent  $500  million  to  improve  rail 
facilities  since  1990 

SANTA  FE 
PACIFIC 

13 

14% 

Intermodal  pioneer;  runs  high-speed 
routes  between  Chicago,  West  Coast,  Mexico 

*10/17/94  stock  price.  1994  estimated  earnings 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 

and  are  now  making  uj 
lost  time,  bn  is  central 
its  administration  in 
Worth,  a  move  that  sh 
save  more  than  $200  mi 
It  has  also  launched  an  in 
prevention  program  to  1 
down  safety  costs,  cum 
the  industry's  highest,  i 
1992,  csx 
formed  pe 
mance-improvement  tea 
ferret  out  savings.  By  ; 
end,  the  railroad  is  exp< 
to  have  slashed  $385  m 
in  costs  compared  with 
GOOD  BET.  Nat  West's  I 
recommends  buying 
smaller  railroads  as  fx. 
takeover  plays.  These  in 
Illinois  Central  and  Kg 
City  Southern,  which  ev< 
ter  a  merger  will  only  b« 
billion  railroad.  Years  of 
cutting  at  ic  have  yielde 
lowest  cost  structure  ai 
the  nation's  12  largest 
roads.  That's  importan 
cause  both  IC  and  Kansas 
Southern  compete  agains 
low-cost  barges  on  the 
sissippi  River. 

Paine  Webber's  Hatch 
Conrail,  the  once  state-o 
line  that  was  privatiz< 
1987.  Conrail,  big  in  con 
er-goods  shipping,  reci 
turned  down  a  takeover 
from  Norfolk  Southern, 
rail  is  the  largest  carri 
autos  from  Detroit  anc 
developed  a  strong  inter 
al  business,  picking  up  i 
mtm  goods  in  Chicago 
shipping  them  ( 
Santa  Fe  is  st 
good  bet,  Hatch  i 
despite  its  price  ri 
The  merger  wit 
would  create  the  la 
U.  S.  railroad,  rur 
from  Winnipeg  t 
Paso  and  combining 
ta  Fe's  strength  in  i 
modal  transport  anc 
in  coal  and  grain. 

An  economic  d 
turn  within  12  t 
months  could  tak 
steam  out  of  any  r 
ery  in  rail  stocks 
with  the  fundame 
chugging  along 
stocks  at  bargain  p 
it  may  be  time  to  g 
board.  Susan  Cha 


The  Toshiba  T4700C  Series 

A  notebook  so  powerful,  it 
breaks  the  sound  barrier. 


LJ 


The  Toshiba  T4700C  Series  can  run  your  most  intense  applications  or  even  help  you  run  a  presentation.  With 
its  SL  Enhanced  i486  'DX2  50MHz  processor,  it  easily  handles  graphics-rich  programs.  The  built-in  multimedia  capabilities 

let  you  create  and  give  breakthrough  presentations  anywhere.  And  Toshiba's  advanced  color  gives  you  a  choice  of 
either  stunning  TFT  or  eye-popping  Dynamic-STN  dual-scan  displays.  With  so  much  going  for  it,  buying  a  T4700C  Series 
notebook  is  a  very  sound  decision.  For  a  Toshiba  dealer  near  you,  call  1-800-457-7777. 


edible  Sound: 

megrated  sound 
tm  and  built-in   .•  .i 
ikei  let  you      T  \j 
^fantastic  sound 
never  von  want. 


The  only  computer  you'll  ever 
need:  Hie  optional  Desk  Station  I\ 
lets  you  instantly  connect  to  your 
network,  printer,  VGA  monitor, 
mouse  ,m,l  full-size 
keyboard. 


Two  separate 
PCMCIA  slots: 

A  tbmmanda 
5mm  share  win 
keys  to  expansion, 
— for  modems, 
storage  and  more. 


A  multimedia 
roadshow:  Headphone 
or  external  speaker  port 
iiiul  microphone  jacks 
make  the  T4700C 
Series  perfect  for 
presentations. 


700CT 

.5"  dia.  color  TFT-LCD  active  matrix  display 
56  simultaneous  SVGA  colors  at 
40x480  resolution 
700CS 

.5"  dia.  color  Dynamic-STN  dual-scan 
isplay 

56  simultaneous  SVGA  colors  at 
40x480  resolution 


BOTH  MODELS 

•50MHzSL  Enhanced  i486  DX2 

•  8MB  RAM  expandable  to  24MB 

•  200/32QMB  HDD 

•  Two  PCMCIA  slots  (16mm  and  5mm) 

•  Integrated  graphics  accelerator 

•  VL  local-bus  video 

•  Built-in  microphone 

•  WAV  audio  capabilities 


'  Audio  |acks:  headphone/speaker,  microphone 
1  NiMH  battery  for  extended  life 
1  QuickCharge  battery  recharge  system 
•8.5"  1.44MB  floppy  disk  drive 
'  BallPoint  2.0  mouse  with  QuickPort 
1  MaxTime  1  Power  Management  system 
'  LCD  status  icon  bar 
'  DOS  ,  Windows  ,  and  Windows  Sound 
System  software  pre-installed 


It 

LIMITED! 
MRRANTYl 


In  Touch  with  Tomorrow 

TOSHIBA 

1994  Toshiba  America  Information  Systems,  Inc.  The  Intel  inside  logo  is  a  trademark  of  Intel  Corporation.  All  products  indicated  by  trademark  symbols  are  tiademarked  and/or  registered  by  their  respective  companies 


Personal  Business 


A  HYPERLINK  FEAST:  NEW 
CD-ROM  ENCYCLOPEDIAS 


Maybe,  just  maybe, 
your  kids  would  pay 
more  attention  to 
their  homework  if,  say, 

Captain  Jean-Luc  Picard  of 
the  Starship  Enterprise  were 
to  help  steer  them.  That's  one 
of  the  hooks  behind  the  1995 
edition  of  Compton's  Inter- 
active Encyclo- 


cd-roms  won't  take  as  big  a 
chunk  out  of  your  wallet  ei- 
ther— assuming  you  already 
have  a  multimedia  computer. 
Each  disk  will  sell  for  about 
$100  in  stores.  Grolier's  21 
bound  encyclopedia  volumes, 
by  contrast,  command  more 
than  $700. 

By  exploiting  multimedia, 
the  disks  claim  another  ad- 
—  vantage  over  the  books: 
The  (  D-KOMs  are  filled 
with  video  clips  and 
sound.  Instead  of 
reading  about  mmm 
the  assassination 
of  John  F.  Ken- 
nedy, a  Comp- 
ton's user  can 
watch  a  brief 
narrated  video 


ferred  its  clear  in- 
terface. Students 
can  type  in  key 
words  or  phrases, 
such  as  "all  men  are 
created  equal"  and 
"why  is  the  sky 
blue,"  to  access  the  II 
relevant  content.  In 
one  new  feature 
called  Editing 
Room,  kids  can  meld 
together  a  series  of  arti- 
cles, pictures,  videos,  and 
maps  to  create  a  show-and- 
tell  multimedia  presentation 
on,  say,  elephants.  The  pre- 
sentation can  be  copied  onto  a 
floppy  disk. 

Encarta  has  improved  its 
searching  capabilities  with 
friendly  new  menus  to  find  ar- 

KNOWLEDGE  ON  A  DISK 


TITLE/ 
COMMENTS 


ESTIMATED 
STREET  PRICE 


$100 


GRC 

MULTIMEDIA:  C( 

wisdom  front  celeb) 


graphic  locations,  subject 
time.  For  example,  yoi 
narrow  references  on  n 
down  to,  say,  19th-cen 
Russia.  Among  the  searc 
suits:  an  orchestral  frag 
from  Tchaikovsky's  1812 1 
■mb  tare.  One  minor 
sance:  I  frequentlj 
to  minimize  the  Pinj 
er  box  to  see  the  re 
hidden  underneat 
PAIN  OF  DEFEAT.  Gl 
also  provides  de 


COMPTON'S  INTERACTIVE  ENCYCLOPEDIA 

Easy  search  tools;  lets  students  concoct 

TVu"""             multimedia  presentations  ft  ' xT-iS 

of  the  events   1   searching  capabih 

MICROSOFT  ENCARTA '95  $100 

Music  excerpts  from  full  symphony 
orchestras  and  other  fine  multimedia  touches 


COMPTON'S: 

Particularly  strong 
search i ny  capa bilities 

pedia  on  CD-ROM:  Picard's  al- 
ter e  g  o ,  act  o  r  Patrick 
Stewart,  leads  a  video  tour  of 
the  disk,  minus  Star  Trek 
garb. 

NEW  GROUND.  Compton's 
earthly  rivals  in  the  multime- 
d  i  a  r  e  f  e  r  e  n  c  e 
frontier,  Microsoft 
and  Grolier  Electronic  Pub- 
lishing, are  also  charting  new 
ground.  Microsoft  Encarta  '95 
and  the  1995  Grolier  Multi- 
media Encyclopedia  are 
packed  with  revised  content. 
Since  last  year's  edition,  for 
example,  Microsoft  has  re- 
vised 38%  of  Encarta's  arti- 
cles and  added  references  to 
events  as  recent  as  the  Irish 
Republican  Army  cease-fire. 

The  disks  are  a  boon  for 
parents  who  want  their  chil- 
dren to  have  a  multivolume 
encyclopedia  but  can't  spare 
the  space.  A  single  platter  can 
hold  the  entire  26  volumes  of 
Compton's  Encyclopedia.  The 


surrounding  the 
November,  1963 
weekend.  A  Gro- 
lier video  shows  a  flight 
made  by  Orville  and  Wil- 
bur Wright.  Encarta  in- 


1995  GROLIER  MULTIMEDIA  ENCYCLOPEDIA  $100 

Astronaut  Buzz  Aldrin  and  others  discuss 
their  craft  in  the  Pathmakers  feature 


though  jumping 
one  topic  to  another 
as  easy  as  with  the 
er  programs.  Gr 
does  offer  an  appe 
new  feature  called 


eludes  footage  of  a    makers,  in  which  c 


SOFTWARE 


Venus's-flytrap  dispos- 
ing of  prey.  Students  doing 
term  papers  can  export  pic- 
tures, maps,  and  text  to  their 
word  processors,  complete 
with  citations.  Articles  also 
include  bibliographies. 
The  cd-roms  allow  users  to 
search  for  infor- 
mation quickly, 
and  they  can  approach  the 
task  in  a  variety  of  ways. 
They  can  pull  up  articles  by 
time  period,  general  topic- 
area,  or  by  typing  in  a  key 
word,  such  as  "Eisen- 
hower" or  "Bosnia." 
By  clicking  on  high- 
lighted words,  folks 
can  jump  to  another 
topic — no  longer  do 
you  have  to  lift  Vol- 
ume 16  off  the  book- 
shelf after  leafing 
through  Volume  11. 

Compton's  pro- 
vides particularly 
strong  searching  ca- 
pabilities and  I  pre- 


DATA  BUSINESS  WEEK 

tides  by  interest  area.  In  the 
Inter  Activities  section  you  can 
sample  musical  instruments 
and  foreign  languages  or  hear 
stories  from  immigrants  who 
came  to  Ellis  Island. 

The  program's  Pinpointer 
tool  allows  users  to  filter 
searches  based  on  words,  geo- 

MICROSOFT  ENCARTA: 

Voices  from  Ellis  Island 


to  ,r,*T* 
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rities  speak  about  tl 
fluences  on  their  can 
Olympic  athlete  Jackie  i 
er-Kersee  reflects  on  leai 
from  defeat,  while  au 
Kurt  Vonnegut  Jr.  talks  : 
the  writing  craft. 

The  CD-ROM  univ 
is  already  flooded 
specialized  reference  w 
ranging  from  the  McG 
Hill  Multimedia  Enc; 
pedia  of  Science  & 
nology  (publishe 

BUSINESS  WE 
parent  compan 
Multimedia  W 
History  from  th< 
reau  of  Electi 
Publishing, 
if  what  you  are 
ing  for  is  a  sma, 
ing  of  knowh 
in  many  diffei 
subjects,  an 
purpose  cd-roi 
cyclopedia  is  a  h 
tool  to  keep  01 
shelf.  Edward 


idelity 

westment 

hallenge 


ember  14, 1994  to 


bruarylO,  1995 


in  Fortune  The  top  player  will 
i  home  this  1995  Eagle  Vision  TSi  with 

00  in  cash.  The  top  1 5  finishers  win 
$10,000  in  cash  and  valuable  prizes. 

A  F3 me.  Top  players  will  be 
ished  in  Business  Week  magazine, 
your  name  listed  with  the  leaders  in 

1  the  6  weekly  issues  starting 
2/94. 

u  Could  Win  This 

95  W  Eagle  Vision  TSi 

Cash  and  Prizes 


Take  the  Fidelity 
Investment  Challenge. 
It's  Risk  Free. 

Fidelity  Investments,  the  nation's  largest  mutual  fund  company, 
has  educated  millions  of  investors  about  mutual  fund  investing. 
Now  Fidelity  Discount  Brokerage  brings  you  the  Fidelity 
Investment  Challenge  so  you  can  learn  how  to  trade  directly  in 
the  stock  market,  absolutely  risk free.  Here's  how  it  works: 

Real  Stocks.  Each  participant  will  be  given  $250,000  of 

play  money  to  invest.  You'll  make  your  trades  through  an  Invest- 
ment Challenge  800  number.  Telephone  representatives 
execute  your  orders  using  real-time  prices.  Or,  place  your 
trades  using  our  touch-tone  trading  line.  And,  you'll 
receive  a  monthly  statement  detailing  your  trades  and 
ranking  you  against  the  other  players. 

Real  Markets.  Try  out  new  strategies  in  real  market 
conditions,  with  no  risk  at  all.  You'll  trade  in  the  same  way  you  would  with  a 
Fidelity  Brokerage  account  when  you  choose  to  buy,  sell,  or  short  stocks  traded 
on  the  NYSE,  AMEX  and  OTC  exchanges. 

Real  Prizes.  The  player  with  the  most  valuable  portfolio  on  February  10, 1995 
will  drive  away  with  this  1995  Eagle  Vision  TSi,  plus  $2,000  in  cash.  Over  $  10,000 
in  cash  will  be  awarded  to  the  top  15  finishers.  The  Top  50  investors,  and  the  top 
player  in  each  state  will  win  Fidelity  On-line  Xpress™  financial  software.  The  top 
200  investors  will  win  a  handsome  Fidelity  Investment  Challenge  T-shirt. 

Play  Money.  Remember,  the  Fidelity  Investment  Challenge  is  only  a  game,  and 
its  purpose  is  to  enhance  your  understanding  of  the  market.  So,  have /////  —  and 
join  thousands  of  other  amateur  stock  watchers  across  the  country  in  racking  up 
simulated  profits  to  drive  away  in  a  new  car. 

Sign  up  to  play  the  Fidelity  Investment  Challenge 
today  and  receive  our  special  early  bird  offer  of 

just  $79.95  (regularly  $99.95)  .  Offer  good  until  October  28, 1 994. 

Call  1-800-858-1994,  ext  20. 

We'll  send  you  the  Official  Game  Package  including  rules,  instructions,  a  stock 
listing  guide  and  transaction  ledger  to  track  your  trades. 

Competition  begins  November  14, 1994. 


Fidelity 


Investments* 


idelity  Investment  Challenge  is  a  contest  administered  on  behalf  of  Fidelity  Investments  by  REPLICA  Corporation  and  its  affiliate,  Wall  Street  Portfolios 
igh  the  contest  uses  actual  market  conditions  and  securities,  neither  the  money,  nor  the  transactions  are  real.  Awards  of  prizes  are  the  sole  responsibility 
DLICA,  and  winners  may  be  subject  to  taxes  for  prizes.  The  Fidelity  Investment  Challenge  is  not  open  to  persons  under  the  age  of  18,  or  employees  or  their 
diate  families  of  any  of  the  affiliated  Fidelity  Investments  companies.  The  contest  is  for  amateur  investors  only.  Professional  brokers  may  not  participate 


The  PGA  TOUR  has  enjoyed  the  most  successful  season  in  its  history,  and  now 
the  top  players  on  the  TOUR  will  gather  October  24-30  at  The  Olympic  Club  in  San 
Francisco  for  the  grand  finale  -  THE  TOUR  Championship. 

It  all  comes  down  to  this:  the  top  30  TOUR  players  on  the  money  list  in  a  battle 
for  season-ending  honors. 

Nick  Price  and  Greg  Norman  have  been  in  a  year-long  fight  for  the  Arnold  Palmer 
Award,  which  goes  to  the  TOUR's  leading  money-winner;  but  some  other  players  can 
challenge  the  leaders  by  claiming  the  $540,000  first  prize  money  in  the  $3  million  event. 

Norman,  winner  of  this  year's  PLAYERS  Championship  in  record-setting  fashion, 
appears  to  have  a  firm  grasp  on  the  Vardon  Trophy,  which  goes  to  the  player  with  the 


1  Al.  i  0  H  \  D  0  *  H  10  Ljlj 


lowest  stroke  average  for  the  year.  But  Freddie  Couples  and  Price  are  hot  on  his  heels 
and,  as  this  year  has  proved,  anything's  possible. 

"Anything's  Possible"  is  the  appropriate  motto  of  the  PGA  TOUR,  which  will 
donate  nearly  $30  million  to  charities  this  year  through  its  three  tours.  Charity  continues 
to  be  the  biggest  winner  on  TOUR.  Last  year's  TOUR  Championship  raised  more  than 
$450,000  for  charity,  with  49  Bay  Area  charities  sharing  in  the  proceeds  of  the  event. 
Tournament  organizers  hope  to  give  even  more  back  to  the  area's  communities  this  year. 

To  see  the  world's  greatest  players  compete  in  this  prestigious  event  -  and  make 
a  significant  contribution  to  charity  in  the  process  -  call  415-587-7888. 

A  few  season  badges  remain  for  $  1 20  for  the  week,  and  a  limited  number  of 
daily  tickets  can  be  purchased  for  $20  each  for  practice  rounds  and  $35  each  for 
championship  play. 

If  you  can't  make  it  to  San  Francisco,  it's  not  too  early  to  make  plans  for  the 
1 995  TOUR  Championship,  which  will  be  played  at  Southern  Hills  Country  Club  in 
Tulsa,  Oklahoma.  For  more  information,  call  904  285-7888. 

The  1 994  TOUR  Championship  is  presented  by  these  sponsors: 


All  four  rounds  of  this  year's  TOUR  Championship  will  be  televised  by  ESPN  and  ABC  Sports.  The  complete  schedule: 

— Thursday,  Oct  27, 4-6  p.m..  EST  -  ESPN     Saturday,  Oct  29, 4-7  p.m.,  EST  -  ESPN 
,E^",   Friday,  Oct  28,  5-7  p.m„  EST -ESPN         Sunday,  Oct  30.  3-6  p.m.,  EST  -  ABC 
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corpora 

Information  Technology  purchases.  Their  recommendations  can  ^H^^^take  your  prodi 
to  the  top  -  or  leave  them  at  the  door.  Why?  Because  Byte  readers  are  the  technology  experts 
They  define  the  short  list.  They  specify  brands.  They  tell  the  buyers  what  to  buy. 

Want  to  get  your  product  in  front  of  Skip?  Advertise  in  Byte.  And  reach  more  than  a 
half-million  technology  experts  who  drive  the  IT  buy. 


BVTE 


Because  the  Experts  Decide. 


See  for  Yourself:  To  find  out  more  about  the  buying  power  of  BYTE  readers,  call  603  -924-26 1 8  and  ask  to  see  our  Information  Technology  Buying  Process 

BYTE,  One  Phoenix  Mill  Lane,  Peterborough,  NH  03458. 


usiness  Week  Index 


DUCTION  INDEX 


iange  from  last  week:  0% 
iange  from  last  year:  8.5% 


1992=100  (four-week  moving  average) 


0.  I  8 
116.1 


Oct.  1 
116.1 


Oct.  Feb.  June  Oct. 

1993  1994  1994  1994 

jroducticn   index  was  flat  in  the  week  ended  Oct.  8.  Gains  in  seasonally 
d  output  of  steel,  autos,  trucks,  and  electric  power  offset  production  drops  i 
ill  refining,  coal,  paperboard,  paper,  lumber,  and  rail-freight  traffic.  Before 
tion  of  the  four-week  moving  average,  the  index  fell  to  115.2,  from  116.8. 
dex  has  been  updated  to  reflect  1992  weightings  of  its  components  and  is 
I  to  1992.  Weekly  and  monthly  history  is  available  from  business  week 
BW  production  index  copyright  1994  by  McGraw-Hill  Inc 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

1  EARLY 

WEEK 

AGO 

%CHG 

STEEL  (10/15)  thous.  of  net  tons 

1,908 

1,929# 

1.8 

AUTOS  (10/15)  units 

132,329 

134,318r# 

2.2 

TRUCKS  (10/15)  units 

112,122 

116,239r# 

0.7 

ELECTRIC  POWER  (10/15)  millions  of  kilowatt-hrs.  54,830 

57,232# 

0.8 

CRUDE-OIL  REFINING  (10/15)  thous  of  bbl./day 

13,605 

13.762# 

-2.3 

COAL  (10/8)  thous.  of  net  tons 

18,651# 

20,514 

-0.8 

PAPERBOARD  (10/8)  thous.  of  tons 

846. 7# 

898.0r 

3.9 

PAPER  (10/8)  thous.  of  tons 

811.0# 

833. Or 

-1.0 

LUMBER  (10/8)  millions  of  ft. 

481. 3# 

496.8 

0.4 

RAIL  FREIGHT  (10/8)  billions  of  ton-miles 

24. 5# 

24.9 

4.7 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA1,  SFPA2,  Association  of  American  Railroads 


IDING  INDICATORS 

■ 

1  PRICES 

IESS  WEEK  LEADING  INDEX*  (10/8) 

LATEST 
WEEK 

246.40 

WEEK 
AGO 

246. 20r 

YEARLY 
%CHG 

8.2 

GOLD  (10/19)  $/troyoz. 

LATEST 
WEEK 

391.100 

WEEK 
AGO 

387.900 

YEARLY 
%CHG 

5.0 

K  PRICES  (10/14)  s&p  500 

465.43 

456.98 

0.4 

STEEL  SCRAP  (10/18)  #1  heavy,  $/ton 

133.50 

133.50 

1.5 

3RATE  BOND  YIELD.  Aaa  (10/14) 

8.50% 

8.57% 

28.4 

COPPER  (10/15)  e/ib. 

120.7 

121.5 

40.9 

.TRIAL  MATERIALS  PRICES  (10/14) 

107.3 

108.2 

13.8 

ALUMINUM  (10/15)  e/ib. 

81.3 

80.0 

57.1 

IESS  FAILURES  (10/7) 

296 

293 

-14.2 

COTTON  (10/15)  strict  low  middling  1-1/16  in. 

«/lb.  67.14 

66.26 

22.3 

ESTATE  LOANS  (io/5)  billions 

$443.3 

$440.2r 

6.4 

OIL  i  10/18)  $/bbl 

17.39 

17.71 

-4.2 

If  SUPPLY,  M2  (io/3)  billions 


$3,559.6    $3,562.3r  1.6 


L  CLAIMS.  UNEMPLOYMENT  (10/1)  thous 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals  Week,  Memphis 
market,  NYMEX 


319 


310 


-0.6 


!S:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
Moody's,  Journal  of  Commerce  (index:  1980-100),  Dun  &  Bradstreet  (failures 
■  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
s  failures  and  real  estate  loans.  'Copyright  1994  by  CIBCR. 


FOREIGN  EXCHANGE 


REST  RATES 


AL  FUNDS  (10/18) 


LATEST     WEEK  YEAR 
WEEK       AGO  AGO 

4.71%       4.71%  2.97% 


ERCtAL  PAPER  (10/18)  3-month 


5.44 


5.53 


3.24 


FICATES  OF  DEPOSIT  (10/19)  3-month  5.45 


5  52 


3.23 


MORTGAGE  (10/14)  30  year 


9.08 


9.03 


6.83 


TABLE  MORTGAGE  (10/14)  one  year 


5.98 


5.80 


4  15 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (10/19) 

97.15 

99.95 

108.37 

GERMAN  MARK  (10/19) 

1.50 

1.54 

1.67 

BRITISH  POUND  (10/19) 

1.62 

1.58 

1.48 

FRENCH  FRANC  (10/19) 

5.15 

5.28 

5.84 

ITALIAN  LIRA  (10/19) 

1532.0 

1568.0 

1609.0 

CANADIAN  DOLLAR  (10/19) 

1.36 

1.35 

1.31 

MEXICAN  PESO  (10/19P 

3.420 

3.419 

3.108 

ederal  Reserve,  HSH  Associates 


Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S,  dollar, 
except  for  British  pound  in  dollars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


WENT  COST  INDEX 

/,  Oct.  25,  8:30  a.m.  ►  Employers' 
sation  costs,  including  wages  and 
are  expected  to  have  risen  0.8% 
ly  to  September,  according  to  the 
forecast  of  economists  surveyed  by 
;rnational,  a  unit  of  McGraw-Hill 
•o,  employment  costs  would  be  up 
mually,  a  bit  less  than  their  3.7% 
/ear  ago. 

MER  CONFIDENCE 

Oct.  25,  10  a.m.  >  The  Confer- 
ard's  index  of  consumer  confidence 
/  edged  higher  in  October,  to  89,  up 
.4  in  September,  says  the  survey, 
sx  had  slipped  for  three  months  in  a 


row.  Higher  interest  rates  may  be  partly  to 
blame  for  consumers'  loss  of  faith,  but  con- 
fidence remains  at  a  level  that  is  consistent 
with  a  healthy  economy. 

DURABLE  GOODS  ORDERS 

Wednesday,  Oct.  26,  8:30  a.m.  ►  Manufac- 
turers' new  orders  for  durable  goods  are  ex- 
pected to  have  risen  by  0.5%  in  September, 
say  the  mms  economists.  That  would  follow 
the  6.1%  surge  in  August,  fueled  by  in- 
creased output,  and  thus  orders,  for  cars 
and  trucks.  Strikes  and  parts  shortages  in 
the  auto  industry,  however,  will  depress  Sep- 
tember bookings.  Orders  excluding  the 
volatile  transportation  sector  should  give  a 
truer  reading  of  demand. 


GROSS  DOMESTIC  PRODUCT 

Friday,  Oct.  28,  8:30  a.m.  ►  Real  gross  do- 
mestic product  probably  grew  at  a  2.5%  an- 
nual rate  in  the  third  quarter.  That  pace 
would  be  much  slower  than  the  second 
quarter's  4.1%  and  the  first  quarter's  3.3%. 
A  slower  pace  of  inventory  building,  follow- 
ing the  second  quarter's  sharp  acceleration, 
should  provide  the  biggest  drag.  Housing, 
business  construction,  and  net  exports 
should  also  be  negatives.  On  the  plus  side, 
consumer  spending  is  expected  to  pick  up 
from  its  second-quarter  pace,  while  busi- 
ness investment  in  equipment  will  continue 
to  provide  a  big  lift.  The  fixed-weight  price 
deflator  is  expected  to  rise  3%,  compared 
with  2.9%  in  the  second  quarter. 
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Wliaddya  Say  To 
A  Guy  Who's  Had 
The  Same  Job 
For  50  Years, 
Has  Never  Called 

In  Sick  Or 
Showed  Up  Late, 
Never  Taken  A 
Vacation  Or  A 
Holiday,  Never 
Asked  For  A 
Raise  Or  Griped 
About  His  Bonus 
And,  Believe  It  Or 
Not,  Has  No 
Plans  For 
Retirement? 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 
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vestment  Figures  of  the  Week 


NTARY 

ontinued  their  recent  ad- 
>  third-quarter  earnings  re- 
me  in  a  lot  stronger  than  ex- 
Huge  profit  gains  at  such 
sanies  as  Motorola,  Philip 
ind  Citibank  sent  the  large- 
ages  soaring.  For  the  week, 
industrials  jumped  1.6%, 
;  S&P  500  index  climbed 
e  stock  advance  was  even 
pressive  because  it  wasn't 
/  a  rally  in  bonds,  which  just 
:ld  their  own  for  the  week, 
lay  continue  their  run.  Three 
ur  technical  indicators 
i  this  page  are  pointing  up. 


STOCKS 

Oct.  Apr. 


Oct.  13-19 


BONDS 

Oct.  Apr. 


Oct.    Oct.  13-19 


THE  DOLLAR 

Oct.  Apr. 


Oct.    Oct.  12-19 


341.08 
1330 


1-week  change 

+  1.0% 


52-week  change 

-19.2% 


1-week  change 

+0.3% 


52-week  change 

-6.0% 


1-week  change 

-1.7% 


KET  ANALYSIS 


%  change 


3CKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  Ago 

Year  ago 

ES  INDUSTRIALS 

3936.0 

1.6 

8.0 

90-DAY  TREASURY  BILL  YIELD 

5.02% 

5.12% 

3.12% 

COMPANIES  (S&P  MidCap  Index) 

175.7 

0.4 

1.2 

JU-TLAK  IKtftoUKT  BUND  TltLU 

7.89% 

7.89% 

5.82% 

)MPANIES  (Russell  2000) 

254.8 

0.0 

-0.1 

S&P  500  DIVIDEND  YIELD 

2.75% 

2.75% 

2.73% 

'ANIES  (Russell  3000) 

269.9 

0.8 

0.3 

S&P  500  PRICE/EARNINGS  RATIO 

18.3 

18.3 

21.9 

H STOCKS 

Latest 

%  change  (local  currency) 

UJ  1.                 CO  1. 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

460.6 
38.0% 
0.68 
1.39 

460.6 
36.0%r 
0.72  r 
1.37 

Positive 
Positive 
Neutral 
Positive 

FINANCIAL  TIMES  100) 
IKKEI  INDEX) 
(TSE  COMPOSITE) 

3060.8 
19,868.9 
4320.8 

-1.3 
-1.1 
-0.8 

-3.0 
-1.5 
3.3 

BLOOMBERG  FINANCIAL  MARKETS 

STEY  GROUPS 

EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

ID  GAS  DRILLING 

5.9 

-16.8 

HELMERICH  &  PAYNE 

12.8 

-7.9 

303/a 

RIC  COMPANIES 

5.6 

-24.9 

NIAGARA  MOHAWK  POWER 

11.5 

-43.1 

133/s 

HOLD  PRODUCTS 

5.5 

12.6 

COLGATE-PALMOLIVE 

8.5 

3.2 

607/s 

IRINKS 

5.4 

4.6 

COCA-COLA 

6.5 

15.6 

5074 

4.8 

9.9 

PFIZER 

10.8 

17.1 

72 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

IUILDING 

-15.2 

-43.7 

PULTE 

-18.3 

-45.3 

21 V4 

\LTY  APPAREL  RETAILERS 

-11.9 

-20.1 

TJX 

-25.4 

-47.7 

167/s 

ACTURED  HOUSING 

-9.2 

3.0 

FLEETWOOD  ENTERPRISES 

-11.3 

-1.1 

22% 

IS  AND  LOANS 

-8.8 

-3.4 

H.F.  AHMANSON 

-11.3 

2.0 

19% 

■ERING  AND  CONSTRUCTION 

-8.3 

7.4 

FLUOR 

-9.0 

20.1 

47 

AL  FUNDS 


i  total  return 


MORNINGSTAR  INC 


% 


I  T  EQUIFUND-NORDIC  NATL.  FID.EQTY.  4.2 

1 1L0-RUSHM0RE  UTILITY  INCOME  3.8 

'  IAL  UTILITIES  B  3.2 

total  return   % 

Ij  iSTMENT  LATIN  AMERICAN  EQUITY  44.7 

lj  N  STANLEY  ASIAN  GROWTH  A  25.7 

i|  iAM  EMERGING  MARKETS  24.0 


LAGGARDS 

S&P  500 

Four-week  total  return 

% 

4-week  total  return 

UNITED  SERVICES  CHINA  REGION  OPPORT. 

-4.4 

  2 

ALLIANCE  PREMIER  GROWTH  A 
AMERICAN  HERITAGE 

-4.1 

  1 

-3.6 

52-week  total  return 

% 

 -1 

AMERICAN  HERITAGE 

-30.8 

 -2 

BULL  &  BEAR  SPECIAL  EQUITIES 

-22.5 

 -3 

DREYFUS  SPECIAL  GROWTH  INVESTOR 

-20.7 

 % 

Average  fund 
52-week  total  return 


2 
0 
-2 
-4 
% 


IVE  PORTFOLIOS 


'<  junts  represent  the 
'  ilue  of  $10,000 
(•  me  year  ago 
I  irtfolio 


i  >es  indicate 
a  otal  returns 


Foreign  stocks 

$11,741 

+3.73% 


Gold 

$10,407 

+0.54% 


U.S.  stocks 

$10,245 

+0.40% 


mi 


Money  market  fund 

$10,208 

+0.06% 


DRI/McGRAW-HILL 


UJ 


Treasury  bonds 

$8,747 

+0.20% 


his  page  are  as  of  market  close  Wednesday,  Oct.  19.  1994,  unless  otherwise  m- 
jstry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are 


as  of  market  close  Oct.  18.  Mutual  fund  returns  are  as  of  Oct.  14.  Relative  portfolios  are  val- 
ued as  of  Oct.  18,  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


IN  AMERICA,  10  IS  NOT  DESTINY 


Two  things  are  absolutely  true  about  The  Bell  Curve,  the 
hot  new  book  about  iq  and  achievement  by  Charles  Mur- 
ray and  the  late  Richard  J.  Herrnstein.  First,  there  is  noth- 
ing new  in  the  message.  In  the  1960s,  physicist  William  B. 
Shockley  advocated  sterilization  of  people  with  low  iqs,  and 
psychologist  Arthur  S.  Jensen  scorned  Head  Start  as  use- 
less because  black  kids  were  said  to  have  inherited  low  iqs. 
Second,  the  importance  of  the  book  lies  in  its  social  context. 
America  has  a  long  history  of  turning  to  Darwinism  and  ge- 
netic explanations  for  inequality  during  times  of  economic 
dislocation.  The  1990s  certainly  qualify. 

So  does  the  post-Civil  War  era,  when  capital  and  wealth 
were  growing  and  recessions  racked  the  middle  and  working 
classes.  At  that  time  of  robber  barons,  political  scientist  Wil- 
liam Graham  Sumner  was  teaching  at  Yale  University  that 
"millionaires  are  a  product  of  natural  selection."  The  argu- 
ment, of  course,  was  that  any  kind  of  social  or  political  change 
to  increase  fairness,  opportunity,  or  equality  for  most  people 
was  hopeless.  The  implication  is  clear:  Nature  does  the  sort- 
ing, and  attempts  at  change  are  naive. 

The  1920s  and  '30s — both  decades  of  economic  stress — saw 
a  resurgence  of  genetic  rationalization  of  inequality.  The 
pseudoscience  of  eugenics,  which  started  with  British  compar- 
isons of  brain  size  and  intelligence  in  the  19th  century,  was 
first  used  as  a  justification  for  colonizing  Africa.  Blacks  (and, 
indeed,  women)  were  said  to  have  smaller  brains — ergo,  less 
intelligence.  Packaged  as  modern  science  before  World  War 
II,  eugenics  led  to  enforced  sterilizations  in  the  U.  S.  and  all 
kinds  of  horrors  in  Germany. 

Now  come  Murray  and  Herrnstein,  purporting  to  break  a 
putative  taboo  against  speaking  about  iq  and  race — a  subject 
that  has,  in  fact,  been  debated  for  over  a  century.  Wrapped  in 


an  impenetrable  fog  of  statistics,  they  argue  that  if  intellig 
is  inherited  and  iq  is  critical  to  success,  efforts  to  improve 
pie's  opportunities  in  life  are  a  waste  of  taxpayers'  mone^ 
nothing  because  nothing  can  be  done. 

All  this  sounds  like  an  attack  on  the  tax-and-spend 
government  liberals.  And  that  it  surely  is.  But  it  shou 
clearly  understood  that  Murray's  real  dispute  is  witl 
American  conservative  tradition  of  equality  of  opportun 
not  simply  with  equality  of  outcome.  The  true  targets  o: 
Bell  Curve  are  Jack  F.  Kemp,  William  J.  Bennett,  and 
Ronald  Reagan.  The  heart  of  their  conservative  philosop 
to  create  a  society  of  opportunity  by  replacing  irration 
centives  generated  by  bad  government  programs  with 
ket-based  incentives.  This  would  free  all  people  to  take 
best  shot. 

But  following  Murray's  logic,  school  vouchers  and  s 
choice  are  stupid  policy  options  because  letting  parents 
kids  from  bad  schools  to  good  ones  won't  improve  their 
IQ  is  baked  in.  Tax  breaks  and  enterprise  zones  to  promoi 
ban  business  are  pointless:  High-IQ  people  will  do  well  an 
and  Iow-iq  folks  will  fail  even  with  help.  Workfare  for  the 
welfare  is  fated  to  fail  because  persons  with  low  iqs 
benefit  from  work  experience.  Immigration  is  bad  beca 
brings  in  people  with  low  iqs,  the  same  people  who  are  s 
compete  unfairly  against  American  workers  in  trade. 

Biological  determinism,  which  is  what  the  Murray-H 
stein  book  is  all  about,  is  anathema  to  the  opportunity  s< 
It  opposes  all  market-based  public-policy  reform.  Su 
matters  in  achievement,  but  no  more  so  than  ambitior 
ativity,  education,  family,  hard  work,  or  character.  Th< 
mate  betrayal  of  the  American  ideal  would  be  aband 
belief  in  the  power  of  equality  of  opportunity. 


MAKING  RISK  LESS  RISKY 


One  of  the  paradoxes  of  recent  years  is  that  the  financial 
instrument  generating  greatest  risk — the  derivative — 
is  also  the  best  one  for  managing  that  risk  (page  86).  Want  to 
hedge  against  currency  swings?  Interest  rate  moves?  Com- 
modity price  fluctuations?  In  each  case,  options,  futures,  and 
swaps  are  all  vital  tools.  Derivatives  are  the  common  denom- 
inator in  all  risk-management  strategies. 

Risk  is  good.  It  offers  a  promise  of  higher  returns.  Indeed, 
risk-taking  and  risk-control  are  interdependent  activities 
aimed  at  raising  rates  of  return.  For  example,  19th  century 
America  was  an  excep  ional  era  for  entrepreneurs,  capitalist 
buccaneers,  and  empm-  builders.  But  those  high-risk  boom 
times  were  built  on  an  economic  organization  that  controlled 
risk:  the  limited-liability  corporation,  which  lets  entrepreneurs 
seize  opportunity  without  risking  their  personal  wealth. 


Today,  derivatives  can  be  the  way  to  limit  risk.  Yet  ar 
tue  becomes  a  vice  if  taken  to  excess.  Just  ask  direct  i 
Procter  &  Gamble,  Piper  Jaffray,  Gibson  Greetings,  oi 
allgesellschaft,  all  of  which  took  multimillion-dollar  hits " 
complex  derivative  plays.  For  that  reason,  companies  si 
disclose  all  their  derivative  strategies  and  risk-managi 
tactics.  Regulators,  in  turn,  should  press  mutual  full 
step  up  the  flow  of  information  on  derivatives. 

Dangers  will  remain,  and  exotic  financial  instrument' 
ry  the  threat  of  a  global  financial  meltdown.  Bank  ri 
tors  around  the  world  need  to  learn  the  latest  risk-mj 
ment  techniques  to  prevent  a  collapse  in  the  capital  ma 
Better  risk  management  will  let  the  animal  spirits  of  c; 
ism  flourish  and  will  cut  down  on  the  odds  of  a  global  | 
when  the  inevitable  excesses  occur. 
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AJ1  it  takes  to  stop  it  is  one  unreliable  data  circuit 


Which  is  precisely  why  Burlington  Northern  Railroad 
"elies  on  AT&T  Data  Communications  Services. 

After  all,  BN's  entire  business  rides  on  being  able  to 
;leliver  freight.  On  time.  Damage-free.  Over  some 
24,000  miles  of  track  tlirough  25  states  and  two 
Canadian  provinces. 

That  means  their  AT&T  data  network  has  to  carry  a 
aitical  load.  Processing  shipment  orders.  Controlling 
rains.  Ensuring  customer  deadlines  are  met.  If  BN's 
lata  network  goes  down,  even  for  a  fraction  of  a 
;econd,  their  entire  business  stops  in  its  tracks. 

Which  is  why  BN  trusts  AT&T  as  their  data  network 


provider.  AT&T  gives  them  the  technical  expertise, 
servicing  support  and  reliability  perfbnnance  they  need. 
Delivered  by  advanced  systems  like  FASTAR';  which 
immediately  identifies  cable  cuts  and  automatically  begins 
rerouting  data.  All  within  seconds.  So  BN's  data  stays 
onboard. 

To  keep  your  business  on  track,  call  1  800  332-7FAX, 
Ext.  100.  You  can  speak  to  a  knowledgeable 
representative  or  receive  faxed 
infomiation  on  AT&T  's 
private  line  and  frame-relay 
data  services. 


!  VT&T  For  the  life  of  your  business.8"  AT&T 


Yo0know  it's  a  luxury  car 
the  second  you  sit  in  it. 
Discovering  if s  a  performance  car 
will  take  another  6.6. 
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